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The Australian Entrepreneurship Ecosystem: is it fit for purpose for the ethnic 
entrepreneur? 


Abstract 
The importance of ethnic entrepreneurship has emerged as an economic, societal and political 
panacea to the growing number of refugees on the move across the globe. The recent crisis 
sparked by war in Syria resulted in Australia committing to accept 12,000 refugees. 
Employing the 2014 World Economic Forum framework, this paper seeks to explore the 
Australian entrepreneurship ecosystem from the perspective of the ethnic/refugee 
entrepreneur, to determine whether it is fit for purpose. At its core, the Australian 
entrepreneurship ecosystem is comparatively strong in terms of human capital, accessible 
markets and finance. However, it is relatively weak on the other aspects of the framework, 
including support systems, regulatory frameworks and infrastructure, education and training, 
universities as catalysts, and cultural support. Even within the three ‘core’ characteristics of 
the ecosystem, the Australian ecosystem falls short when examined through the lens of 
refugee entrepreneurs. Reference is made to the development of a city/region ecosystem 
(Compass 2015) and recommendations are made to apply the same principles to developing 
ethnic entrepreneurship clusters that would assist refugees. Additionally, recommendations 
under the 2014 World Economic Forum framework are made that will assist key stakeholders 
to understand and develop an entrepreneurial ecosystem that is fit for purpose. 
 
1.1 Introduction 
In today’s rapidly changing world, countries need enterprising people who have the 
willingness and ability to take control of their own lives. Entrepreneurs that are able to turn a 
vision into reality positively influence the long-term strength of any economy because they 
are actually creating the industries of the future. In order for entrepreneurs to be able to 
operate there needs to be an appropriate entrepreneurship ecosystem present for them to do 
so. A key component of an ecosystem is the entrepreneur and that entrepreneur can be a 
native entrepreneur, ethnic/refugee entrepreneur.  


Currently there is a nation on the march across South-Eastern Europe. Syrians are 
leaving their homeland seeking refuge throughout Europe. According to the Red Cross 
(2015) 16 million Syrians have been displaced since the conflict started 4 years ago. The 
movement of Syrians out of their own country escalated during 2015 and consequently, 
Australia announced that it will accept 12,000 refugees from Syria (Henderson and Borrello 
2015). This incoming group of educated but resource-poor Syrians will need to gain 
employment to properly integrate into Australian life. One possible choice will be the 
creation of their own business to support themselves and their ethnic community. This leads 
to the focus of this conceptual paper, which is to examine how capable is the current 
entrepreneurship ecosystem in Australia in sustaining the anticipated influx of Syrian 
refugees.  In order to achieve this aim a number of objectives have been devised and they 
include: 
• To analyse the current ecosystem for ethnic entrepreneurship in Australia 
• To explore strategies for developing entrepreneurship ecosystems aimed at supporting 


refugee entrepreneurs. 
The methodological approach adopted for this conceptual paper involves a critical reflection 
on the entrepreneurship ecosystem literature, along with a systematic analysis of best practice 
in Australia, with a particular focus on ethnic/refugee entrepreneurs. The World Economic 
Forum’s (WEF) 2014 entrepreneurship ecosystem model (Drexler and Eltogby 2014) was 
used as a framework due to its global focus and country analysis, which is appropriate for this 
study. Reference is also made to the Compass (2015) framework for developing city/regional 
ecosystems. 







 
 


1.2 Ethnic Entrepreneurship and its emergence 
Ethnic entrepreneurship has been a field of study in European countries since the late 1980’s 
(Krieger 2011) though it has its origins in the United States, where the foreign born have been 
overrepresented in small businesses since the 1880’s (Birdthistle 2012). Ethnic, minority and 
immigrant are terms used interchangeably by researchers though there are subtle differences 
amongst the terms. Chaganti and Greene (2002) identify immigrants as recent arrivals in a 
country. According to Waldinger et al (1990, p.3) ethnic entrepreneurship is ‘a set of 
connections and regular patterns of interaction among people sharing common national 
background or migration experiences’. The term ‘ethnic’ does not exclude immigrant or 
minority groups. Basu and Altinay (2002) define minority entrepreneurs as being business 
owners who do not belong to the majority population. They further explain that a minority 
may not (necessarily) be an immigrant and may not share a strong sense of group solidarity 
with an ethnic group, in terms of a shared history, language or religion. The variety of 
definitions indicates the interest in ethnicity and minority entrepreneurship. The broad title 
‘ethnic entrepreneur (EE)’ is adopted here as an all-encompassing term.  


Refugees form a subset of the EE population. While refugees are not necessarily from 
a different ethnic group to their host country, in practice, they usually are and in the context of 
Australia, they always have been. It is therefore argued that refugees face similar challenges 
to ethnic entrepreneurs from different backgrounds, but the barriers are even more significant, 
given that refugees are likely to suffer a degree of trauma arising from having to flee their 
home country. Furthermore, they often have no choice about their country of destination and 
arrive knowing very little about it, compounding the challenge of integration. The term 
‘refugee entrepreneur’ (RE) will be used to identify this subset. 


So what motivates EEs to establish a venture? Volery (2007, p.2) in his research 
identifies that EEs establish a business as an ‘obvious reaction to blocked opportunities in the 
labour market’. By establishing a business, EEs create their own employment and can 
overcome some of the many barriers they face when they have relocated to another 
country. Barriers include the perception that EEs may lack educational qualifications, that 
they have limited access to relevant social networks for transmitting information on 
vacancies, and/or that local employers may simply discriminate against them (Rath 2010; 
Birdthistle 2012). Desiderio (2014, p.2) further supports this by highlighting that ‘both low-
skilled and highly qualified migrants may use entrepreneurship as a strategy to overcome 
obstacles to successful market integration, be those obstacles to accessing qualified 
employment or to upward occupational mobility’. These definitions are consistent with the 
concept of ‘necessity entrepreneurship’ identified by the ongoing Global Entrepreneurship 
Monitor (GEM) cross-national research (Davidsson et al 2012). 


In welcoming EEs to a nation, the host nation needs to be cognisant of the fact that its 
entrepreneurship ecosystem needs to be tailored for them. A ‘one size fits all approach’ does 
not work in this case. It is imperative that the ecosystem is tailored for EEs as they will have 
additional and/or specific issues that native-born entrepreneurs will not have experienced. 
This is particularly important for REs who, as discussed above, face significant additional 
barriers to entrepreneurial activity. The next section discusses the entrepreneurship ecosystem 
and then specifically focuses on each pillar in the Australian context.  
 
2.1 Entrepreneurship Ecosystem 
The concept of entrepreneurial ecosystems has recently become a ‘hot topic’ amongst both 
policy-makers and academics. According to Stam (2015) it has been heralded as a ‘new 
framework’ accommodating the transition from an entrepreneurship policy towards a policy 
for an entrepreneurial economy. But what is it? The concept itself does not have an agreed 
definition. For example, Mazzarol (2015, p.2) explained it is ‘as a conceptualisation of an 







 
 


environment in which the right combination of elements help to foster economic growth 
through enterprise and innovation’. Stam’s (2015, p.5) definition somewhat reflects 
Mazzarol’s views through proposing ‘the entrepreneurial ecosystem as a set of 
interdependent actors and factors coordinated in such a way that they enable productive 
entrepreneurship’. Stam (2015, p.5) highlights that ‘geographically an ecosystem could be a 
city, a region, a country and also other systems, less strictly defined in space, such as sectors 
or corporations’. In developing an ecosystem at a city/regional basis, one could adopt the 
model proposed by Compass (2015), which focused on developing high-impact, technology 
ecosystems in cities and is explained in Table 1 below.  
 
Table 1 The Evolution of Entrepreneurial Ecosystems from a city/regional basis 
Phase Characteristics 
1. Emergence  A city gathers or assembles the necessary resources for a startup 


ecosystem to come to life. A threshold of critical mass is reached 
where usually at least a few dozen startups are founded within a few 
blocks or within a small neighbourhood. 
Growth is organic 


2. Activation Local startup community leaders and policy makers engage in a 
concerted effort to increase interactions between their local 
stakeholders and those of best practice entrepreneurship ecosystems 
elsewhere in order to learn from their experience, knowledge and 
philosophy and thus accelerate the development of local ecosystems. 
Growth is still mostly organic 


3. Integration Occurs in two sub-phases: 3a) regional & national and 3b) 
international 


3a) 
Regional/National 


Several small or medium-sized exits (of $100-$500 million) that are 
exciting, unique, or remarkable at a regional or national level attract 
key stakeholders and resources required for further growth. 
Growth becomes inorganic, fuelled by external resources. 


3b) International Several very large exits, for instance four to six companies valued at 
over $1 billion—a valuation threshold that bestows the label “unicorn”. 
These attract new resources at an international level, including: large 
corporations in search of new technologies, investors, entrepreneurs, 
and talent (both managerial and technical) in search of opportunities. 
Growth becomes inorganic, fuelled by external resources. 
The ecosystem becomes a major driver of national economic growth. 


4. Maturity Growth of resource attraction begins to level off and its relative growth 
rate, calculated on a larger and larger denominator, inevitably slows 
down. However, absolute growth in terms of startups and capitalisation 
value continues to outperform ecosystems at earlier stages. 


Adapted from Compass (2015, pp.9-14) 
 
To examine a nation’s ecosystem, the World Economic Forums (WEF) model can be applied 
and this is the lens taken in this conceptual paper and it is appropriate due to its the country 
and global focus. According to the World Economic Forum (WEF) (2012) the ecosystem for 
entrepreneurship comprises of seven pillars (support mechanism, funding and finance, human 
capital, education and training, regulatory framework and infrastructure, culture and 
markets). Within 12 months the WEF redeveloped this ecosystem and added another pillar to 
it: Universities as Catalysts (Drexler and Eltogby 2014). The presence of these pillars does 
not guarantee an effective ecosystem. It is the targeted nature of these pillars and their 







 
 


complimentary interactions that determines whether they are ‘fit for purpose’. Table 2 
identifies the components of each pillar of an entrepreneurial ecosystem, which forms the 
foundation for this paper. 


 
Table 2 An Entrepreneurial Ecosystem and its Components 


 
Drexler and Eltogby (2014, p.7) 
 
2.2 Australia’s Ecosystem for Entrepreneurs 
For this paper the level of analysis is on a country basis i.e. Australia. The US is included 
here as the benchmark with high scores across all pillars. The UK and Ireland are included as 
European countries that have historical links and institutional similarities to Australia. 
Pakistan also has historical links to the UK and a sizeable Chinese ethnic community. 
Singapore has two minority ethnic groups Malays and Indians, and was once a British colony. 
Mexico is included here, as in common with Australia, it is a member of the Asia-Pacific 
Economic Cooperation, among others and also has indigenous peoples, recognising a total of 
56 different groups. According to Drexler and Eltogby (2014) not all countries have strengths 
when it comes to the pillars of the entrepreneurship ecosystem and Table 3 provides evidence 
of this for a given set of countries. The higher percent pillar score per country indicates the 
nation that readily provided the pillar content and the lower percent indicates the opposite.  


When compared overall, Australia fares poorly with an average score of 53% for the 
eight pillars, with only Pakistan and Mexico scoring lower. The U.S. not surprisingly, comes 
in first in six of the eight pillars with an average score of 77%. The UK and Singapore have 
average scores that place them 2nd and 3rd.  What is evident is Australia has no pillar in the 
90% range, only two pillars in the 70% range with the majority falling between 50% and 
20%. Drexler and Eltogby (2014, p.4) reported that entrepreneurs cited the first three pillars 
(human capital workforce, accessible markets and funding & finance) as of “pivotal 
importance”. On these three pillars, Australia rates third behind the USA and the UK. This 
suggests that Australia has a strong core entrepreneurial ecosystem. However, an analysis of 
the remaining five pillars highlights weaknesses in the Australian ecosystem, which places it 
5th (39%) after the USA, UK, Singapore and Ireland and only marginally ahead of Mexico. 
 
 


Entrepreneurship Ecosystem


Human capital &
Workforce 


(Management &  
technical talent, 
entrepreneurial 


company 
experience, 
outsourcing 


availability, access 
to immigrant 
workforce)


Accessible 
markets 


(Domestic and 
foreign markets 


(large companies 
as customers, 


governments as 
customers, SMEs 
as customers))


Funding and 
Finance


(family & friends, 
angel investors; 
private equity; 
venture capital 
and access to 


debt)


Support 
Systems
(Mentors, 
advisors, 


incubators, 
accelerators, 


network of 
peers)


Regulatory 
framework and 
Infrastructure 
(Ease of starting a 


business, tax 
incentives, business-


friendly 
legislation/policiesa


ccess to basic 
infrastructure, 


access to telecoms, 
broadband, access 


to transport)


Education 
and Training 


(Available 
workforce with 
pre-university 


education, 
available 


workforce with 
university 
education, 


entrepreneur 
specific 
training)


University as 
catalyst 


(Major universities: 
promoting a culture 


of respect for 
entrepreneurship,


playing a key role in 
idea-formation for 
new companies and


playing a key role in 
providing graduates 
for new companies)


Cultural support 
(Tolerance of risk and 


failure, preference 
for self-employment, 
success stories/role 


models, research 
culture, positive 


image of 
entrepreneurship, 


celebration of 
innovation)







 
 


Table 3  Ecosystem Pillars  


Pillar/Country      
(ranking from highest to lowest) 


Australia 
United  
States 


United  
Kingdom 


Ireland Singapore Pakistan Mexico 


1 
Human Capital 
Workforce  


79% 90% 79% 74% 50% 92% 65% 


Country ranking across pillar 3 2 3 4 6 1 5 


2  Accessible Markets 71% 86% 82% 79% 70% 78% 52% 


Country ranking across pillar 5 1 2 3 6 4 7 


3  Funding & Finance 67% 82% 68% 53% 65% 22% 52% 


Country ranking across pillar 3 1 2 5 4 7 6 


4  Support systems 54% 79% 68% 53% 40% 58% 48% 


Country ranking across pillar 4 1 2 5 7 3 6 


5 
Regulatory Framework/ 
Infrastructure 


54% 61% 57% 63% 80% 31% 52% 


Country ranking across pillar 5 3 4 2 1 7 6 


6  Education and Training 33% 70% 61% 37% 40% 39% 30% 


Country ranking across pillar 6 1 2 5 3 4 7 


7 
Major Universities as 
Catalysts 


38% 75% 68% 37% 65% 22% 35% 


Country ranking across pillar 4 1 2 5 3 7 6 


8  Cultural support 29% 75% 50% 42% 40% 25% 22% 


Country ranking across pillar 5 1 2 3 4 6 7 


Average percent per Country 53% 77% 67% 55% 56% 46% 45% 


Average ranking per Country 5 1.6 2.7 4.6 4.9 5.6 7.1 


Average score of Top 3 
pillars (1-3) 


72% 86% 76% 69% 62% 64% 56% 


Average score of Lowest 5 
pillars (4-8) 


39% 70% 59% 45% 56% 29% 35% 


 
The following section will explore, from an Australian perspective, each of the pillars 


in the context of supporting REs. 
 
2.2.1 Human Capital & Workforce 
A number of studies have identified a positive relationship between an entrepreneur’s 
preceding work experience as an employee and their business development (Bosma et al 
2004; Chrysostome 2010). Previous employment experience in the host country increases 
immigrant’s knowledge of the business environment, leading to better access to information, 
human capital and funding from formal institutions (Basu et al 2008). Supportive of this, 
Deakins and Whittam (2000, p.116) purport that “the formation of business ideas and the 
ability to establish a successful business will be affected by the entrepreneur’s past 
experience, training, education and skill development.” Chaganti and Greene (2002) suggest 
that less experienced entrepreneurs have reduced opportunities for success and tend to 
concentrate exclusively on ethnic markets. A lack of managerial experience and poor 
business skills are confirmed as key reasons for the failure or poor performance of ethnic 
businesses (Birdthistle 2012). This suggests that opportunities to enter the workforce 
generally should be part of the support system for refugee entrepreneurship so as to get an 
understanding for how business is done in Australia before starting out on their own. 
 Australia’s high ranking may offer advantages for the integration of highly educated 
REs (provided their qualifications are recognised in Australia). However, it may actually 
present an additional barrier for those with limited education as entering a relatively highly-







 
 


educated country, coupled with language barriers, increases their disadvantage in entering 
either the workforce or self-employment. While Australia offers some incentives to high-
calibre business migrants (such as the Business Talent Visa for high-calibre business owners 
or people who have sourced venture capital (VC) (Collins 2008)), or to migrants willing to 
work in regional or rural areas (the Regional Established Business in Australia visa), this 
offers no benefit to refugees who already hold permanent residency status. Furthermore, the 
Refugee Council of Australia finds that refugees face particular barriers to entering the local 
workforce, thus reducing their opportunities to gain the local work experience to help them 
integrate.  
 
2.2.2 Accessible Markets 
Ethnic entrepreneurs (EEs) mainly cater for customers in their own [ethnic] enclave. Krieger 
(2011, p.47) states that EEs need to be ‘encouraged to break out of these captive markets’. In 
order to get out of this mind-set, EEs need to adopt marketing methods to attract customers 
from all communities. The capacity to expand into markets beyond their limited enclave is 
linked to the skill level of the EE (Chaganti and Greene, 2002).  Previous waves of refugees 
entering Australia have indeed established their own ethnic enclaves. For example, the 
1970s/80s influx of Vietnamese ‘boat people’ established vibrant communities in major cities 
(Cabramatta in Sydney, Richmond and Footscray in Melbourne). As well as catering to their 
local ethnic community, they have integrated into the general community through food 
businesses which make Sydney and Melbourne world-renowned for varied, authentic and 
affordable cuisine from a wide variety of cultures. Saunders (2011) identified such enclaves 
as ‘arrival cities’, which are clusters of migrants (internal or from overseas) on the outskirts 
of large cities. Though often regarded negatively as ‘ghettos’, Saunders argued that they were 
in fact the foundation of thriving entrepreneurial communities, founded on the social capital 
developed among their inhabitants.  
 Liberal MP Philip Ruddock, recently quoted on ABC, has warned against the 
‘ghettoising’ of the Syrian refugees, who according to him are expected to be resettled in 
Sydney and Melbourne (Conifer et al 2015). He went on to say that locating refugees within 
existing ethnic communities can provide a solid foundation of social supports, bolstered by 
the appropriate government integration initiatives. The Australian government has no specific 
incentives for EEs, but does assist entrepreneurs in general in developing an export strategy 
through providing an Export Market Development Grant (Morle et al 2012, p.15).  
 
2.2.3 Funding and Finance 
Accessing finance, especially in today’s economic environment, is a major challenge, 
particularly for EEs who are now faced with a completely different financial environment to 
that she/he experienced in the home country. According to the OECD/European Commission 
(2014 p.114) EEs use informal or community based funding mechanisms to secure financing. 
These sources are often limited to relatively low amounts therefore they tend to downside 
their business plans to take this into account. This is why the European Commission 
established such policies as the Competitiveness and Innovation Framework Program (CIP), 
the lending and investment programs devised by the European Investment Bank, and the 
European Investment Fund. Microcredits are small bank loans to assist people who have no 
collateral and/or who have no access to common bank credit. This scheme is quite new to 
Europe, since it was first propagated in regions such as India and South America. The 
European Commission sought to improve the availability of microloans for small businesses 
and for socially excluded people who wish to become self-employed, such as EEs. The Joint 
Action to Support Microfinance Institutions (JASMINE) was therefore founded and has been 







 
 


extended to operate from 2014-2020. Microcredit schemes have become widespread 
throughout the EU and EEA (European Microfinance Network 2011).  


Australia provides a multitude of government grants which may be provided at 
federal, state/territory, or local government level, through a range of different government 
portfolios. Keeping track of them though is a challenge and for entrepreneurs identifying 
those relevant to their own business presents a significant challenge. Some grants potentially 
useful to REs include the ‘No Interest Micro-business loan’ grant in Tasmania, which 
provides an interest-free loan for the development of a business idea into a practical proposal.  
However there are eligibility criteria such as the need to have a Health Care Card and have a 
completed business plan (Australian Government 2015a). In other cases there are restrictions 
based on the minimum threshold or operating expenditure threshold i.e. AUD$750,000 for 
SME businesses, which is prohibitive to newly established businesses. Collins (2008) 
identifies the New Enterprise Incentive Scheme (NEIS) as a federal scheme that EEs can avail 
of. Overall, it was difficult to find targeted grant/funding scheme for EEs at a federal level. 
Australia has been found to lag behind other innovation driven economies in terms of 
government programs (Davidsson et al. 2012, p.20). For refugees, arriving with no savings 
and no assets, access to even the smallest seed funding presents significant challenges. 
Microfinance addresses this need, but is underdeveloped in Australia. The Department of 
Social Services lists a very limited number of microfinance and matched savings initiatives, 
only one of which – Good Shepherd Microfinance - appears to be traditional microfinance 
(DSS 2015).  


 
2.2.4 Support Systems 
A significant obstacle for any new entrepreneur is their lack of familiarity with regulations 
and procedures when starting their business. EEs are, however, particularly disadvantaged in 
this regard due to lower education levels and language barriers. Occasionally, measures 
provide material assistance, for example incubation units/programs. One would question how 
well this particular measure is being achieved as Krieger (2011) found that a challenge that 
many EEs face is finding a location, such as office space, manufacturing space and/or a shop. 
In relation to networking, Krieger (2011, p.48) identifies ‘initiatives to improve connections 
between SMEs may be generic, targeting entrepreneurs regardless of origin’.  


The US, UK and Pakistan rank the highest when it comes to support systems with 
Australia coming fourth. This pillar involves the networks of peers, mentors and professional 
advisors that surround entrepreneurs. Incubators and accelerators are a good indicator of 
support systems; since they seek to concentrate all of these in a single location. The rationale 
for incubators and accelerators is to kick-start high growth potential start-ups, however some 
doubt has been expressed as to how effective this model is in the absence of a robust venture 
capital sector to provide follow-up funding on graduation (Mazzarol, 2015). Kinner (2015, 
p.13) supports this by identifying that the availability of venture capital is a measure of how 
supportive a country’s ecosystem is. He found that Australia barely registers on the radar 
when comparing domestic venture capital investment with that of its global counterparts. 
 It is questionable whether many of the incubators and accelerators in Australia would 
offer useful support to REs, except for those who speak English and have an entrepreneurial 
and/or STEM background – i.e. those who are least in need of support. A recent discussion 
paper highlights that the accelerator model does not suit all businesses, particularly those that 
do not require significant seed capital, but nevertheless benefit from support during the 
vulnerable start-up stage (Webb 2013). Incubators, often known as ‘enterprise centres’ or 
‘hubs’ are still commonly found in Australia, usually supported by local government, 
providing working spaces, advice, mentoring and networking for slower-growing, organically 
financed start-ups. Ethnic communities support their members with education and mentoring 







 
 


through a range of NGOs, many of them affiliated with the Federation of Ethnic Community 
Councils of Australia (FECCA). However, these NGOs themselves are under threat through 
reduction or removal of the small grants on which they rely, such as the Settlement Grants 
Program (becoming harder to access), the Migrant Communities Employment Fund and the 
Building Multicultural Communities Fund (both recently discontinued) (FECCA 2014a). 
Finally, the NEIS program (referred to in section 2.2.3) provides ongoing mentoring as well 
as other supports.  
 
2.2.5 Regulatory Framework and Infrastructure 
To increase the success of entrepreneurial measures, appropriate policies and programs 
should be developed to spread the entrepreneurial culture and to encourage people to be 
entrepreneurs. According to Vonk and Ribbink’s (2008) and the European Commission’s 
(2000) study of ethnic entrepreneurship policies in Europe they were able to identify 146 
policy measures which offered services that led to the strengthening of human, social and/or 
financial resources which enables the EE to be empowered. The main focus of these policies 
is on enhancing the human capital of entrepreneurs through training, counselling and 
information services. They found that interventions fostering social networking explicitly are 
small in number, however many promote networking implicitly instead. Fewer measures 
focus on providing financial services, but in fact, many programs facilitate access to finance 
by strengthening the entrepreneur’s skills and knowledge.   


Australia scored 54% when it came to ‘Regulatory framework and Infrastructure’ and 
only two percent greater than Mexico. According to (then) Treasury officials Kukoc and 
Regan (2008, p.6) weaknesses of the Australian government are the absence of indicators 
and accurate, internationally comparable data that reflects the innovative nature of 
entrepreneurship and distinguishes it from ordinary business activities. Furthermore, without 
such data it ‘is difficult to draw firm conclusions about the true level of entrepreneurial 
activity in Australia or any other country or improve the quality of public policy initiatives 
aimed at supporting this activity’. Kinner (2015, p.61) identifies that Australia is the only 
country in the OECD that does not have a science and innovation strategy and lacks a 
consistent narrative about how the country will transition to a knowledge-intensive economy.  


The World Economic Forum (WEF) identified that Australia’s infrastructure ranked 
18th out of 148 nations, an improvement on its ranking of 20th in 2012 (Schwab 2013).  
However, it highlighted that Australia lags behind the world’s best practice (i.e. Hong Kong – 
ranked 1st; Singapore 2nd; Germany 3rd). When defining a ‘well-developed infrastructure’ 
Schwab (2013, p.5) broke this down to mean a well-developed transport and communications 
network; an effective mode of transport including quality of roads, ports and air transport; 
unimpeded businesses and factories in terms of electricity supplies and a solid extensive 
telecommunications network. Table 4 below provides a snapshot of the infrastructure and 
regulatory framework for Australia.  


 
Table 4: Regulatory Framework for Australia (adapted from Mazarrol 2015 & Schwab 2013) 
It takes approximately 2 ½ days to start up a business. When compared to the OECD average it is significantly 
quicker in terms of the length of time it takes. 
In terms of the volume of documentation required to start a business in Australia it takes at least three separate 
procedures, however in New Zealand it only takes one step. 
Australia has a high internet adoption rate, whereby the internet bandwidth (kb/s) per user is 34 out of 148 
nations, however the internet bandwidth in the country is poor.  
The transportation system is an issue: its road quality were ranked 40th, the quality of its railroad infrastructure 
was ranked 33rd 
The quality of its port infrastructure was ranked 42nd 
The quality of its air transport infrastructure ranks it 30th 







 
 


In relation to Australia’s infrastructure there is room for improvement. When 
compared to Singapore and New Zealand in terms of cost of trading across borders, paying 
taxes and registering property, Australia performs badly. When compared to the OECD 
average, Australia’s compliance costs for trading across borders were found to be worse. For 
securing export permits it takes five separate documents and for imports seven documents. 
Mazzarol (2015, p.4) also highlights that ‘the average cost per container shipped from 
Australia was around US$1,150 and US$1,170 per container for imports.  This compared to 
US$440 per container in Singapore and US$870 (export) and US$825 (import) for New 
Zealand.  Additionally, the length of time it takes to import/export goods is double that when 
compared to Singapore (8-9 days compared to 4). Therefore for EEs who import produce 
from their home nation, this is an expensive and lengthy business activity for them.  


Though not the highest in the world, Australia’s company tax rates are around 30% 
when the OECD average is 25.6%. Schwab (2013) highlights the top four problematic factors 
for doing business are restrictive labour regulations; inefficient government bureaucracy and 
tax rates and tax regulations. Mazzarol (2015) highlights that Australian businesses pay 47% 
of annual profit in taxes, it takes some 105 hours per year to complete and it takes 11 separate 
payments to complete. In Singapore its significantly less i.e. 17% in taxes, 82 hours per 
annum to complete and only 5 taxes are paid each year, therefore there are ‘like with like’ 
nations that Australia could learn from. In relation to legislation, Collins (2008, p.56) found 
that many EEs in Australia who contributed to his findings complained of the difficulty of 
having to work their way around the bureaucratic maze of legislation, red tape and policy 
developments that impacted on their business. 


The Australian tax system does offer some incentives to small and new businesses 
including: reduced tax rates whether incorporated or sole trader, immediate asset deductions 
up to $20,000, and of professional costs associated with startup (Australian Government 
2015b). In addition, SMEs with turnover under $2m can operate cash rather than accrual 
accounting, which is more aligned to the viability of startups and any SMEs with a lengthy 
cash conversion cycle. 


 
2.2.6 Education & Training 
Allison et al. (2015, p.3) found that throughout Europe the approaches to entrepreneurship 
teaching and learning are diverse and that ‘more sophisticated, fully integrated approaches 
are becoming embedded in the student experience, in particular involving them in real-life 
situations and market requests and developments faced by industry’. Furthermore, they 
highlight that interdisciplinary and multidisciplinary experiences are important for students 
engaged in entrepreneurship and innovation’. The University of Limerick in Ireland is an 
example of this in practice. Hynes et al. (2011) reviewed a practice based, interdisciplinary 
module, which enhanced the collaboration between educational institutions and the small 
business community, which has resulted in a more employable, well rounded and skilled 
graduate. Furthermore, having migrant students enrolled in university has proven to be 
beneficial to a nation. For example, Hunt and Gauthier-Loiselle (2008) found that a 1.3% 
increase in the migrant population of college graduates in science and engineering courses 
caused a 20% increase in patents per capita.   


Once accepted as refugees to Australia, refugees have access to normal welfare 
programs, including unemployment benefit, making them eligible for NEIS, delivered 
through the national network of Technical and Further Education (TAFE) colleges and aims 
to move participants from unemployment to self-employment. Participants undertake the 
Certificate IV in Small Business Management course (3 months) and receive ongoing income 
for the next 9 months. They also receive 12 months of business mentoring.  







 
 


According to Oliveira and Rath (2008, p82), EEs are often associated with a wide 
array of problems, notably a general lack of business management skills and competences, 
and often also a poor grasp of the host country’s language. Clearly refugees need to have 
adequate English and basic education to complete training successfully. Such education is 
available in Australia, but there are difficulties with access to it as highlighted by FECCA 
(2014b) who has identified many barriers facing new communities attempting to integrate 
into education and employment and these include: poor English skills, lack of local networks, 
vulnerability due to trauma, low levels of education/training; non-recognition of prior 
education/experience, and dealing with unfamiliar government structures, discrimination. 


 
2.2.7 Universities as Catalysts 
This pillar is the newly added dimension to the entrepreneurial ecosystem. Though 
entrepreneurship education offerings have grown significantly globally in the past decade, 
this trend is not evident in Australia (Maritz et al 2015) and this is possibly reflective of the 
low score attributed to it (38%). Currently two Australian universities offer a Masters in 
entrepreneurship, with an additional 13 postgraduate programs offering at least 50% of their 
content in entrepreneurship (Maritz et al. 2015). However to gain entry onto these programs 
requires previous work experience and a recognised undergraduate/professional qualification. 
Endowed chairs, common in the US are largely absent in Australia (Kinner 2015). 
Furthermore, Kinner (2015, p.27) explicitly states that Australia’s startup ecosystem is 
immature and that it is ‘important that educational programs focus on imparting core skills’. 
Additionally, Kinner (2015, p.12) highlights that ‘entrepreneurship education in most 
Australian universities is delivered by academics with limited first-hand experience of 
entrepreneurship’. He suggests that to engender a culture of entrepreneurship on campus ‘it is 
essential that senior leaders actively promote the cause and engage the university community 
in a dialogue about the role of entrepreneurship in the university’ (Kinner 2015, p.47). 


REs are likely to encounter significant barriers accessing even those university 
programs that exist. Swinburne University of Technology in Melbourne, has recognised this 
challenge and has engaged in dialogue with the Refugee Council to discuss the Syrian 
refugees that are coming to the region soon. It has designed a ‘Taster’ program that will 
introduce the vocational courses it has available to the refugees and to other ethnic groups. To 
make members of the ethnic community feel welcome, Swinburne University has developed 
a ‘Welcome Tree’ which has words of welcome from members of the wider community.  
Furthermore, Victoria University offers the John Byrne Scholarship for Refugees, which aims 
to support a recent refugee who is undertaking TAFE studies at the university. The Ignite 
program, an initiative of Migrant Resource Centres in New South Wales has taken 129 Res 
from 25 different countries (Collins 2015). Programs like this and Stepping Stones are being 
hailed as a key component of Australia’s response to integration of the anticipated Syrian 
refugees. 


 
2.2.8 Cultural support  
According to Singer et al (2014) if a country wants to be more proactive in developing an 
entrepreneurial culture, it is relevant to implement consistent policies and programs on 
restructuring the capability of the education system toward providing entrepreneurial 
competences as a kind of transversal skill for everyone. The UK government has recognised 
the importance of this by dedicating one day in the school calendar so that all secondary 
school children do ‘enterprise’ for the day. The European Commission supports the European 
Day of the Entrepreneur which includes activities for youth, public, politicians and it is a tool 
that is used to promote entrepreneurship in order to create growth in jobs. As mentioned 
previously, Australia is the only country in the OECD that does not have a science and 







 
 


innovation strategy, however moves are afoot to change this. In 2015, the Australian 
government has proposed to ‘refocus its industry policy to drive entrepreneurship and 
innovation’ (Australian Government 2015a). 


Singer et al (2014, p.12) found that on a global basis, African and North American 
economies display a greater entrepreneurial culture when compared to EU economies. They 
attributed this to the value of high status attributed to successful entrepreneurs found in these 
two economies and which was additionally supported by high media attention for 
entrepreneurship. They found that EU economies showed the lowest social values towards 
entrepreneurship in terms of (i) being a desirable career choice, (ii) being associated with 
high social status and (iii) being the focus of positive media attention.  An example of 
positive media attention is the ‘Ethnic Entrepreneur of the Year Awards’ in Ireland, which 
aims to reward members of ethnic minority groups for their work in establishing business and 
social projects throughout the country and has been in operation since 2007. This awards 
program gets national airtime on the television, newspaper and radio.  


Australia’s low rating of 29% on Cultural Support is surprising, placing it well behind 
culturally similar countries such as Ireland (42%) and England (40%) and only just ahead of 
Pakistan (25%) and Mexico (22%). Furthermore, it is at odds with Davidsson et al’s (2012) 
GEM findings which indicated that 53% of Australians thought entrepreneurship was a 
desirable career choice, 67% felt successful entrepreneurs had high status and 73% found 
media attention to entrepreneurship positive. The contra position may be explained by 
Australia’s attachment to the ‘tall poppy syndrome’, whereby the ‘very successful’ may be 
regarded with envy and suspicion and there is enjoyment at seeing them fall from grace. It is 
unlikely, however, that portrayals of entrepreneurs in the media have much influence on REs, 
as they fall into the category of ‘necessity entrepreneurs’ (Reynolds et al., 2001 p.56). Hindle 
and Klyver (2006) found no significant relationship between entrepreneurial activity and 
positive media, except for a reinforcing effect for opportunity-driven startup founders.  
 
3.1 Conclusion and Recommendations 
The conclusions that can be drawn from this conceptual paper is that; at its core, Australia 
has the foundations of a positive entrepreneurship ecosystem i.e. strong human capital 
workforce, accessible markets and funding and finance. However, when these three pillars 
are specifically examined for ethnic/refugee entrepreneurs, the paucity of services and 
supports are apparent. In relation to the remaining five pillars, the weakness of this sub-group 
of pillars drags the core group down from a ranking of 3rd place (behind USA and UK) to 5th 
place. Clearly, concentrating on ameliorating the weak features of these pillars will have the 
effect of improving the positive potential for all Australian-based entrepreneurs, irrespective 
of nationality/ethnicity. Therefore, Australia needs to be more aware of its failings in terms of 
its mentoring and advisory supports, it needs to be even more pro-(small) business; it needs 
more entrepreneurship training and both more widespread and more accessible University 
programs. 


The conclusion therefore suggests that the Australian entrepreneurial ecosystem for 
REs is not fit for purpose. To develop a more suitable RE ecosystem requires an 
understanding of how entrepreneurial ecosystems develop. Compass (2015) identifies four 
stages of the evolution of entrepreneurial ecosystems and these were described in Table 1. 
The Compass (2015) framework is specifically based on a detailed study of the evolution of 
high-impact, technology startup ecosystems, however we believe it can be tailored for an 
ethnic/refugee entrepreneurship ecosystem. Our research suggests that there are no RE 
ecosystems anywhere in Australia that have yet graduated from the Emergence phase in 
Compass’s (2015) model. The requirements of the Emergence phase is a community of 
tenacious, visionary REs and mentors who won’t let the lack of support and resources get in 







 
 


the way of creating new businesses.  One of the best ways to foster a vibrant RE community 
is to nurture it with many types of events: workshops, meet-ups, and events such as 
microbusiness Startup Weekends. These events are powerful because it is critical that REs 
meet each other face-to-face, form bonds, share tips and challenges, and feel the support and 
camaraderie of their fellow REs on their journey. Having a social support structure composed 
of other REs who can empathize and commiserate through the vicissitudes of the business 
startup journey is critical for the success of startups, especially in a newly forming RE 
ecosystem. (Compass, 2015: p10).  


There are however, promising signs of the development of systematic capability in 
supporting ethnic/refugee entrepreneurial activity. At grassroots level, this is mostly 
conducted by small or micro NGOs; supported by government grants, donations and 
community volunteers. The Refugee Council of Australia acts as an umbrella organisation 
supporting its members. Unfortunately these organisations are themselves struggling to 
survive due to dwindling government grants and increasing bureaucracy to obtaining them 
(FECCA 2015b).  


The Ignite program demonstrates one of the key characteristics of the Activation 
phase. However, it must be noted that this program depends on NGO entrepreneurs to drive 
it. While RE enterprise development programs are always likely to be driven by a passionate 
and capable few, governments and the corporate sector could do more to support them. The 
entrepreneurial people behind such programs are usually highly skilled at networking, finding 
resources and making the best use of them. But they are necessarily limited in their impact by 
being dependent on their own time, energy and personal networks. Government programs and 
corporate partners can provide essential resources to help RE facilitators such as Ignite’s 
Violet Roumeliotis to scale up their operations, just as the Activation phase of the Compass 
model requires. Using the WEF pillars, the following are recommendations to foster 
ethnic/refugee entrepreneurship ecosystems in Australia: 
Pillar 1: Human Capital & Workforce: 
 Support ethnic/refugee community organisations to mentor ethnic entrepreneurs with no 


prior business background by matching them with experienced entrepreneurs. 
 Expand the visa system to target STEM students for undergraduate and postgraduate 


programs. There is evidence to show that with an increase in the migrant population in 
science and engineering courses leads to a reciprocal increase in patents per capita. 


Pillar 2: Accessible Markets 
 To minimise the ghettoising of refugees, consider the supports that the community can 


provide along with the necessary government supports. For example there is an historical 
symbiotic relationship between the Lebanese community and the Syrian community. 


 Marketing training programs specifically for ethnic/refugee entrepreneurs should be 
made available to help them expand beyond their own ethnic community. 


Pillar 3: Funding and Finance 
 Increase the availability of microfinance, to begin with, aiming to match the relatively 


widespread availability in Europe and other regions. This scheme could be linked to 
mandatory training on the regulatory and tax regime in Australia. 


 An overhaul/review of the funding and finance schemes needs to be undertaken to ensure 
that all stages of business growth are catered for and that the programs are much more 
inclusive as there are currently restrictions on size and turnover. 


 Provide low level funding where the bank acts as guarantor. 
Pillar 4: Support systems 
 Increased support for connecting existing communities and organisations through 


umbrella bodies such as RCOA and FECCA and the network of Migrant Resource 







 
 


Centres. For example, local or state government funding for events that would bring the 
RE community and their supporters together. 


 Targeted advice, in multiple languages is required. 
 Raising awareness of RE activity and its contribution to economic and social capital, in 


order to attract volunteer advisers and mentors, and to encourage established 
organisations to find ways to work with RE businesses (for example at the second 
author’s local primary school a group of Somali refugee women provide cooked meals 
three days a week). 


Pillar 5: Regulatory Framework & Infrastructure 
 In the proposed 2015 redesign of the Industry policy it should be explicit that data is 


gathered on a yearly basis to enable global comparisons to be conducted. 
 Streamline the tax compliance bureaucracy and the bureaucracy around importing and 


exporting through the investment in IT systems and hiring more compliance officers. 
 Offer tax credits/incentives to hire ethnic minorities. 
Pillar 6: Education & Training 
 Recent refugees should be supported in their endeavours to educate themselves with 


regard to language skill development and programs about integration into Australian 
society. 


 Review the Vocational Training education uptake and explore ways to reduce the 
barriers to this important pillar. 


Pillar 7: Universities as Catalysts 
 Embed within the curriculum a focus on ethnic entrepreneurship. 
 Devise a transition program that will help refugees to access higher education. 
 Encourage senior leaders to debate the issue of entrepreneurship. 
Pillar 8: Cultural support 
 Make better use of social media to promote the positive aspects of owning one’s own 


business and/or being an ethnic entrepreneur and how they contribute positive to society. 
 Produce a TV series that is similar to SBS’s highly successful series ‘Go Back To Where 


You Came From’ and have the program focus on local and ethnic entrepreneurs. 
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Artistic Orientation in Creative and Cultural Industries: Toward the 
Development of a Construct 


 
There is a little effort to develop a systematic framework for understanding the 
individual inclination to process artistic production, particularly under the context of 
entrepreneurship in cultural and creative industries research. We start with the 
examination of artistic concept from 50 related-articles gathered from the field of art 
history, art philosophy, sociology, psychology and economics. The literature review 
then complemented with a field in-depth interview from 7 creative artists in order to 
generate the definition of a construct namely Artistic Orientation. Proposition and 
recommendation to stimulate future research are offered. 


 
1. Introduction 


Even though artistic concept is a central issue in the creative and cultural production, however 
there is a little attention has been given to the implementation in the entrepreneurship and 
management studies. The artistic concept is derived from the essence of something being 
characterized as an art. The root of this concept actually has been discussed from more than 
two centuries (Hospers, 1954), particularly in the art philosophy and sociology fields. 
Nowadays, after the evolution of the creative industries this concept is become more essential.  


It is about sixty year for the evolution from the ‘Culture Industry’ through the ‘Cultural 
Industries’ and ending at the ‘Creative Industries’ (O'Connor, 2010). This evolution is mainly 
driven by the tension of economics on culture. The production of cultural product has 
accelerated by the development of technology for reproduction and digitalisation which 
caused production become more capitalised. As a result, the use of economic logic becomes 
more apparent, and artists faced with the dilemma to use artistic logic on their work (Chaston, 
2008). Even tough economic logic is increasingly used; however, the conventional economics 
tools failed to clarify many issues in these industries (Caves, 2003).  


The failure of conventional economics theories to explain the phenomena in the creative and 
cultural industries is mainly caused by the assumption of profit maximization on all of 
individual effort. Internal impetus of an artist to create art works are neglected in the 
discussion. Artistic orientation is one of the artist internal motivations. Artistic orientation is 
closely related with the desire of individual to study art, music and journalism and to produce 
an original work (Astin and Holland, 1961; Richard, 1966; Milem, 1998). In the 
organizational level, artistic orientation refers to an organization internal inclination to 
produce innovative product, promoting freedom of artistic expression, and expanding the art 
forms (Voss et al, 2000).  


Despite the phenomenal growth of creative and cultural industries, only few academic 
researchers have attempted to define and model the artist internal inclination. The purpose of 
this paper is to introduce the artistic orientation as a construct and provide its operational 
definition. In order to achieve these objectives, this paper is arranged as follows: following 
the introduction, I will describe the method. Then, I will discuss related concepts such as art, 
aesthetic, artistic, and artist. Part four will discuss an existing knowledge about artistic 
orientation. It will follow by the new conceptualization of artistic orientation. The research 
proposition will be in the sixth part. Finally, last part of this paper will be theoretical and 
practical implication.  







 
 


2. Method 
2.1. Literature review 


The cultural and creative industries is located in a crossroad of several disciplines, such as: art 
history, art philosophy, sociology, law, management, and economics (Ginsburgh, 2012). 
Therefore, in order to capture the comprehensive understanding about the construct, I use two 
stage literature reviews. First, I examine the root of the concept of art, aesthetic, artistic and 
artist. Then, it followed by evaluating the existing definition of artistic orientation.  


A review of literature of the last 60 years reveals that there is relatively little attention to the 
arts, artistic and aesthetic concept. I found 50 related academic articles. The limited research 
primarily focusing on: (1) the principles of art (Collingwood, 1958; Danto, 1964; Dilworth, 
2004; Kavanagh, O'Brien, & Linnane, 2002; Singer, 1998), (2) debate on artistic and aesthetic 
(Best, 2004; Korsmeyer, 1977; Nahmod, 1987), (3) tension between artistic and business 
(Eikhof & Haunschild, 2006; Ruud, 2000), (4) defining artistic value and aesthetic value 
(Hanson, 2013; Stecker, 2012), and (5) application of artistic concept (Alcala & Gonzalez-
Maestre, 2012; Boerner, 2004; Frechtling & Davidson, 1970; Hospers, 1954; Mucha, 2008). 


Further, I found that the definitions of artistic orientation have been established on many 
disciplines, such as in psychology (Astin and Holland, 1961; Richard, 1966), sociology 
(Smelser, 1997), arts (Dixon, 2014; Boerner, 2004) and education (Milem, 1998).  


2.2. Field interview 


Because the purpose of this study is to develop a theory by introducing a new construct, it is 
important to tap a wide range of perspectives and experiences from people who fully 
understand this phenomenon. An exploratory qualitative study was conducted to investigate 
the conceptual model of artistic orientation. This approach was recommended by other 
scholars for marketing theory development (Parasuraman et al, 1985; Zaltman et al, 1982; 
Kohli and Jaworski, 1990). In addition, theoretical sampling is used for selecting the 
interviewees (Creswell, 2007). Then, the field in-depth interview was conducted to seven 
individuals (3 painters, 1 traditional dancer, 2 designer, and 1 art educators). Interview was 
conducted in semi-structure style. After a brief description about the research project, each 
interviewee was asked about following issues: 


a. What does term ‘artistic’ and ‘artistic orientation’ means to you?   
b. Could you explain in detail your main motivation for doing artistic activities? 
c. Could you illustrate your artistic process? 
d. What factors foster or discourage this orientation? 
e. What are the consequences of this orientation? 
f. To what extent your creative works accommodate demands from the customer? 


 
These questions are provided to guide the structure of interview. However, it is often required 
an additional explanation and clarification, or even an illustration in order to get a deeper 
understanding on the specific issue. The interviews normally conducted for about 75 minutes 
and were audio recorded. The information from the interview indicates novel insight about the 
meaning of artistic orientation, as well as the causes and consequences. 


3. Art, Aesthetic, Artistic, and Artist  
3.1. Art as an expression, experience and interpretation 


The concept of artistic and aesthetic cannot be separated from the basic idea of art. The word 
art comes from Latin ‘ars’ which means something quite different (Collingwood, 1958). The 







 
 


definition then evolved, and in the late of eighteen centuries arts was disentangled into ‘fine’ 
arts and ‘useful’ arts, where fine arts mean ‘beautiful’ arts not delicate nor highly skilled arts 
(Collingwood, 1958). The term of art typically covers both the process and the product of that 
process from the artist (Hospers, 1954; Sawyer, 2000).  


There are three definitions on what art is about. First, art as an expression of emotion 
(Collingwood, 1958; Hospers, 1954). The emotion is something very abstract in nature. In 
expressing the emotion, a man may conscious of having an emotion, but not conscious of 
what that emotion is (Collingwood, 1958). Therefore, to articulate this emotion, art need a 
medium so that emotion become clearer and more concrete (Hospers, 1954). Practically, artist 
need a pen and paper to write, a brush and canvas to paint, or a chisel and stone to carve. The 
idea of artistic medium as tools to understand what is going on with the artist is one of the 
focus of Croce-Collingwood theory (Hospers, 1956; Kemp, 2003). 


Further, to clarify the way art is being produced, Hospers was distinct between expression of 
feelings and deliberate arousals. According to the expression theory, expression is the activity 
of an artist to express their perceived emotion. The act of expressing is essentially an 
exploration of artist own emotion. That is way, before expressing his emotions, artist cannot 
state what he is going to express and as its consequence, artist cannot calculate in advance the 
effects of his production (Hospers, 1954). In the other hand, arousal is an intentionally 
activity of a clever craftsman or a trained technician to arouse certain feelings, even though he 
does not feel it (Hospers, 1954). As an example, a fiction writer may deliberately attempt to 
arouse feelings of the readers, which he does not experience himself. 


According to Croce-Collingwood theory, to express is to make the subjective dimension of a 
mental state which is manifest in some inter subjectively perceivable medium, by that means 
enabling a suitably equipped audience to recover it (Kemp, 2003). The process to evocate, 
convey and communicate the emotion of the artist is become one of the major issue in the 
expression theory. 


Another view of art comes from John Dewey on his seminal book Art as Experience. He 
argued that expression on art comes from the interaction between the organism and its 
environment (Dewey, 1934; Hospers, 1954). Expression is not come automatically by itself 
but rather a reflective process from the interaction. Expression is an active response of the 
organism to its environing condition. An experience is a complete course of action, when the 
material of experience is fulfilled or consummated, such as when a problem is solved or a 
game is played into its conclusion (Leddy, 2013; Dewey, 1934). Experience can come from 
doing, undergoing, or combination of both. The balance of doing and undergoing will affect 
the quality of experience. By practicing both of doing and undergoing, artist will found the 
interconnection between the productive and appreciative aspect of art (Leddy, 2013). Finally, 
when doing and undergoing are joined in perception, and complemented by depth through 
past experience, then artist will get a ‘meaning’. 


Dewey also distinguished between the ‘product’ of art from the ‘work’ of art (Dewey, 1934). 
He noted that product of art, called the expressive object is only one element of the whole 
work. This expressive object is physical and potential, while the work of art is active and 
experienced. In addition, there are two view of how the object is expressing the meaning. The 
product of art can be purely representative of other object that already exist, expressing its 
universal character and ignoring individual contribution which adds something new to the 
object. In this context, the product of art should be isolated from the operation which 
produced it. On the other view, the product of art is part of the process of discharging 
personal emotion of the artist (Dewey, 1934).  







 
 


Further, Dewey note that there is no expression without any excitement, a discharge of 
emotion in term of a laugh, cry, utterance, and body movement (Dewey, 1934).  In this sense, 
Dewey and Collingwood seem complementary each others. Collingwood focusing on the 
expressive of emotion while Dewey focusing on release of emotion. These two things are 
easily confused because they may be used on the same person and the same situation. The 
difference is only from the point of view of the person speaking (Hospers, 1954). For an 
example, cry and smile of a baby may be expressive to his parents, but it is not an expression 
from the baby, rather it is a release of his emotion (Dewey, 1934). These differences are 
relevant to explain the phenomena of artistic activities in the business context. Recall from 
some concepts in the marketing field such as marketing orientation or customer orientation, 
where the focus of the business is on the customer point of view. It seems that Dewey theory 
is an idealist theory, while Croce-Collingwood theory is more pragmatic (Sawyer, 2000).  


The third definition of art comes from Dilworth who criticized Collingwood’s view, and 
emphasized art as interpretation. He notion that what artists doing is simply to interpret rather 
than to express, their initial emotions, in creative ways that may go beyond their initial 
impulses (Dilworth, 2004). Art is defined as an intention to create an object that provide 
aesthetically valuable experience (Stecker, 2012). Understanding an artwork consist of 
apprehending the aesthetic properties. Consequently, art is valued as an object of 
interpretation (Stecker, 2012). 


3.2. Aesthetic as a representation of Beauty 


A prior definition of aesthetic comes from Emanuel Kant in the late of nineteen century when 
he proposed a concept of transcendental aesthetic in contrast with transcendental logic. In 
Kant’s perspective, there are two types of knowledge; sensible and logical. Sensible 
knowledge is based on sensation while logical knowledge is based on reason (Gardner, 1999). 
Under this concept, aesthetic means a sensation or feeling from appearances which depends 
on space and time. 


Bennedetto Croce, an Italian philosopher then followed the discussion on aesthetic in the 
early twentieth century. Aesthetic is a feature of every mental state of human which 
articulated by feeling, sensation or emotion. Aesthetic for Croce is simply the higher-order 
science of the individual intuition which seeks the Beautiful. It is something individual and 
particular. It is different with other theoretic mental activity, named logic which focusing on 
intellectual domain and deals in concept, relation, and universals (Kemp, 2014, 2003). 


Aesthetic might also refers to the attention use of form and appearance that show mean of 
beauty (Hanson, 2013). In general, feeling of beauty comes from the balance or harmony of 
the interaction among properties of an objects, which include the natural entities living and 
nonliving, unnatural objects or ideas produce by humans, and the work of art (Corakli, 2014). 
In practical, the meaning of beauty then reflected by varied aesthetic properties which differ 
between types of art. In music, beauty refers to a complex, subtle, and delicate combination of 
tones (Hospers, 1954). Beauty in opera may consist of combination of musical and stage 
dimension (Boerner, 2004).  In painting, beauty might reflected by the harmonic interaction 
between lines, colours, and texture.  


3.3. Artistic as the core of an art work 


Artistic refers to the all genuinely expressive acts (Collingwood, 1958). Artistic is wider than 
aesthetic. Artistic activities may result a beauty product, but not limited to it (Hospers, 1954).  
Artistic is about expressiveness of experience and about interpretation of works. Artistic 







 
 


activity is not limited to activities linked to artefacts (such as book, statue, painting, 
symphony, and film), and certain specific institutions (galleries, museums, theatres, and 
libraries), but also include the new form of media arts such as, net art, software art, generative 
art, digital installations, hyper fiction, computer games as art, techno-performance and virtual 
architecture (Strehovec, 2008). 


Artistic goods refers to the product that carry non-economic values and created in novel unity-
in-diversity among the creativity of artist and the customer (McCain, 2006). The main artistic 
value comes from the artist’s creativity, therefore McCain presume that artistic value equal to 
aesthetic value. Artistic goods is a subset of cultural goods, while cultural goods characterized 
by: (1) creativity is the core of production, (2) they are concern with generation and 
communication of symbolic meaning, and (3) potential to have intellectual property (Throsby, 
2001).  


In order to operationalize the artistic concept, academicians try to identify artistic quality. In 
painting, artistic style can be characterized as a relational concept, a particular combination of 
the more concrete features of painting, such as subject matter, colour, or form (Frechtling & 
Davidson, 1970). Further, from the combination of the artistic element, there are four 
categories of artistic style in painting, namely romanticism, early impressionism, late 
impressionism, and surrealism (Frechtling & Davidson, 1970). It looks that artistic quality 
differs with beauty in aesthetic that is more abstract. In the field of performing-art, artistic 
quality is categorized into musical dimension (sound, tempo and rhythm) and acting-stage 
dimension (action, figures, atmosphere, mood, time, place, and genre) (Boerner, 2004).   


3.4. Artist and the role of audience in arts 


Someone can be called as an artist if he do an art (Becker, 1982), by expressing something in 
their process of creation (Hospers, 1954). The creative artist characterized as working in 
short-term, project-based job on a freelance, and self-employee basis (Taylor & Littleton, 
2008). In addition, artists tend to work together in their own ‘self-exploitation’ to pursue ‘self-
actualization’ (McRobbie, 2002). This characteristics offering flexibility and freedom, 
however give unfavoured consequences such as very limited job security and low-paid or 
even unpaid which lead to poverty and uncertain income.  Artist who cannot live by selling 
their work may obtain support in many ways, such as: sponsorship, patronage from the state, 
and other activities which create financial outcome but not related to their art worlds (Becker, 
1982).  


In the relation between art and money, artists have two different notions (Taylor & Littleton, 
2008). First, the art-versus-money view. In this view, artist put art and money as an opposan. 
Art work is an opposite of the commercial activities. They used term “selling-out” to refer 
someone who sacrifices artistic quality of their work in order to make money. The failure to 
make money can be even taken as a marker of artistic success or at least artistic integrity 
(McRobbie, 1998).  Secondly, the money-as-validation of art view. According to this idea, a 
‘good art’ logically carry a high monetary value. So, selling an art work shows an evidence of 
success. Of course, this is similar with the logic in business and commercial world. 


In art, there is also creativity on the consumption. So not only the artist whose creativity is 
engaged, audience is also use their physiological creativity to view, hear, and read the art 
work (Boden, 1991; McCain, 2006). People enjoy the challenge of finding hidden meanings, 
latent structures, and important connections with artworks (Carroll, 1986). The creation and 
consumption of arts links the artist and the audience in a unity of interrelated creative action. 







 
 


Art is about expression of artist’s emotional feelings, and should also affect the emotion of the 
reader, viewer, hearer, and spectator.  The full appreciation engaged by customer’s creativity 
in conjunction with the creation from the artist which make the art to have more wisdom and 
emotional mood compare with other product (McCain, 2006). The joint creativity among 
artists and its customer then will create ‘new intrinsic value’ to the artwork (Bryant & 
Throsby, 2006). 


Real artist feel powerful emotion which then he express or release by creating a work of art, 
in such way that the audience can feel the same emotion. The expression process is a “two-
way deal”, involving both artist and his audience (Hospers, 1954). Expression is not just 
evoked in us, but it is something which artist did, and then he communicated to us. However, 
there are many emotions and experience of the artist during his artistic creation—from the 
misery inception, working from ideas to fruition, and final technical detail execution—, which 
almost impossible to be conveyed to the audience. Only selected experience that artist want 
his audience to feel it should be communicated (Hospers, 1954).  


4. Existing Knowledge about Artistic Orientation 


It was Astin and Holland who initially proposed the concept of Artistic Orientation as a part 
of the psychological tool called Environmental Assessment Technique (EAT) in 1961. EAT is 
a psychological instrument which attempt to assess the environment in term of eight 
characteristics of student body (Richard, Jr. et al, 1966). Then, artistic orientation defined as 
an individual inclination to study art, music and journalism (Astin and Holland, 1961, Richard 
1966). Artistic orientation might also referred as individual who value the goals of making 
artistic and literary contribution, by create, write or perform original artworks (Milem, 1998). 
In the sociological view, there are two explanations of artistic orientation. The first definition 
is about an aesthetic posture toward subject matter, or an emphasis on pattern. And the second 
is regarding an application of knowledge, as in the ‘art of medicine’ or the ‘art of the possible’ 
(Smelser, 1997).  


Further, the structural change in the cultural industry urges artists and art-related organization 
to create a balance between artistic orientation and marketing orientation (Boerner, 2004; 
Voss et al, 2000). In this context, artistic oriented organization is characterized as an 
organization which has an intrinsic drive for creativity and independence by producing 
innovative product, promoting freedom of artistic expression, and expanding the art forms 
(Voss et al, 2000). 


In the visual arts, the orientation toward artistic production can arise through three types of 
artistic process, namely social, symbolic, and situational orientation (Dixon, 2014).  Artist 
who uses social orientation on his artistic process will focus on communicative meaning of 
the belief of art as a catalyst for change both of social and personal situation. The 
collaborative attitude toward field of arts and public audience of his work will be very 
dominant. The motivation of social oriented artist is to connect, convey ideas and visually 
communicate to a generalized audience around issues of personal, social and cultural 
significance. For artist who have symbolic orientation typically have more passion for visual 
dialogue between artist’s ideas and artwork. He focuses on ideas as a metaphysical concepts 
and the reification of those ideas into a perceptual form. Finally, some artists use solitaire 
approach for processing visual arts. For them, art is simply about the relationship between the 
artist, the material, and the emerging work on canvas. They express their passion of the 
visceral and physical qualities with the medium, tactile dialogue inherent to their process, and 
responsiveness to the perceptual transformation from the manipulation of materials. This type 
of approach called situational orientation. 







 
 


5. Artistic Orientation as a Construct 
5.1. Comparing Literature and Field Perspectives 


Artistic orientation has been discussed in a limited study. Examination of these studies and 
other literature on arts and aesthetics suggest four underlying themes, and is treated as an ad 
hoc definition of artistic orientation: (1) intrinsic drive for self expression and actualization 
(Astin and Holland, 1961; Richard 1966, Collingwood, 1958; McRobbie, 2002), (2) focus on 
beauty and originality (Millem, 1998; Smelser, 1997; Voss, 2000), (3) communication in the 
artworks process (Hospers, 1954; Bryant and Throsby, 2006), and (4) required resources 
(Hospers, 1954; Kemp, 2003). 


The view of artistic orientation that emerges from the field interview is consistent with the 
notion received from the literature, although some differences are evident. Essentially, the 
field interview provides a clearer idea of the construct’s domain and enables us to provide a 
more precise definition. This precision beneficial for theory development, construct 
measurement, and theory testing. In the subsequent discussion, we first compare the four 
themes of artistic orientation gathered from literature with the field-based view, then will be 
followed by an explication of the elements of the field-based view of the construct.  


Intrinsic drive for self-expression and actualization. The reason for artist processing artworks 
is mainly to express or release their own emotion (Collingwood, 1958). The artist’s 
expression is not only how they representing their mood, but it is part of their need as a 
human being to discharge their personal emotion (Dewey, 1934). Therefore, they uphold the 
freedom to express what they think important and interesting. Artist believes that exercising 
his thought, mood, and emotion is a part of his self-exploitation on the artwork, and it is 
needed as a tool to pursue his self-actualization. The notion from field interview is quite 
similar with the view from the literature, that artistic orientation is a dispositional element of 
an artist.  


Focus on beauty and originality. The root of artistic orientation is the concept of aesthetic and 
novelty. The sense of beauty becomes a centre of attention in the work of art (Hospers, 1954). 
This feeling comes from the harmony of the artistic work’s ingredient, and is the result of a 
subjective evaluation of individual. Authenticity is another focal point in the artistic activities. 
From the early period, the discussion of art is always bringing up the novelty into the main 
theme to determine that something is respectfully classified as a work of art (Collingwood, 
1958; McCain, 2006). These ideas are closely parallel to the findings in the field interview. 
Moreover, the interviewees also stressed a symbolization of meanings as another focus on 
artistic production.  


Communication in the artworks process. Even though the artistic process is a release of 
artist’s emotion, however the work of an artist is not purely isolated --physically and 
mentally-- from the environment. Artist needs to communicate with his environment as a part 
of creating experience and sharpening his skill on interpreting many objects around his 
environment. In addition, as art is a two-way deal (Hosper 1954), or a joint creativity between 
artist and their audiences (Bryant & Trosby 2006), the artist interaction with the environment 
is necessary in order the artist to disseminate the message effectively. Even tough, 
communication is stressed in the literature as one pillar of artistic orientation; it is surprisingly 
that interviewees merely saw interaction and exchange of ideas as one of the element of 
artistic skill required to be an artist. They stressed that communication is naturally part of the 
way artist process his artwork. 


 







 
 


Figure 1. The Elements of Artistic Orientation 


 


Resources required. Both artists and their audience need resources when they deal with arts. 
Artist needs resource to produce an artwork, while audience require resource in order to 
consume the arts. Artist needs something to be expressed, a medium for showing his idea, and 
skill of expressing his though (Kemp, 2003). In addition to those resources, artist might 
optimize the usage of four capital, namely intellectual capital, cultural capital, symbolic 
capital, and social capital (Townley, Beech, & McKinlay, 2009). The view from literature is 
corresponding with the argument of the interviewees. Then, they specify that these resources 
will hinder or facilitate the artistic orientation of individuals. We next discuss in more detail 
each elements of artistic orientation: the source, central attributes and apparatus.  


5.2. Explicating the Artistic Orientation Construct 


The source of artistic orientation. The starting point of artistic orientation is a self-desire from 
individual to perform artistic production. Instead of relying on external pressure or a desire 
for reward, this orientation exists within individual and driven by an interest or enjoyment in 
the artistic task itself. This intrinsic drive is seems like a need of individual to naturally 
express their emotion, release their feeling, deliver message, and gaining experience from 
being involved in an aesthetic situation. This inner-directed behaviour is a reflection and 
expression of the artist’s freedom and independence as a human being, and becomes the 
ultimate goal for the artist. 


According to the individual cognitive-affective personality system, individual’s perception on 
himself in particular situation and the expected outcome of his perception will impact to his 
behaviour (Mischel and Shoda, 1995). Hence, individual who put beauty and novelty as one 
of his obsession in life and regard it as his important long-term goal then will be strive on it. 
He believes that in the end he will gain responses that make him satisfied emotionally. That 
psychological contentment can be in many forms, such as emotional released, pride, sense of 
beauty, relief, recognition, enjoyment, and acceptance from the community.  


In the social psychology perspective, the strong inner motivation of artist to practice artworks 
is the result of a combination between artist intensity and latent factor namely orientation 
(Belmechri and Hummel, 1998). Orientation on artistic activities is a long-term goal of an 
artist to let him in the practice which have sense of beauty and show a level of novelty. 


The central attributes of artistic orientation. There are many attributes which can be used to 
describe something artistic. This attributes then will determine the intrinsic value of a work. 
The sense of beauty and attractiveness are the most frequently apparent when people discuss 
about artistic, even though they are also realized that to be artistic the object is not always be 
beautiful. In general, the balance and harmony among object’s properties indicate the level of 
beauty (Corakli, 2014). The proportion and harmony among line, colour, shape, space, scale, 
texture, and lighting will define the level of artistic in design. In traditional dance, artistic is 
resulting from the motion of body shape, which consists of space, energy, and time; in 







 
 


harmonies with the musical instrument, costume, and stage arrangement. In addition, the 
sense of beauty and attractiveness is very subjective, and depends on the time, knowledge and 
central interest of people. The sensation of attractiveness may occur both in the production 
and consumption of creative product. Artist gets sensation during his artistic process, while 
audience may found particular feeling when read, view, hear, and interpret the meaning of the 
art work. 


Not only attractive, the authenticity of the product may also refer to artistic. In contrast with 
beauty which focusing on sensation or feeling, authenticity is more rational. Authentic refers 
to the originality, uniqueness, freshness, and newness contained in the artistic process. 
Authenticity can be distinguished into nominal and expressive authenticity (Dutton, 2003). 
Nominal authenticity compare the creative work to an existing artistic tradition, in a sense that 
how closely a performance conforms to the original author’s intention, while expressive 
authenticity refers to how much the work possesses original or inherent authority. Further, 
authenticity is not limited to the product as an object but may also include novel ideas, 
original technique of production, imaginative choice of material and medium, ingenious 
composition, and innovative delivery to audience.  


The final attribute of artistic is about the symbolization of meaning. It is clearly stated that the 
artistic work is dealing with the process of expressing feeling and emotion into artistic 
medium. In every artworks production, artists have a thought about ‘something’ interesting 
and important. They want to transfer and translate their emotion, thought, or idea about those 
important things into the some works, object, or series of activities in that sense that other 
people reflecting the meaning of the work, object, or series of activities with an enjoyment. 
There are many reasons for artist in transferring a message, such as promoting, reminding, 
advocating, and provocating about an issue. The important messages that artists intend to 
deliver may include moral, social, religious, political, and ethical values. That is way the 
product that resulted from an artistic effort is different with the commodities. In the 
commodity goods, the utility come from the functionality of the product to fulfil customer 
need. While the utility of artistic product come from its message and meaning that symbolized 
into word, sign, movement, voice, language, or combination from both of them. The utility 
may also come from the process to encode the meaning from the artistic work, object, or 
series of activities. Further, if the commodity goods are focusing on the customer, in contrast 
the artistic goods created based on the important of the message to the artist. This idea was 
recalled from the experience traditional dancer: 


For me, perform a dance is not only deliver glamour and beautiful movement, but the most important 
thing is how this performance can remind people to certain noble values.  


The artistic of a work is not only limited to visual composition but also include experience of 
the artist. Understanding the complexity of the creation, find out the way artist process the 
work, and interpreting the symbol behind visual arrangement can help individual to develop 
experience on an art work. When dealing with artistic, artist realizes that this is not a one 
stage process; rather it is a serial effort that requires a strong intention and solid commitment 
from the artist to make experimentation over time. For example, the senior batik painter 
stated: 


Artistic is not a matter of exposing artist feeling, but a combination of personal expression and 
consistent experimentation of art.  


Finally, the accumulation of the experimentation and the experience of the artist will create 
brand image, an intangible value embodied on the product. By putting a signature, mark or 







 
 


other symbol, audience will realize that the creative product is belong to particular artist. 
Then, it will give a pre-subjective evaluation about the artistic quality of the product by 
connecting to the history and experience of the creator in developing his artistic competence.  


The apparatus of artistic orientation. The individual tendency toward artistic matters is not 
automatically produce artistic work; rather it needs a mechanism to represent an abstract 
inclination into more concrete subject matter. There are three interrelated resources which 
affect this orientation, namely soft competence, hard competence, and medium. Soft 
competence plays a role in the generation, conceptualization and symbolization of ideas, as 
well as building communication to the environment. Hard competence concretizes the 
conceptualization into the medium, so that a nonrepresentational matter becomes real and 
measurable. As the experienced painter express it:  


To do a creative work, you just need passion and talent, but if you want to perform well, you should 
complement with hard-ability and soft-ability. 


Soft competence is an individual attributes, qualities, and attitude which qualify individual to 
perform artistic activities. There are seven soft competences identified: (1) aesthetic sensing, 
(2) intellectuality, (3) cultural competence, (4) symbolic competence, (5) communication, (6) 
freedom and independence, and (7) persistence. Aesthetic sensing refers to the ability to sense 
harmony, beauty, and nature, and the ability to do creative self-expression. This ability is the 
basic qualification to perform both artistic production and consumption. Aesthetic sensing is 
very subjective and personal, which depend on the social, educational, political, and 
economical background of the individual. Intellectuality means to the ability of individual to 
indentify and generate creative ideas. These creative ideas basically are seed of any creative 
endeavour, and in here is a basis of the symbolic message. The creative ideas can be in a form 
of describing natural environment, human interaction, mechanistic process, and other 
existence in the world but not limited to the weird imaginations. Not only in the form of 
description, creative ideas can be in the form of persuasion, provocation, or commemoration 
(Townley, et al, 2009). Further, in order for the message can have a ‘taste’, the artist should 
have ability to decode that which is encoded. This ability known as ‘cultural competence’ 
(Townley et al., 2009). So, artist should be able to convert a creative idea into some code that 
convey the message correspond to that idea, and then in the same time imagine how audience 
will decode that message. It is clear that artist put their mind in the position of creator and 
audience simultaneously. They think about the production, and at the same time consider 
about the consumption. In addition, because artistic work is about process of meaning 
making, having a symbolic competence is essential. Symbolic competence refers to the ability 
of artist to define and legitimize cultural and artistic value, standard and styles (Townley et 
al., 2009). Symbolic competence can also be used to optimize the value of artistic works. 
Further, individual also need communication skill. Communication refers to the ability of 
individual to interact with the audience, other artist, and community. The communication is 
not limited to the performance or product delivery, but also includes interactive relationship 
among artist and his environment. Other personal attribute required is freedom and 
independence. Freedom means individual eagerness to act, speak, or think without hindrance 
or restraint, while independent refers to an intention not be influenced or controlled by others 
because artist feel confident on his ability. The final soft competence is persistence. It refers 
to the ability for individual to remain motivated to accomplish goals in the face of adversity or 
obstacles.    


Hard competence is a technical ability necessary for artistic production. Compare to the soft 
competence, hard competence is more concrete and measurable. This type of competence 
differs in each creative sector. In painting, the hard ability includes: sketching, drawing, and 







 
 


colouring, while in design it includes sketching, drawing, imaging, rendering and executing 
nirmana. In traditional dance, the hard ability includes composing and performing. 


In addition to hard competence and soft competence, artist needs a medium. It is the material 
that artists use to process their art. In painting, the medium can be canvas, glass, wood, wall, 
board, silk, water colour, oil paint, brush, pencil, and crayon. In dance, the medium is the 
dancers, musical instrument, makeup and clothing, lighting, and stage design. The choice of 
media is part of the meaning symbolization process. For instance, if a certain wood is 
considered sacred, then using it indicates that this piece of art is very special, or if an artist 
uses an uncommon medium, say garbage, it helps that artist make a statement. 


Artistic orientation is not something static, but rather a dynamic notion which can be 
developed mainly through artist’s experiences. And because experience requires a concrete 
action, therefore artist should be practice along the time, in order to maintain or even increase 
his artistic inclination. If he stops to perform a work, then the artistic orientation will be 
stagnant or ever worse be declining significantly. In this sense, maintain the focus and 
commitment to be consistently practicing a work is essential. The responses from arts 
educator indicate that view: 


I notice in many cases where artist found a new dominant interest and or losses his focus, then it affects 
to his intensity to perform the creative work. At the end, their artistic quality was slumped. 


Some development programs may facilitate individuals in order to develop their artistic 
orientation. The program may focus on some areas: first, increasing hard competence through 
series of training on the theory, technique, and tools of production. The purpose is to keep the 
production skill in an acceptable level, and provide new insight on improving the artistic 
process. It can be recalled from the interview with a senior creative designer: 


The advance of technology on production sometimes makes our existing technical ability becomes 
irrelevant. That is way, we need to learn and adopt the new technique or use a new tool. It is quite 
challenging as we already familiar with the existing ones, but sometimes we found new idea for our 
work while learning the new technique. 


Second, improving soft competence with the main purpose is to continuously develop the 
sensing ability of the artist. Building a closer relationship with the environment believed as an 
effective ways to sharpening the artist’s soft competence. It can be done independently or 
together with partners. Artist may exercise on its own merits: do contemplation, asking 
philosophically about certain phenomena, and evaluate an object in a very detail ways. Those 
exercises expected to sharpen artist logical-analytical skill which is beneficial particularly for 
the idea initiation. Artist may also build closer contact with the audience, joint to the creative 
community, and expose their work to broader spectators.  


5.3. Synthesis of Artistic Orientation 


From the preceding discussion, we offer following formal definition of artistic orientation: 


Artistic orientation is the individual inclination to generate and disseminate products 
(and performance) which convey symbolic meaning, present authenticity and attributed 
with valuable taste using coordinated tangible and intangible resources with the 
ultimate goal of attaining artist’ emotional contentment.    


 


 







 
 


Figure 2. Antecedents and Consequences of Artistic Orientation 


 
 


6. Research Propositions 


We build up several propositions based on the conceptual framework developed from the 
literature and field interviews. The framework consists of three sets of factors: (1) antecedents 
condition that foster or discourage artistic orientation, (2) the artistic orientation construct, 
and (3) consequences of artistic orientation.  


6.1. Antecedents to an Artistic Orientation 


Every individual attached with specific talent, which then directed to particular behaviour. In 
this paper, talent defined as latent skills and art-making behaviour which embedded on 
individual (Rostan, 2005). With talent, individual will be able to sense aesthetic even though 
he may not proficient to formulate what he feels. The sensitivity about composition, harmony, 
and rhythm is a basic qualification to perform artistic activities. Therefore, we argue: 


P1: the greater the talent of an individual, the higher his artistic orientation.  


Passion on arts is a seed for artistic production. Individual’s passion on arts captures the 
extent to which individual ‘love’ to interact and derive joy from investing in arts-related 
activities. In the other word, passion on arts captures the emotional aspect of people’s 
approach on arts, and also relates to his cognition, in the sense that individual that passionate 
about arts tend to engage in more intensive and systematic way in art-related works. Indeed, 
we propose: 


P2: the greater the passion of an individual on art-related activities, the higher his artistic orientation.  


By doing and undergoing on arts, individual as an artist or as an audience will obtain artistic 
experience. Artist performs productive arts, while audience deals with appreciative aspect of 
arts. The accumulation of experience will result to accumulation of knowledge and skill of the 
artist, which beneficial in order to produce higher artistic quality work and create acceptance 
on the arts community. Experience will also become a pathway to become a maestro, as 
recalled from the experienced-painter on the interview: 







 
 


In the short-run, experience deals with the basic creative and production process, then in the next level 
experience involved in the development of artist’s competency, and finally in the long-run, the 
accumulation of experience will create brand image of the artist. 


Experience is not an instant process. It needs time, consistency, and solid effort. For that 
reasons, we argue: 


P3: the longer the individual’s artistic experiences, the higher his artistic orientation.  


Education, either formal or informal, is essential in order to sharpening individual talent on 
arts and train individual character to be more persistence. In order to facilitate learning about 
aesthetic, the curriculum should be designed by taking into account the balance between skill, 
intellectual and character development. Education provides an opportunity for individual to 
learn regarding the important of intelligence on art works, the tools and technique necessary 
for artistic production, ability to communicate with the inner and outer environment, and how 
technology affects the artistic production. Therefore, we propose: 


P4: the higher the arts education of individual, the higher his artistic orientation.  


In order to process experimentation on the creative work, artist needs knowledge and method. 
The availability and access of knowledge, information, tools, and creative communities will 
help artist to improve the speed and quality of idea initiation and execution. In addition, 
curators, galleries, exhibitions, and auctioneers can facilitate artists to expose the artist to the 
market. Therefore, we argue:  


P5: The steadier of arts infrastructure, the higher individual’s artistic orientation.  


Many artists suffer from the dilemma between arts as purely arts shake and arts as a source of 
economic livelihood (Chaston, 2008). This argument is consistent with the field-view, as 
recalled from the experienced painter: 


When the artists become a job, even certified, and they should producing a work every day, then the 
artistic process will lose its “soul”. 


The development of arts is influenced by the presence of patron who facilitates financing for 
art production. The performing art may disappear unless they receive financial support 
(Boumol and Bowen, 1966; Ginsburgh, 2012). In the Renaissance era, even a painter maestro 
like Michelangelo was live and work with art patron, which enable him to focus on artistic 
work and leaving the financial matters to his patron. Therefore, we argue: 


P6: the greater availability the patron for financing, the higher the artistic orientation of individual.  


Property right is a legal recognition to the intellectual and cultural works. A well established 
property right management not only provide solid acknowledgment to the creators on their 
creation but also offer potential economic benefit to the creators and their heir. It becomes 
conducive atmosphere for individual to start a novel establishment. Hence, we propose:  


P7: the better property right management, the higher individual’s artistic orientation. 


Technology can facilitate artist to do their creative process. Not only used as a production 
tools, technology may be used on idea commencement, presentation, and communication 
stages. Even though the use and dissemination of technology was intensified, technology still 
has limitation. Human being is still become the main actor for the artistic process, particularly 
in the visual and performing arts. Thus, we suggest: 


P8: the technology advancement will affect to artist’s artistic orientation. 







 
 


6.2. Consequences of Artistic Orientation 


The value of an artwork is determined by its artistic quality. The artwork which brings out 
audience’s aesthetic experience can be classified as a high quality of art. In more concrete, the 
quality of an art work is a balance of the interaction between medium, composition, tone, 
rhythm, and other artistic elements which create harmony, sense of beauty and deliver 
particular message. Recalled from experienced designer and senior painter: 


The quality of art works is determined by the ability of the work to create an “aha! Moment”, 
something experiential in aesthetic, which typically be evaluated from the ability of the work to deliver 
certain meanings [painter] and or the harmony of the interaction among medium, composition, tone, 
and other artistic dimensions [designer]. 


Since the artistic activities are not an instant matter, rather an experiential process of 
production which required strong skill and solid dedication from the artist, we can propose: 


P9: the higher the artistic orientation of individual, the higher the artistic quality of an art work 
resulted.  


Artist reputation has been important aspect both to the artist and the patron for thousands of 
years. In the cultural and creative market, the artist reputation would be the most important 
factor to make or break the career of the artist. Further, the price of an artwork is also 
positively correlated with the reputation of the artist (Schonfeld and Reinstaller, 2005). Artist 
reputation is a result of consistent effort of the artist to process artistic activities. Building a 
reputation takes times and energy, therefore dedication to work regularly is essential. In 
addition, reputation is about acceptance from the audience and artist community. For this 
purpose, producing a work is not sufficient, artist needs socialization to the arts community, 
share ideas to the spectators, and sell creative work to the market. Therefore, we can argue: 


P10: the higher the artistic orientation of individual, the higher the artist’s reputation.  


Intrinsic motivation is driven by an interest and enjoyment in the task itself and exists within 
individual rather than relying on external pressure or a desired reward (Ryan and Deci, 2000). 
It is consistent with a response from an experience painter:  


When experiences have been crystallized and overloaded, I found an “artistic moment”, and 
immediately I feel contented. 


Further, according to the Theory of Rational Addiction, the production and consumption of 
arts create a positive addiction (Becker and Murphy, 1988). Therefore, we suggest: 


P11: the higher the artistic orientation of individual, the higher satisfaction he gets from doing artistic 
production. 


 
7. Theoretical and Practical Implications 


Our research gives some implications. First, it is clearly delineates the factors that can be 
expected to foster or discourage an artistic orientation. Second, it is also illustrate the 
consequences of having artistic orientation for entrepreneurs in creative industries. In order to 
test the construct empirically, there is a need for research to develop the measurement of 
artistic orientation. Subsequently, future research might examine the relationship of artistic 
orientation and business performance. Finally, it is also interesting to investigate the 
relationship of artistic orientation with other cognitive and behavioural construct in 
entrepreneurship field such as entrepreneurial intention and entrepreneurial orientation. 







 
 


In practice, this study may be beneficial for government and art’s educational institution. 
Government agencies can use this construct as a reference to: provide favourable 
infrastructure for creative and cultural activities, prepare a policies that aimed to develop, 
empower, and advocate the artists, and creative and cultural-based SMEs. For education 
institution, this study may be useful as a part of the curriculum development.  
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Decoding the nascent entrepreneurial pitch 


Abstract 


This paper aims to investigate the nature of the nascent pitch, by applying the narrative 
paradigm to better understand how nascent entrepreneurs seek to acquire resources via a pitch. 
Fourteen videos of supported and non-supported pitches from Startup Weekend Sunshine 
Coast 2015 were analysed using a Grounded Theory approach. The findings that emerged 
show that audience engagement, speaker credibility, and effective use of symbols are the 
pillars of an effective pitch. These three themes, when used well enabled an overarching 
communication framework of personalisation. Personalisation occurs when the pitch becomes 
personally relevant to the audience, rather than an abstract concept. This allows them to 
visualise and relate to the venture concept and participate in what is being pitched. This paper 
contributes to the entrepreneurship discipline by crystallising the crucial elements of the 
nascent pitch for human resources. This study provides guidance for nascent entrepreneurs on 
significant elements to consider for a nascent 60 second pitch. Furthermore, it provides a 
framework for entrepreneurship mentors to guide and support nascent entrepreneurs. While 
some researchers have studied the venture capital pitch, this paper addresses the overlooked 
nascent pitch, often used to gain human resources and social support. 


1. Introduction 
The pitch in entrepreneurship has become popularised in television shows such as Shark 


Tank and Dragon’s Den, and in Pitch Competitions for funding. The potential to acquire 
financial and other resources, through a persuasive pitch, has captured the imagination of the 
public, entrepreneurs and researchers (Pollack et al. 2012). The nascent entrepreneurial pitch 
represents efforts on the part of a pitcher, at the entrepreneurial intent stage to entice 
supporters (catchers) to provide human and social capital resources by joining the nascent 
entrepreneur’s startup team, or providing access to networks. 


The importance of the nascent pitch is reflected in the fact that entrepreneurship is a 
growing career choice, since 2011 entrepreneurial participation has grown from 9.2% to 13.1% 
of the Australian population (GEM 2014). Additionally accelerated entrepreneurship events 
such as Startup Weekends, Lean Startup Machine and the Global Entrepreneurship 
Consortium has grown. Specifically Startup Weekends in 2014 took place in 135 countries, 
with more than 80 000 participants (UpGlobal 2015). Linked with the decreasing cost of 
starting a venture (Compass 2015), this shows the rise in nascent entrepreneurs who regularly 
pitch to attract resources and support.  


Entrepreneurial behaviours aimed at acquiring human and social capital resources have 
been considered by scholars as one of the most pressing issues within this field (Aldrich & 
Fiol, 1994; Baron, 2007; Delmar & Shane, 2004; Maxwell et al., 2011). However to date 
pitches have mostly been studied from the perspective of attracting investment for a growing 
venture. In contrast the nascent pitch, occurring at the start of the entrepreneurial journey, 
seeking to attract human resources and social support has been overlooked, creating a gap in 
entrepreneurial emergence and communication.  


The entrepreneurship literature provides little guidance for nascent entrepreneurs on 
pitching to attract early stage resources. Thus the aim of this study is to explore the nature of 
the nascent pitch, by applying the narrative paradigm as framework to better understand how 
nascent entrepreneurs seek to acquire support. This paper proceeds by reviewing the relevant 
entrepreneurship and communication literature, outlining the Grounded Theory approach 
followed and themes that emerged. Finally we outline the implications for theory and practice, 
pointing out the limitations and identifying opportunities for future research. 


 







2. Literature Review 


Nascent entrepreneurship is the earliest stage in the entrepreneurial journey when an 
individual is intending to, or in the process of pursuing a new venture concept (Wagner 2007). 
As Stevenson and Jarillo (1990) point out, entrepreneurial behaviour is the pursuit of 
opportunity, without regard to the resources an entrepreneur controls. While the nascent 
entrepreneur may have a superior business concept and personal resources, they are often still 
in need of other human, social, intellectual and financial resources. One way to gain access to 
these resources is by asking or pitching (Pollack et al., 2012). The nascent pitch can vary in 
purpose and duration. Some pitches are brief (60 seconds) and have been referred to as the 
elevator pitch, while others are formal and longer (10 to 60 minutes). The focus of this study 
is on the short 60 second pitch. 


The purpose of the nascent pitch is to persuade the audience into taking action, by 
providing human capital or social ties to build the new venture (Klyver & Schenkel 2013). 
Human capital refers specifically to the skills, abilities and networks other individuals are able 
to bring to the business in order to form the new venture. Social capital refers to the value of 
the resources that the entrepreneur’s social networks have the ability to generate through 
social exchange (Klyver & Schenkel 2013). Although human and social capital are vital to a 
venture at all stages, the nascent pitch first seeks to acquire these to create a ‘prototype’ 
venture. Later when this venture has some market support, an entrepreneurial team may pitch 
for funds to support the growth of the expanding venture (Hallen & Eisenhardt 2012).  


The nascent pitch aligns with emergent theoretical perspectives in entrepreneurship 
such as effectuation, entrepreneurial bricolage and improvisation. These perspectives 
acknowledge that nascent entrepreneurs start by (1) drawing on existing resources they have 
at hand as a source for entrepreneurial opportunity (Fisher, 2012); (2) taking action to 
overcome resource constraints (Sarasvathy, 2001); (3) refuse to enact the resource limitations 
dictated by the environment (Baker & Nelson, 2005), rather viewing it as a source of creative 
innovation (Fisher, 2012); and (4) gather communities around them as a catalyst for venture 
emergence and growth (Fisher, 2012). These theories do not specify the mechanisms by 
which entrepreneurs overcome these resource constraints or gather communities for support, 
however an often overlooked resource at hand is the nascent entrepreneur’s communication 
abilities, in particular the pitch. 


Narrative plays an important role in entrepreneurial communication, as skilful nascent 
entrepreneurs are able to conceptualise a new venture concept through the metaphor of 
storytelling. Through narrative a new venture is talked into existence promising future 
potential and allowing the likely resource contributors in the audience to visualise a venture’s 
potential (Johannson 2004; Delmar & Shane 2004). Effective use of the elements within 
narrative can influence an audience’s decision to commit resources to a venture (Pollack et al. 
2012). 


2.1 Narrative theory 


Narrative theory is a scientific logic that holds communication occurs in the form of 
storytelling. The narrative paradigm is a way of explaining the human experience, and 
suggests life is a series of on-going events with a beginning, a middle and end (Fisher 1984). 
Narrative theory proposes that people will accept a story that makes intuitive sense to them, 
and in which the logic of good reasons prevails over the logic of scientific reasoning and 
evidence (Fisher 1984). Meaning is therefore subjective because every individual’s life 
experience is different and stories will appeal to an individual’s reason differently (Griffin 
2012). This framework argues that human rationality goes beyond basic scientific rationality, 
which views people as logical beings who make decisions based on rational arguments. 
Rather, narrative rationality suggests people are storytellers who make decisions based on 







‘good reasons’. Narrative logic is the notion that a story has fidelity when it ‘rings true’ to the 
listener because it upholds the ideal of human virtues. Stories are interpreted and evaluated 
using the two main criteria of narrative rationality: coherence and fidelity. Coherence in 
narrative defines whether the story is consistent and its characters act reliably and without 
contradictions (Clair et al. 2014; Griffin 2012). Narrative fidelity occurs when a story 
resonates with the listener’s experiences and values. If a message is able to provide good 
reasons to guide a person’s future actions, it will achieve fidelity and have the capacity to 
shape a person’s logic of good reasons (Clair et al. 2014; Griffin 2012). This suggests that 
entrepreneurs who use narratives in their pitch will be more likely to persuade potential 
supporters them by drawing them in and helping them visualise a potential, appealing reality 
(Anderson & Warren 2011; Pollack et al. 2012).  


Using the narrative paradigm as a method of understanding communication relies on 
three sub-elements: performance, persuasion and semiotics. An effective story, whether it be 
written or presented, must make efficient use of these elements in order to succeed in 
influencing the audience (Virkkula- Raisanen 2010). 


2.1.1 Performance 


Performance is a form of interpersonal communication with the goal of managing the 
impression made on the audience. Performance is based on the work of Goffman (1969) who 
uses the metaphor of theatre to explain human public behaviour and how a person controls the 
impression they have on others. This theory suggests that the self is not a stable, continuous 
entity, but a performed character that changes and adapts based on the situation and audience 
to which one is performing (Ott, 2014).  


In delivering a pitch the nascent entrepreneur seeks to share their vision for an 
opportunity by telling a story of how their venture concept will change the status quo. In this 
sense performance forms part of an entrepreneur’s readily available communicative resources 
(Virkkula- Raisanen, 2010; McKenzie, 2011). Goffman (1969) argues that all performances 
entail three dramatic elements of theatre namely stage, role and team. The stage is where the 
performance occurs and the pitcher uses front stage behaviour to step into character and 
perform for an audience, carefully managing the representation of the self, while backstage 
behaviour is reserved for the entrepreneur alone and is where the entrepreneur can step out of 
character. Nascent entrepreneurs play a role, or part, which describes the actions that define 
the character being performed. A variety of narrative devices can be used such as appearance, 
speech and gestures. Finally the performance will seek to influence the audience, representing 
Goffman’s (1969) team for the performer in the short 60 second pitch. Without the 
cooperation of the audience or team, the performance will not be believable. 


For the nascent entrepreneur performance is instrumental in assisting an audience 
become familiar with a new concept, not yet in existence. The ability to adequately perform 
the role of the entrepreneur, is instrumental in resource acquisition (Pollack et al, 2012). As 
narratives have the ability to contain large amounts of detail it is highly suitable for the 
nascent pitch (McKenzie, 2011). For Goffman (1969) staging a character can project a desired 
impression of self (Ott & Mack 2014), similar to the nascent pitch which needs to be 
effectively delivered to gain the audience’s support and increase the chances of obtaining the 
desired resources. 


2.1.2 Persuasion: logos, ethos and pathos 


Persuasion, when linked to narrative, is a communication process that seeks to elicit a 
desired response from the audience (Perloff 2014). In order to persuade, a narrative must be 
founded within the three rhetoric elements of 1) logos, 2) ethos and 3) pathos (Baccarani & 
Bonfanti 2015). First logos, or logic, refers to the words, stories, quotations and facts used by 







the communicator or pitcher, essential in shifting an audience’s point of view (Borg 2013; 
Mortensen 2008). Second ethos relates to ethics, or the pitcher gaining credibility with the 
audience through their expertise and trustworthiness. Third pathos is the extent to which a 
pitcher appeals to the audience’s emotions, such as the need to belong, feel love, fear and self-
realisation. The pitcher must have emotional appeal and gain the audience’s empathy to allow 
them to identify with the pitcher (Borg 2013).  


Using narrative in a pitch can spark the imagination and enable an audience to 
experience and live a concept by presenting future events in a way that becomes an 
anticipated possible reality (Alvarez & Merchan 1992). These type of persuasive messages 
can figuratively transport the audience to different mental arenas and generate mental images. 
This can induce an audience to question their existing beliefs and inhibit the instinctive, 
internal counter-arguments that are commonly formulated when listening to a persuasive 
message (Perloff 2014). Thus, persuasion is an art to be mastered by the nascent entrepreneur, 
as this represents a readily available communicative resource, empowering the entrepreneur to 
move a potential supporters to action.  


2.1.3 Semiotics 


Semiotics is the science of signs and symbols, which can be anything used to represent 
a concept or an object and create meaning (Berger 2013). Narrative performances are notably 
more likely to persuade by creating a relationship with the audience when adopting 
appropriate semiotics (Fiske 2004). This theory rests on two constructs, namely the signifiers, 
representing the appearance and physical existence of something; and the signified, referring 
to the mental concept or imagery the signifier generates (Fiske, 2004). The mental image 
generated has a common significance to individuals who speak the same language and share 
the same culture (Fiske 2004). A simple example of a signifier and the signified would be a 
Shark in the entrepreneurship world, indicating a ruthless investor, without the need for 
articulating this (Fiske 2004). Notably language and body language are signs in the narrative 
paradigm. 


Language is a construction of symbols, and a medium used to interpret plans and 
actions connected to the social milieu in which a person is brought up (Lucaites & Condit 
1985; Berger 2013). In relation to a pitch, the linguistic aspects and elements of a presentation 
are crucial in capturing the attention, trust and empathy of the audience.  


Body language or the non-verbal communication, such as gestures, facial expressions 
and eye contact also operate a signs and account for the majority of the impact of the overall 
message (Baccarani & Bonfanti 2015). These have a central function in communication and 
can be used to make meanings clearer, convey feelings or moods and provide a context for 
how verbal expression should be interpreted, ultimately influencing interaction (Virkkula-
Raisanen 2010). A nascent entrepreneur could use these communication tools to convey 
passion, confidence and build a sense of connection to the audience in a pitch. Audience 
perception of the pitcher’s body language therefore plays a vital part in maintaining coherence 
and fidelity, consequently supporting the internal integrity of the story (Borg 2103).  


The narrative elements of persuasion, performance and semiotics all play an important 
role in managing the impression made on an audience, eliciting a desired response and 
reinforcing a message, thereby effectively engaging with an audience. Drawing on this 
literature, the nascent pitch, as a persuasive performance, was examined using a Grounded 
Theory approach.  


3. Methodology 


This study draws on qualitative Grounded Theory methodology, used in 
entrepreneurship and management research that involve interaction and effective 
communication between actors (Jeon, 2004, Skeat and Perry, 2008; Makela and Turcan, 







2007). Grounded Theory is particularly useful for inductive theory development when 
exploring human interactions and social processes such as the nascent pitch (Heath & Cowley 
2004). By using the rigorous research procedures developed by Glaser and Straus (1967) the 
performative, persuasive and symbolic elements within the nascent pitch could be explored. 


The context for this study is a Startup Weekend in regional Queensland, Australia. 
Startup Weekends are 54-hour events where nascent entrepreneurs with diverse backgrounds 
and skills pitch new venture concepts in 60 seconds, seeking audience support in the form of 
votes. Nascent entrepreneurs whose concepts receive the most votes have then to form teams 
and create a new venture, based on lean customer development methodologies (UpGlobal, 
2015). This context is suitable to study the nascent pitch, as anyone with the intent of starting 
a venture based can pitch a concept and persuade other entrepreneurs (co-founders) to join 
their team, providing human capital to make the concept come to life. Scholars suggest it is 
very useful to research the phenomenon in induced entrepreneurial situations which aim to 
simulate the experience of new venture creation (Davidsson 2005; Foo, 2011).  


One of the main features of Grounded Theory is purposive then theoretical sampling, 
which is simultaneously accompanied by constant comparison, coding, memo writing, 
categorising and ultimately theory generation (Jeon 2004). In this study all nascent pitches 
delivered at Startup Weekend Sunshine Coast were organised numerically from 1 to 45 from 
those that had the most support in audience votes, to those which had little or no support. 
Pitch 1 represented the most supported pitch denoted by audience votes, while Pitch 45 
received no support. Purposive sampling was used to select the four most supported pitches at 
one end of the spectrum (Group A) and four of the least supported pitches at the other end of 
the spectrum (Group B) for data analysis. Theoretical sampling was then used to add 
information to the constant comparative analysis of the data. Theoretical sampling seeks 
pertinent, selective data that relates to the refining and filling the major emerging categories in 
a study using grounded theory methodology (Charmaz 2006; Birks & Mills 2011). This 
process continued and data were iteratively analysed with pitch selection continuing until 
theoretical saturation was achieved. Theoretical saturation was reached at 14 pitches, with 7 
most supported pitches (Group A) and 7 least supported pitches (Group B) in the sample, as 
shown in Table 1. At this point no more knowledge was added to the patterns identified and 
no new insights were generated as all sub-categories and their relevant properties were 
integrated and articulated (Birks & Mills 2011).  


Table 1: Sample description of venture concept supported and non-supported pitches 


SUPPORTED PITCHES DESCRIPTION 


A1 (TubeTalk) Social network for YouTube video makers 


A2 (Spare Harvest) Tool to connect locals with excess fresh produce 


A3 (Tom’s Mouse)  Homologous mouse with interchangeable keyboard buttons 
A4 (Link View) Tool to link different cloud based storage platforms 
A5 (Follow Me) Tool to connect tourists with locals 


A6 (Y.O.D.A.) App to access own personal data as collected by multi-nationals 


A7 (Tinkerbox) Instruction free play kit for children 


NON-SUPPORTED PITCHES 


B1 (Home Building Central) Digital platform for small businesses in the building industry 


B2 (Voila’) Community tool to advertise ‘unused’ skillsets 
B3 (Adopt a Homeless) Program for accommodating homeless people in a spare bedroom 


B4 (Pollo Art) Company with original artwork on clothing and objects 


B5 (Study Flow) Integrated app with different study techniques 







B6 (Promo Flow) Tool to share restaurant/café promotions in non-peak times 
B7 (Mum’s the Word) Provides cleaners, medical practitioners and caterers to new parents 


 
 
3.1 Data collection and analysis  


Data were gathered using fieldwork notes and video footage of nascent pitches 
delivered at Startup Weekend Sunshine Coast 2015. Videos are an unobtrusive method to 
access natural behaviours as they occur without influencing performance and behaviours, 
because they have become an integral part of people’s life (Heath et al. 2010). Further, videos 
allowed for data to be rescrutinised and reanalysed as frequently as required to ensure 
accurate coding. 


We followed Strauss and Corbin’s framework of analysis by conducting open, axial and 
selective coding strategies (Strauss and Corbin, 1990). First, we reviewed the transcripts and 
videos to identify themes that recur within the evidence. The open coding determined the 
basic skeleton of what this study would become: personalization of pitching through audience 
engagement, speaker credibility and use of symbols. Next, these preliminary findings were 
parsed for categories. The videos were analysed using the narrative paradigm, specifically the 
role of performance, persuasion and semiotics. In the final selective coding stage, analysis 
examined relationships between the key themes. This documented the characteristics of the 
nascent pitch and revealed the implications of personalisation of a pitch for the audience.i 


4. Findings and Discussion 


To preview our findings, we offer a brief overview of the conceptual model that 
emerged from our data analysis in Figure 1. As shown in Figure 1 the three main themes that 
emerged from the Grounded Theory analysis were Audience Engagement, Speaker 
Credibility and Using Symbols, and the categories that constitute each theme. These themes 
are interdependent and converge in providing the overarching conceptual framework of the 
nascent pitch, namely Personalisation. Personalisation occurs when the pitch becomes 
personally relevant to the audience, rather than a detached, abstract concept. This allows the 
audience to visualise and relate to the venture concept being pitched.  


 







Figure 1: Conceptual framework of themes emerging Grounded Theory analysis  


4.1 Audience Engagement 
Audience engagement was developed to encompass tools used in addressing the 


audience to establish a connection and rapport. Engaging with the audience requires building 
a sense of familiarity between the pitcher and the audience, allowing them to feel part of what 
is being said. Within this theme the categories of pathos, eye contact and facial expression, 
and paralinguistic codes were represented.  


4.1.1 Pathos  
Pathos refers to the emotional appeal of the speaker and gaining audience empathy. The 


expression of emotion while speaking became noticeable in supported pitches. In contrast 
emotions were rarely displayed in non-supported pitches. A pitcher expressing passion, 
enthusiasm, or even frustration about the premise and conclusion of a pitch demonstrates 
pathos and disposes an audience ‘bringing them into the argument’ (Tindale 2004). In this 
way the audience empathises and relates to the speaker (Borg, 2010). As a persuasive tool 
pathos appeals to the desires and needs of the audience influencing their reaction to the 
pitcher (Perkins 2008). Audiences play an active role in the effective delivery of a persuasive 
pitch, as they are able to interact and empathise with the pitcher through shared emotions 
(Tindale 2004). An example of the use of pathos is present in an excerpt from pitch A1, a 
highly supported pitch: 


I make YouTube videos. I do skits, I do parodies – anything you can think of I do it! (Arms are up in the 
air to indicate the scope of videos the speaker engages in. Smiles and speaks fast, which indicates deep 
passion for the topic.) … But the most frustrating thing about making videos (clenches fingers tightly, 
frowns, looks down – validating through body language the frustration spoken about) is that it’s so 
difficult to find other people who make videos too; [a solution to this problem] just doesn’t exist … until 
now! (Smiles openly, uses hand to introduce the venture idea conveying satisfaction and excitement.) 


The speaker’s passion about the topic, then frustration regarding the problem and finally 
excitement regarding the solution, draws the audience in to share the moods being conveyed. 
The emotions of happiness, passion and enthusiasm have positive connotations attached to 
them. The audience shares these emotions as people tend to mimic the expressions of the 
other (Borg 2010).  


4.1.2 Eye contact and facial expressions  
Eye contact and facial expressions (including eyebrow position, mouth shape, and eye 


shape) account for 60% of how a pitcher is perceived (Mortensen 2008; Perloff 2014). These 
non-verbal messages allow the audience to engage with the pitcher by gaining insight into 
what is occurring in the pitcher’s mind (Borg 2010). Forced, irregular or lack of eye contact 
and facial expressions can negatively impact the development of rapport and trump any 
positive effects achieved through speaker trustworthiness (Perloff 2014; Mortensen 2008), 
because it appears the pitcher is talking at the audience rather than to them (Borg 2010). 


Eye contact was present in the majority of the pitches. However the data suggested 
speakers who looked down frequently or made irregular eye contact lacked audience 
acknowledgement, in turn interrupting audience engagement. Looking down was frequently 
present in non-supported pitches, but not in supported pitches. For example, pitcher B3 made 
eye contact with the audience, however looking down frequently and closing their eyes for 
periods significantly longer than a regular blink, suggested confusion. This was echoed in the 
facial expressions namely highly raised eyebrows, widened eyes and long pauses during the 
argument, as well as having the mouth open widely when at a loss for words. 


4.1.3 Paralinguistic codes  







Paralinguistic codes refer to the non-verbal aspects of speech such as speed, tone and 
inflections which communicate the emotional state of the pitcher by the way they sound to the 
audience (Mortensen 2008). Paralinguistic codes must be coherent with what is being said to 
reinforce a concept or an emotion. Tone, speed and inflection have the ability to strengthen an 
argument and play a significant role in adding positive emphasis (Borg 2010). For example in 
Pitch A4 a fast pace with coherent facial expression and slowing down to emphasise certain 
words (italics indicate emphasis put on a word), conveys frustration (pathos) of a ‘common’ 
problem, and enthusiasm to describe a solution that would benefit many: 


I work on many projects; many people work on many projects but we have our information stored in 
many different apps (Shakes head, frowns to convey frustration). You know, Drop Box, in Basecamp … 
and they’re all over the shop! (Raises eyebrows, opens eyes wide and waves arms in a large circular 
motion to convey confusion) And if I need to work on a project I need to look at multiple apps. 
Wouldn’t it be great if we could form a workspace, the solution (Head nod and hand indicating directly 
in front of him, suggesting the solution is ‘right there’) which could form links to all these things?! 


The pitcher’s tone and facial expression conveys frustration and confusion when 
speaking about lack of connection between commonly used cloud-based storage apps. This 
attempt to influence the audience’s emotion and opinion regarding the lack of integration 
between apps draws the audience in. Furthermore referring to commonly used apps that the 
majority of the audience will be familiar with, linked to the pitcher’s annoyance, builds 
rapport (Mortensen 2008). Then the pitcher suggests a simple solution, smiling, nodding his 
head, using his hand to indicate the solution is ‘right there’ and says, ‘Wouldn’t it be great if 
we could form a workspace…’ The congruent tone of voice, facial expressions, leaning 
towards the audience and opening his arms when speaking about the ‘simple solution for 
everyone’, which indicates enthusiasm and friendliness, reinforced by the use of ‘we’.  


The speed of speech depends on the context being analysed (Perloff, 2014). In this 
context, the nascent entrepreneur is one among 45 others who aims to capture audience 
attention with their venture concept, and only have 60 seconds to do so. During these pitches 
speaking fast conveys urgency and enthusiasm, attracting the audience’s attention (Mortensen, 
2008). From the analysis pitchers who spoke slowly and in monotone (B2 and B1), lacking 
conviction in their tone and inflections were represented among non-supported pitches. In 
terms of the paralinguistic codes, this infers a lack of passion or interest towards the topic and 
negatively enhances the message (Borg 2010). In the seven supported pitches moderate paced 
speech was present in the three that received the most support, while a fast pace was evident 
in the other four supported pitches. Speaking fast can increase the credibility of the pitcher, 
indicating expertise (Perloff 2014). Moreover, moderately-fast to fast speakers can be 
considered more confident and intelligent than slower speaking presenters (Perloff 2014).  


In summary, evidence from this study suggests the pitcher is able to engage with the 
audience by using pathos (displaying emotions) and in turn sparking the same emotions in the 
audience. Eye contact, facial expressions and paralinguistic codes reinforce the emotions 
conveyed by the pitcher and a connection is made between the audience and the pitcher. This 
suggests that audience engagement is fundamental to the nascent pitch. This theme is linked 
to the next theme of speaker credibility. 


4.2 Speaker Credibility 
Speaker credibility was developed referring to conveying trustworthiness and sincerity 


to the audience. Achieving credibility requires demonstration of expertise and goodwill, 
disposing the audience to listening and believing the message, appearing more authentic. 
Persuasion is hindered if trust or credibility between the audience and the pitcher is lacking 
(Mortensen, 2008). Within this theme the categories are ethos, logos and language intensity. 
Credibility of the speaker is reinforced by effective audience engagement.  


4.2.1 Ethos 







Ethos refers to the character of the pitcher, including their topic knowledge, topic 
commitment and goodwill (Borg 2010). For a message to be credible, the pitcher uses ethos, 
aiming to build trust with the audience (Mortenson, 2008). Conveying sincerity is a key 
element of persuasion the pitcher can draw on. Furthermore pitchers who trust themselves, 
showing self-efficacy engender trust with the audience, because displaying topic knowledge 
and commitment play an important role in establishing speaker credibility (Mortensen 2008). 
Expertise is an essential characteristic of speaker credibility, and once trust is established an 
audience will listen to the message and engage with the speaker (Perloff 2014). For example 
in pitch A4, one of the most supported pitches, the speaker introduced themselves by saying: 


Hi, I’m from Queensland Government. I help businesses use cloud apps and I help people transition to 
the cloud. I’m also the author of an e-book called “From the Past, into the Cloud” to help people use 
cloud apps. 


This introduction indicates authority and deep topic knowledge, considering the pitcher 
is an author on the topic and works for the government teaching people how to use cloud apps. 
Topic passion and commitment to remedy a ‘problem’ is shown in the well-supported A3 
pitch: 


I love gaming. I really love it, but … I only have a laptop, so I can’t really use a mouse and a 
keyboard... I want to combine the two and … have a keyboard and a mouse all in one [raises hand and 
uses movements as if to control the mouse] … and you can utilise it with one hand … you’ve got it on 
your lap, on your pillow, on your couch … and you’ve got the other hand for your hamburgers or your 
drinks. 


The speaker conveys passion for the topic using vocal inflections and emphasising 
certain words. When explaining how versatile the product could be, the pitcher shows genuine 
conviction, through tone of voice and listing potential interchangeable elements, 
demonstrating passion and commitment for the new venture idea. When an audience can 
sense commitment and passion in a speaker, they start to share the same conviction. 
Considering passion is linked to higher drive and dedication, a pitcher who transmits 
commitment and passion has the potential to gain the support of others (Mortensen 2008). 
Non-supported pitches lacked these elements of ethos, for example pitch B2 lacked topic 
knowledge and passion.  


Say you change your career, you’ve got your qualifications that you no longer use. Now what happens 
to ‘em? You’re basically not gonna do much with ‘em. So how about using them, um, resources on an 
app? …based on what skills you have … someone can basically request it and then you put your skills 
to use. 


This pitch was spoken at a slow speed with fairly monotone pitch and reduced eye 
contact. The paralinguistic codes, along with lack of conveyed pathos and ethos do not 
facilitate audience engagement or the establishment of speaker credibility.  


Evidence suggests that elements from the audience engagement theme require 
reinforcement from the speaker credibility theme, and vice-versa. Our findings suggest in the 
nascent pitch credibility is built through topic knowledge, commitment and dedication to the 
venture idea. 


4.2.2 Logos  
Logos refers to the presence of logic in a pitch and includes a clear argument and use of 


data. We find in the nascent pitch the argument must contain a premise and a conclusion, 
aligned to the classic definition (Tindale, 2004). Evidence and reasoning are required to prove 
the rationale of an argument, and have the ability to influence an audience (Perkins 2008). 
While the majority of people are motivated by emotions, logic is also required to support the 
initial emotive instinct. By providing logic in an argument, the pitcher is able to justify the 
actions that were initially triggered by emotions (Mortensen 2008). 







Evidence and data substantiate a pitcher’s claims and can change people’s minds and 
attitudes (Perloff 2014). Evidence is ‘…factual statements originating from a source other 
than the speaker, and opinions of persons other than the speaker that are offered in support of 
the speaker’s claims’ (McCroskey 1969, p. 170). We find that opinions of people other than 
the speaker and use of data may also effectively be used as evidence to support a claim. While 
all seven supported pitches had a clear and logical premise and conclusion in their pitch, not 
all used data to substantiate their arguments. Some tended to make assumptions about the 
audience’s opinion and used that as their ‘supporting evidence’ (‘opinions of people other 
than the speaker’). This suggests although use of statistical data is able to support an argument, 
it may not be vital in a 60 second pitch. For example, Pitch A5 presents a clear and logical 
argument and uses the audience’s assumed opinion as evidence: 


I’m sure that at some point in your lives you’ve all gone travelling, ended up in a new place and you’ve 
not known what to do. You’ve probably spent the first four days wondering around like a headless 
chicken! So I propose we create a network of locals … you buy them for their time … so when you get 
there, they meet you and go, ‘This is the best coffee shop … This is what I can provide to you, because 
I’m a local!’ 


In contrast, in the non-supported Pitch B5 logical argument and evidence were not presented:  
Many students have different study techniques. Some make PDFs, some make notes, some make mind 
maps, record videos and draw. But there is not one app in the market that does all of these things … so 
that is the problem. We want an app that integrates all these techniques into one app to make your 
study more efficient and effective. 


In B5, the premise (problem) is unclear, as is the conclusion. Rather it leads to the 
following counter logic: If people are different and do things differently, why is it a problem 
that different study techniques are in different apps, and why would an app with every study 
technique make someone’s study more effective, considering the premise argued that 
everybody uses different techniques. Pitch A1, a highly supported pitch uses argument with a 
premise, a conclusion and data:  


I do YouTube videos… Over the last two years I have gained over 11,000 followers … and one million 
video views [but it is so difficult] to find other people who make videos. Despite there being over 600 
hours of videos uploaded every minute, something like this doesn’t exist! Introducing [name of venture]!  


The data refers to the pitcher’s success, suggesting topic knowledge and commitment, 
and reinforcing the need for the pitched concept (conclusion of argument).  


4.2.3 Language intensity  
Language intensity refers to the authority conveyed through use of words, and includes 


powerful speech, compared to powerless speech. Powerless speech can include non-fluencies, 
such as ‘um’ or ‘ah’, hesitations like ‘well, you know’, disclaimers that undermine the 
pitcher’s authority, such as ‘I’m not an expert’, or ‘I’m not really sure…’ and hedges, 
‘kinda…’ or ‘I guess’. These forms of speech communicate lack of certainty and confidence 
(Mortensen 2008). In contrast, powerful speech omits the use of hedges, disclaimers or 
hesitations, and uses more assertive and confident speech, such as imperative tense, 
reinforcing pitcher authority (Perloff 2014). Speakers who use powerless speech are seen to 
be less competent, persuasive and credible than those who use powerful speech (Perloff 2014). 
Disclaimers that undermined pitcher authority is demonstrated in the non-supported Pitch B4: 


I’m energetic but I suck at connecting the dots. I’m an artist … and I’ve been building my own clothing 
company for the last 10 years … and I still suck at it. I need help! 


This pitcher says they ‘suck’ three times which undermines their credibility and 
reinforces the ‘confessed’ incompetency, declared by saying their company is unsuccessful 
after 10 years and that they ‘need help’. Another example of powerless speech is present in 
pitch B1, which lacked audience support: 







I have a small, um, business. I probably spend more time working in my business than on my business, 
um … I’m behind time. I don’t have an online presence. So, what I’m proposing is bringing together a 
digital platform that will enable me to have, um, a website developed and a Facebook directory. 


This pitcher also undermines their competency by saying they do not dedicate much 
time to building their business, suggesting a lack of commitment. Furthermore, authority is 
reduced when the speaker declares they are ‘behind the times’. The constant use of the word 
um, used on average every 7.5 seconds, reduces the perceived confidence and 
knowledgeability of the speaker. Powerless speech, particularly non-fluencies such as ‘um’ 
were evident in the majority of non-supported pitches, as well as phrases that undermined the 
speakers’ authority. Conversely, no powerless speech was present in any of the highly 
supported pitches, other than one pitch using the word ‘um’ once.  


In summary, the evidence suggests that in the 60 second nascent pitch ethos, logos and 
language intensity have the ability to establish speaker credibility. Pitches that received 
audience support conveyed ethos, through topic knowledge, commitment or passion and 
goodwill in their presentation, which has the ability to build trust. Logos or argument was also 
found to be clearly outlined with a logical premise and conclusion in the supported pitches. 
Finally, to establish speaker credibility, evidence suggests language intensity is a factor. 
Powerless language should be avoided in order for the speaker to appear intelligent, 
knowledgeable and competent. The categories within this theme are dependent on using 
symbols. 


4.3 Using symbols 
Using symbols was developed to refer to the social connotations and meanings attached 


to words that go beyond what was actually said. The categories within this theme include 
contextualisation (figures of speech and examples to contextualise) word choice, and 
coherence of body language. 


4.3.1 Contextualisation  
Contextualisation refers to the words used in a pitch to render a concept more realistic. 


Identified elements include figures of speech such as metaphors, analogies or anecdotes, and 
use of examples. These elements have the capacity to contextualise a concept and render it 
more substantial and authentic. Figures of speech appear to be the most influential of the 
symbolic elements. They evoke strong semantic associations and transport the listener to 
visualise the premise and conclusion of an argument (Perloff 2014). Analogies, metaphors 
and similes are figures of speech essential to making the unfamiliar more familiar by enabling 
the listener to see the venture concept in terms of another more well-defined model. Figures 
of speech are culturally informed, and serve to organise meaning through shared concepts 
within a culture (Chandler 2002). These require the audience to engage their imagination to 
recognise the reality the figure of speech is referring to. Interpreting a figure of speech is done 
by making connections to instances grounded in a person’s past experience and give the 
listener the ability to render the abstract more concrete (Chandler 2002). Depicting a new 
venture concept using pictorial language engages the audience to visualise both the premise 
and conclusion of a pitch (Mortensen 2008). Figures of speech can be considered as micro-
narratives, as they are able to convey extensive amounts of information beyond the utterance 
of the words, and employ a large system of individual associations, which help people access 
the argument more easily (Chandler 2002; Perloff 2014). The following excerpts from 
supported pitches A1 and A2 exemplify the use of analogies: 


Think of [my idea] sort of like Facebook and YouTube having a baby. (A1) 
We are an eBay of fresh food, with a social and environmental twist. (A2) 


Both of these allow the audience to draw their own conclusions regarding the idea 
pitched, increasing audience participation through visualisation of the concept. However 







using analogies with negative connotations can alienate the audience, shown in a non-
supported pitch (B3): 


It’s like Airbnb for the homeless. 


This analogy also allows the audience to visualise the concept, but evokes negative 
images and generates questions related to safety, fear and risk, hygiene and perhaps even drug 
use. This analogy with negative connotations is then strengthened by words with associated 
negative mental images and that homelessness is a controversial topic, for example (B3): 


It’s like we need help from the police as well to certify this person is safe… And you just basically raise 
your hand and say, “Ok, I’m available… to help get them off their feet”, so basically, they stay alive. 


The use of the word ‘police’ can generate images of violence, guns, safety, and aggression. 
Homeless person is a concept that can generate negative questions and assumptions as to what 
kind of person would allow themselves to become homeless and why it may have occurred. 
Finally, using the word ‘alive’ in this context creates unpleasant visual images to the concept 
pitched, as well as evoking fear in the audience, considering the antonym of alive is ‘dead’, or 
‘lifeless’. This was the only non-supported pitch that made use of an analogy. 


All supported pitches used a figure of speech in their pitch, however figures of speech 
that have negative connotations, alienate the audience. If an audience can picture themselves 
in the scene through the use of a micro-narrative, the ability to visualise a concept renders it 
more authentic (Perloff 2014). 


4.3.2 Word choice  
Word choice refers to word selection that communicates the message in a positive 


manner, increase speaker ‘likeability’ and reduces scepticism. Elements include use of the 
words ‘you’ and ‘we’, choosing words with positive connotations attached to them, and 
presence of humour (Borg, 2010). Most notably, pitches that addressed the audience directly 
and used the words ‘you’ and ‘we’, rather than just ‘I’, and referring only to themselves, were 
amongst the most supported pitches. In comparison, pitches that did not use the words ‘you’ 
and ‘we’ were among the least supported pitches. Using ‘you’ and ‘we’ when speaking to an 
audience has the ability to create shared meaning and gives the impression the entrepreneur is 
directly engaging with the audience in an interpersonal dialogue (Perkins 2008), rather than 
just speaking at them. 


The use of humour in a presentation allows the audience to laugh with the speaker, who 
in turn appears more ‘likeable’. If an audience ‘likes’ the speaker, they become more open to 
the concepts being introduced. This element links to speaker credibility and audience 
engagement, in that it increases audience attention and involvement (Mortensen 2008). 
Moreover, humour has the capacity to promote unity and reduce scepticism by enhancing the 
message (Perkins, 2008). For example, the highly supported Pitch A2 was discussing sharing 
her oranges: (Sex is specified to in this case in order to understand the humour being used.): 


My neighbour down the road, Jim, doesn’t grow oranges. He goes to the supermarket to buy oranges. 
So can you imagine how much he’d love to get his hands on my oranges?! 


This double entendre serves to establish rapport with the audience and while 
entertaining them and increasing their involvement in what is being said (Mortensen 2008). 
All but one of the seven most supported pitches analysed made use of humour, while only one 
of the least supported pitches used humour in their pitch. The evidence suggests that wording 
plays a vital role in the nascent pitch. The categories within this theme also reinforce the 
categories within the audience engagement and speaker credibility themes.  


4.3.3 Coherence of body language  
Coherence of body language refers to displaying positive non-verbal behaviours that 


have the capacity to render a message authentic and correspond with the words being said. 







Elements within this category such as hand, arm and head movements, together with other 
non-verbal elements need to be coherent to support persuasion (Perloff 2014). Body language 
and appearance, considered the visual representation of self, determine how a pitcher will be 
viewed and account for over 50% of the final message (Mortensen 2008). For example, body 
language was coherent with spoken words and the emotions displayed in all of the supported 
pitches, however this was lacking in non-supported pitches, for example Pitch B3: 


You know, basically you adopt a homeless! (laughs, looks confused because of inverted eyebrows, 
widely opened eyes, shakes head – which indicates ‘no’). It’s like, we need to police as well to certify 
this person is safe, and you basically just raise your hand! 


The pitcher addressed the serious issue of personal safety in this pitch. The body 
language displayed was not coherent, as the pitcher appeared very nervous and laughed a lot, 
while explaining how ‘easy’ something like this would be. Hands were rolling forward in a 
circular movement to indicate there would be ‘more and more’ issues to address, but then the 
pitcher states it would be as basic as ‘raising a hand’. 


The use of symbols allows the entrepreneur to build a relationship with the audience, 
reinforce their credibility and contextualise their idea by shaping it into a concept that can be 
envisioned. 


4.4 Personalisation  
Taking a Grounded Theory approach, data analysis was used to theorise the nascent 


pitch. Analysis of the themes outlined above showed that the facets of a pitch are intertwined 
where each theme, and category within that, is reliant on each other to produce an overarching 
framework of personalisation. Personalisation refers to when a pitch becomes a tangible and 
understandable notion for the audience, rather than a detached business concept, inviting the 
audience to become personally involved in the concept through their own visualisation there-
of. This is the essence that emerges with the integration of the themes: audience interaction, 
speaker credibility and using symbols. These three themes enable the pitch to become 
engaging and believable, but most importantly personalised.  
Personalisation can be facilitated by applying elements of the themes within the conceptual 
framework. Together the themes progressively build on each other, developing a coherent, 
logical narrative and credible speaker, who interacts with the audience and provides the space 
for the audience to participate, or ‘fill in the dots’, to contextualise the idea. Effectively, 
elements of the narrative paradigm, namely persuasion, performance and semiotics have the 
ability to achieve personalisation in a pitch, and consequently audience support. 


5. Conclusion and Implications 


This paper set out to deconstruct the nascent pitch by applying the narrative paradigm to 
60 second pitches, using Grounded Theory. The findings that emerged showed supported 
pitches were characterised by audience engagement, speaker credibility, using symbols and 
personalisation. These findings have theoretical implications for entrepreneurship and 
communication and practical implications for entrepreneurs. 


This study builds entrepreneurship theory in three ways. First it extends current 
bricolage and effectuation literature showing how a nascent entrepreneur’s ability to 
communicate persuasively through a 60-second pitch increases their chances to acquire the 
resources and support needed for new venture concept development. The ability to 
persuasively pitch a concept represents a readily available resource for the entrepreneur, not 
identified in previous studies. Second the conceptual framework (Fig 1) emphasises the role 
of personalisation, which invites the audience to become personally involved in a pitch by 
giving them opportunity to visualise a venture concept from premise to conclusion and gather 
support. This provides a deeper understanding of how to increase new venture legitimacy in 
the eyes of potential resource providers. Third, beyond the content of a pitch, the findings 







suggest that using narrative logic when pitching for human and social capital resources, 
render that a venture concept more concrete by engaging with the audience, reinforcing the 
pitcher’s credibility and using figures of speech. Persuasive communication devices such as 
those identified in this study may increase the nascent entrepreneur’s ability to obtain 
audience support.  


The findings also contribute to communication theory, specifically applying the 
narrative paradigm to the 60 second nascent entrepreneurial pitch. This builds on current 
literature by examining how the narrative paradigm has the potential to recruit entrepreneurial 
co-founders (human capital) as well as social support. In addition it shows the power of the 
micro-narrative to persuade an audience, by facilitating a connection with the speaker and 
visualising scenarios independently. Personalisation of a pitch, by engaging with the audience, 
building credibility of the speaker and using symbols to invite the audience to become a part 
of pitch has the potential to increase understanding of a new venture concept.  


Practically the findings of the study is useful for nascent entrepreneurs, when preparing 
their elevator pitch (60 seconds). Crafting a powerful, persuasive brief pitch requires 
extensive preparation and the conceptual model (Fig 1) of this study provides a framework for 
deconstructing a nascent pitch. Furthermore business mentors, who support nascent 
entrepreneurs can use the framework to mentor and guide their mentees on managing 
performance and impression management when presenting a new venture concept.  


This study is not without its limitation. Findings are limited by the subjectivity of the 
data gathered in a Startup Weekend context, which limits the generalizability of the findings. 
Furthermore the cultural context influence the use of symbols and humour within a pitch and 
unless the pitcher and audience share a common, cultural frame of reference, this could limit 
audience engagement. Pitches were selected based on audience support (votes) and it is 
possible that the nascent entrepreneurs pitching may have brought friends and family 
members to the event, which could have biased the selection of pitches based on votes. These 
limitations also offer opportunities for future research. 


Future researchers should test the conceptual framework across multiple events, larger 
samples and longer pitches. In this way the robustness of the framework could be increased. 
The themes and categories or constructs within the framework could also be tested with a 
judging panel in an experimental design, using conjoint analysis to determine which 
constructs are more significant than others. 


References 
Aldrich, HE & Fiol, MCF 1994, ‘Fools rush in: The institutional context of industry creation’, Academy 


of Management Review, vol. 19, pp. 645-670. 
Alvarez, JL & Merchan, C 1992, ‘The role of narrative fiction in the development of imagination for 


action’, International Studies of Management and Organization, vol. 22, no. 3, pp. 27-45. 
Anderson, A & Warren, L 2011, ‘The entrepreneur as hero and jester: enacting the entrepreneurial 


discourse’, International Small Business Journal, vol. 29, no. 6, pp. 589-609. 
Baccarani, C & Bonfanti, A 2015, ‘Effective public speaking: a conceptual framework in the corporate-


communication field’, Corporate Communications: An International Journal, vol. 20, no. 3, pp. 375-390. 
Baker, T, & Nelson, RE 2005, 'Creating something from nothing: resource construction through 


entrepreneurial bricolage', Administrative Science Quarterly, vol. 50, no. 3, pp. 329-366. 
Baron, RA 2007, ‘Behavioural and cognitive factors in entrepreneurship: entrepreneurs as the active 


element in new venture creation, Strategic Entrepreneurship Journal, vol. 1, pp. 167-182. 
Berger, AA 2013, ‘Semiotics and society’, Society - Symposium: Signs, Symbols, and Semiotics, 


Springer Science and Business, vol. 51, no. 1, pp. 22-26. 
Birks, L & Mills, J 2011, Grounded Theory a practical guide, Sage, London. 
Borg, J 2013, Persuasion: the art of influencing people, Pearson Education, Edinburgh. 
Chandler, D 2002, Semiotics: the basics, Routledge, London. 
Charmaz, K 2006, Constructing Grounded Theory: a practical guide through qualitative analysis, Sage, 


London. 







Clair, RP, Carlo, S, Lam, C, Nussman, J, Phillips, C, Sanchez, V, Schnabel, E & Yakova, L 2014, 
‘Narrative theory and criticism: an overview toward clusters and empathy’, Review of Communication, vol. 
14, no. 1, pp. 1-18. 


Compass.co, 2015, ‘The global startup ecosystem ranking 2015’, Startup Compass Inc. 
Davidsson, P 2005, Researching Entrepreneurship, Springer, Boston. 
Delmar, F & Shane, S 2004, ‘Legitimating first: organising activities and the survival of new ventures’, 


Journal of Business Venturing, vol. 19, pp. 385-410. 
Fisher, WR 1984, ‘Narration as a human communication paradigm: the case of public moral argument’, 


Communication Monographs, vol. 51, pp. 1-20. 
Fisher, G 2012, ‘Effectuation, causation, and bricolage: a behavioural comparison of emerging theories 


in entrepreneurship research’, Entrepreneurship theory and practice, vol. 36, no. 5, pp. 1019-1051. 
Fiske, J 2004, Introduction to communication studies, 2nd edn., Routledge, London. 
Foo, M. D. (2011). Emotions and entrepreneurial opportunity evaluation.Entrepreneurship Theory and 


Practice, 35(2), 375-393. 
Glaser, BG Strauss, AL 1967, The Discovery of Grounded Theory Strategies for Qualitative Research, 


Aldine Publishing Company, Chicago. 
Global Entrepreneurship Monitor (GEM) 2014. Entrepreneurship is alive and well in Australia. 


Available: http://www.gemconsortium.org/country-profile/37  
Goffman, E 1969, The presentation of the self in everyday life, Anchor Books, New York. 
Griffin, E 2012, A first look at communication theory, 8th edn, McGraw-Hill, New York. 
Hallen, BJ, Eisenhardt, KM 2012, ‘Catalyzing strategies and efficient tie formation: how entrepreneurial 


firms obtain investment ties’, Academy of management Journal, vol. 55, no. 1, pp. 35-70. 
Heath, H & Cowley, S 2004, ‘Grounded Theory approach: a comparison of Glaser and Strauss’, 


International Journal of Nursing Studies, vol. 41, pp. 141-150. 
Heath, C Hindmarsh, J Luff P 2010, Video in qualitative research: analysing social interaction in 


everyday life, Sage, London.  
Jeon, YH 2004, ‘The application of Grounded Theory and symbolic interactionism’, Nordic College of 


Caring Sciences, vol. 18, pp. 249-256. 
Johansson, AW 2004, ‘Narrating the entrepreneur’, International Small Business Journal, vol. 22, no. 3, 


pp. 273-293. 
Klyver, K & Schenkel, MT 2013, ‘From resource access to use: exploring the impact of resource 


combinations on nascent entrepreneurship’, Journal of Small Business Management, vol. 51, no. 4, pp. 539-
556. 


Lucaites, JL & Condit, CM 1985, ‘Reconstructing narrative theory: a functional perspective’, Journal of 
Communication, vol. 35, no. 4, pp. 90-108. 


Makela, M & Turcan, RV 2007, ‘Building Grounded Theory in entrepreneurship research’, in 
Neergaard, H, Handbook of qualitative research methods in entrepreneurship, Edward Elgar Publishing, 
Vancouver. 


Maxwell, AL, Jeffrey, SA & Levesque, M 2011, ‘Business angel earl stage decision making’, Journal 
of Business Venturing, vol. 26, pp. 212-225. 


McCroskey, JC 1969, ‘A summary of experimental research on the effects of evidence in persuasive 
communication’, Quarterly Journal of Speech, vol. 55, pp. 169-176.  


McKenzie, B, 2011, ‘Study of Oral Narrative Provides Preliminary Evidence of Entrepreneurs' Use of 
Story Telling’, Journal of Management Policy and Practice, vol. 12, no. 2, pp. 134-141. 


Mortensen, KW 2008, Persuasion IQ, AMACOM, New York. 
Ott, BL & Mack, RL 2014, Critical Media Studies, 2nd edn., Wiley Blackwell, West Sussex. 
Perloff, RM 2014, The dynamics of persuasion: communication and attitudes in the 21st century, 5th edn., 


Routledge, New York. 
Perkins, PS 2008, The art and science of communication, Wiley & Sons, New Jersey. 
Pollack, JM Rutherford, MW Nagy, BG 2012, ‘Preparedness and cognitive legitimacy as antecedents of 


new venture funding in televised business pitches’, Entrepreneurship Theory and Practice, vol. 36 no. 5, 
pp. 915- 939, viewed 22 May 2015. 


Sarasvathy, SD 2001, 'Causation and effectuation: toward a theoretical shift from economic inevitability 
to entrepreneurial contingency’, Academy of Management Review, vol. 26, no. 2, pp. 243-263. 


Skeat, J & Perry, A 2008, ‘Grounded Theory as a method for research in speech and language therapy’, 
International Journal of Language and Communication Disorders, vol. 43, no. 2, pp. 95-109. 


Stevenson, HH & Jarillo, JC 1990, ‘A paradigm of Entrepreneurship: entrepreneurial management’, 
Strategic Management Journal, vol. 11, pp. 17-27. 







Strauss, AL & Corbin, JM 1990, Basic qualitative research: Grounded Theory procedures and 
techniques, Sage, California. 


Tindale, CW 2004, Rhetorical argumentation, principles of theory and practice, Sage, California. 
UpGlobal, 2015. UpGlobal Home. Available: http://www.up.co/about.  
Virkkula-Raisanen, T 2010, ‘Linguistic repertoires and semiotic resources in interaction’, International 


Journal of business Communication, vol. 47, no. 4, pp. 505-531.   
Wagner, J 2007, ‘Nascent Entrepreneurs’, in Parker, S, The life cycle of entrepreneurial ventures, 


Springer, New York. 
 
                                                            
i  Appendices with open, axial and selective coding, as well as Categories and Themes per pitch are 
available on request 








Examining the control-trust nexus in new venture teamwork 
 


Abstract 
Trust is seen as an essential aspect of a founding team’s internal relationships.  
Positive association between intra-team trust and team effectiveness is recognized in 
literature. Trust and control are commonly considered either substituting or 
complementary phenomena with many scholars arguing that when trust is high the 
need for control is low and when trust is low the need for control is high. While 
scholars aim to address the role of trust in entrepreneurship, the relationship between 
trust and control and the impact on interdependency between founding team members 
in early stage new venture teamwork is largely unexplored.  This paper investigates 
how new venture teams promote trust and control behavior as their venture emerges, 
utilizing group norms as a basis for empirical investigation. We examine the 
relationship between intra-team trust development and control mechanisms in 56 new 
venture teams, based on documentation and participant observation, utilizing a 
framework to analyze written norms for trusting or controlling language. Findings 
show that venture teams are primed for control rather than trust in the early stages of 
venture creation, and ventures with more controlling norms, were seen to be less 
viable long-term.  
 
Introduction 
In order to create successful new ventures, it has been found that entrepreneurs need 
to excel at building and maintaining relationships (Vyakarnam, Jacobs, and 
Handelberg 1999). The relationships between founding team members are particularly 
important for venture creation, as success of a venture often depends on a team’s 
ability to capitalize on creative conflict and diversity while encouraging commitment 
and satisfaction among members (Ensley, Pearson, and Amason 2002). Trust is an 
essential aspect of a founding team’s internal relationships, and positive association 
between intra-team trust and team effectiveness has been identified (Johnson and 
Johnson 1991). The ambiguity and uncertainty inherent in new venture creation 
emphasizes the need for trust within the founding team and speaks to why so many 
new ventures are started by spousal pairs, close friends, or familiar colleagues 
(Aldrich, Carter, and Ruef 2002).  
 
Trust and control are commonly considered either substituting or complementary 
phenomena (Costa and Bijlsma-Frankema 2007) with many scholars arguing that 
when trust is high the need for control is low and when trust is low the need for 
control is high. However some studies have shown that control can facilitate trust-
building behavior (Woolthuis, Hillebrand, and Nooteboom 2005). While scholars aim 
to understand the control-trust nexus in general (Bijlsma-Frankema and Costa 2005, 
Costa and Bijlsma-Frankema 2007), and address the role of trust in entrepreneurship 
(Welter and Smallbone 2006, Welter 2012) the relationship between trust and control 
and the impact on interdependency between founding team members in early stage 
new venture teamwork is largely unexplored.  In situations of high ambiguity, where 
outcomes are difficult to measure and best practices may be non-obvious (e.g. early 
stage ventures), Eisenhardt (1985) states that social control in the form of establishing 
shared values and norms is the most suitable method of control. Social control is 
integral to group functioning as it can help regulate behavior and achieve 
organizational goals (Cardinal, Sitkin, and Long 2004, Johnson and Johnson 1991). 
 







Early stage new venture teams are challenged to balance social control and trust-
based behavior. The purpose of this paper is to investigate the way in which new 
venture teams promote control- and trust-based behavior as their venture emerges, 
utilizing group norms as a basis for empirical investigation. Therefore we ask the 
following questions: 
 


RQ1: In what ways if at all do control and trust guide the development of 
group norms in new venture teams?  


 
RQ2: In what ways if at all is trust built through group norms? 


 
The paper proceeds as follows.  We review existing literature regarding trust and 
control in order to establish a theoretical framework.  This framework guides 
methodological coding of group norms documents of new venture teams. The 
empirical coding represents the primary data analysis, complemented by supporting 
data regarding group development and the eventual outcome of the venture, in terms 
of incorporation and market viability.    
 
Theoretical Framework 
Trust and control  both  refer  to  highly  complex  social  processes  for  which 
consensus around definitions have been elusive (Costa and Bijlsma-Frankema 2007). 
In the following sections, we aim to establish some boundaries between trust and 
control, shaping some working definitions as well as categorizations of trust and 
control. 
 
Trust 
Scholars generally agree that trust is a psychological state that manifests itself in 
behavior towards others ( K r a m e r  1 9 9 9 ) .  Trust is dynamic and multi-faceted and 
can be built, broken, re-built, or maintained over time. Trust constitutes both positive 
expectations and a willingness to be vulnerable to the actions of others 
(Rousseau et al. 1998), where positive expectations generally refer to a belief in the 
trustee’s a) ability or competence b) benevolence or goodwill c) integrity or 
willingness to fulfill commitments and d) predictability (Dietz and Hartog 2006, 
Mayer, Davis, and Schoorman 1995). Trust is also related to risk taking as it is a 
decision to act that is based on the confident positive expectation that the trustee’s 
action will be beneficial rather than detrimental (Gambetta 1988). Trustor 
disposition, reputation of the trustee, as well as context and circumstance can 
influence the decision to trust, and trust can be granted in specific domains only. For 
example a person may be fully confident in her team member’s capability and 
professional competence, but may not feel comfortable sharing personal feelings or 
may doubt the intentions of her colleague.  
 
Dietz and Hartog (2006) outline five  qualitative degrees of trust that are described in 
trust literature. The lowest degrees of trust are defined as deterrence- and calculus-
based, which the authors argue are more an illustration of distrust rather than trust. 
These two degrees are based on suspicions rather than positive expectations and 
parties comply due to either the threat of external sanctions or from the perspective of 
a cost-benefit analysis. Positive expectations replace suspicion at the ‘threshold of 
real trust’ where trust can develop based on knowledge of an individual’s prior 
actions and character, often termed knowledge-based trust. Trust then deepens and 







strengthens, through relationship-based level to the point of complete trust where 
individuals identify with one another around converged interests, defined as identity-
based. The nature of the relationship itself is important to the dynamic of trust; 
stronger, more personal relationships often result in more affective forms of trust 
while more formal relationships see a more calculative approach. Deterrence and 
Calculus-based ‘trust’ are often found in non-personal business relationships, where 
individuals need to interact in order to conduct business whereas knowledge, 
relational, and identification based trust are built on more personal, relationship-
specific evidence.  
 
Control  
Control mechanisms within an organization are understood as processes that regulate 
the behavior of team members with the aim of better achieving organizational goals 
(Cardinal, Sitkin, and Long 2004). The literature on control outlines two basic types 
of control: external measure-based control, also called formal or objective control, 
and internal value-based control, also called informal or social/normative control 
(Eisenhardt 1985). Formal or external measure-based control relies on the 
establishment and use of formal rules, policies and procedures to monitor and reward 
desirable behavior. Informal or internal value-based control emphasizes norms, 
culture, values, and the internalization of organizational goals to encourage desirable 
behavior and outcomes and to promote congruence of member goals and preferences 
(Das and Teng 2001). The two main modes of formal control are behavioral and 
output control (Ouchi and Maguire 1975). Behavioral control monitors the process 
that members undertake to achieve a goal whereas output control measures the actual 
performance or outcome of a task and relies on an objective and reliable assessment 
of performance (Das and Teng 2001). Social or informal control is utilized when 
specific task-related behaviors or outcomes are unknown or unspecified. The focus 
instead shifts to the development of shared values, beliefs, and goals among team 
members as a mechanism to reinforce desired behaviors and internalize congruent 
goals (Das and Teng 2001). Eisenhardt (1985) suggests that different contexts and 
tasks require different modes of control and that it is the level of task programmability 
and output measurability that determine the suitability of formal or informal control 
measures. Task programmability refers to the degree to which the task itself and the 
transformation process of the task are understood in so far as appropriate behaviors 
can be established. Output measurability refers to the ability to measure outcomes in 
an objective and reliable manner. When a task is highly programmable and outcomes 
can be objectively measure behavioral and output control are appropriate. On the 
other hand when tasks are neither highly programmable or outcomes easily measured 
more social forms of control are preferred.  
 
The key difference between social and behavior/output control is that neither the 
appropriate behavior nor the desired outcomes are apparent in the beginning. Thus 
social control is suitable to highly ambiguous situations where goals are non-obvious 
or boundaries are not set as to which behaviors or outcomes are desirable. Instead 
goals are set in a decentralized and evolving manner encouraging socialization and 
consensus-making that allows members to become more committed to the 
organization. Formal control is linked to more extrinsic forms of motivation (reward 
and penalty) whereas social control is linked to more intrinsic forms of motivation 
where individuals hold a strong motivation and commitment to goals as they have 
been internalized (Das and Teng 2001). Formal and informal control also interact 







differently with trust. In strategic alliances Das and Teng (2001) propose that while 
social control enhances both benevolence (goodwill) and competence based trust in an 
alliance both output and behavior control undermine these forms of trust.  
 
The descriptors of control and trust, derived from the literature and summarized in 
Table 1 established the analytical framework utilized to code the empirical data.  
 
Table 1.  Analytical Framework  
Code Title Descriptor 
C1 Outcome control  Focus on measuring outcome 


 Emphasis on clear goals 
 Divergent preferences/values


C2 Behavioral control  Focus on measuring behavior 
 Emphasis on describing how to do something 


(programming of behavior/action) 
 Focus on communication systems 


C3 Social control  Establishing a ‘clan’ or ‘tribe’ [we] 
 Convergence of preferences/values 
 Internalize goals through socialization 


T1 Deterrence-based  Required to work together 
T2 Calculus-based  Work together because benefits outweigh the 


costs 
 Independent (to the group) confirmation of 


benefit 
T3 Knowledge-based  Positive expectation of group  


 Knowledge of group members motivates, 
abilities, reliability 


T4 Relationship-based  Emphasizing the quality of the relationship 
 Evidence of shared affection (concern for one 


another) 
T5 Identity-based  Unity of purpose 


 Group assumes one identity 
 Any member can represent the interests of the 


group will full confidence of the group members 
 
The control-trust nexus 
The relationship between trust and control is a complex one that researchers have 
given multiple and contradictory interpretations of. Two of the most common 
perspectives on the relationship are the substitution perspective and the 
complementary perspective (Costa and Bijlsma-Frankema 2007). Many scholars 
argue that control is a substitute for trust: when trust is high the need for control is 
low and when trust is low the need for control is high. In his piece on economic action 
and the problem of embeddedness Granovetter (1985) notes that clever institutional 
structures which come in both formal (laws, rules etc.) and non-formal (norms, etc.) 
flavors of control can and do discourage malfeasance however these arrangements do 
not produce trust but rather are a substitute for it. Contracts are another form of 
control that social scientists often consider in conflict with trust (Woolthuis, 
Hillebrand, and Nooteboom 2005). The need for a contract can be interpreted as a 
sign of distrust (Lyons and Mehta 1997, Neu 1991) and can be detrimental to the 







building and maintaining of trust if contracts are actively enforced through activities 
such as monitoring. Contracts can evoke undesirable relationship dynamics such as 
conflict (Gaski 1984) and defensive behavior (Hirschman 1984) and scholars have 
suggested that it may not be wise to explicitly formulate or enforce a contract, 
particularly in the early stages of a relationship (Fehr and Schmidt 2001, Chen 2000). 
In line with Granovetter (1985) opportunism and general malfeasance can be 
prevented through the development of trust and embeddedness of social relations, 
thereby negating the need for a contract (Woolthuis, Hillebrand, and Nooteboom 
2005). However despite the fact that the dominating view seems to see trust and 
contract as opposing alternatives (Knights et al. 2001) the empirical evidence on the 
matter is mixed and studies have found that high trust and formal control can exist 
simultaneously, contracts can facilitate trust rather than destroy it depending on the 
content and the way it is written (Woolthuis, Hillebrand, and Nooteboom 2005) and 
trust can act as a precondition for contracts (Larson 1992) demonstrating a more 
complementary perspective (Poppo and Zenger 2002, Zaheer and Venkatraman 
1995). 
 
The majority of management literature dedicated to analyzing the nexus of trust and 
contract looks at transactional relationships external to the founding team or at 
employee/employer, subordinate/superior or collegial relationships within a firm. Few 
studies appear to exist addressing intra-team relationships and the balance between 
trust and control in early stage new venture teamwork. As a result, the types of 
contracts that are considered are for example supplier/producer agreements and joint 
ventures. When examining the trust control nexus in early stage new venture 
teamwork a contract that could be of interest is the group norms contract, the 
psychological contract a team makes when embarking on a new venture that relates to 
their norms, values, believes and behaviors (Holmer 2001).  
 
Methodology 
This paper examines the relationship between intra-team trust development and 
control mechanisms in 56 new venture teams, based on documentation and participant 
observation from September 2010 to October 2015. Data is collected from new 
venture teams in their second (and final) year of a masters program in 
entrepreneurship at a technical university.  First we provide background regarding the 
empirical environment, followed by more specific information regarding the specific 
56 venture teams.   
 
Empirical environment  
The masters program is a venture creation program (Lackéus and Williams Middleton 
2015) in which students gain entrepreneurial competence through engaging in a 
venture creation process, where the venture becomes the main learning vessel.  The 
education partners with an incubator to provide resources and support for venture 
development, including a specified ‘incubation period’ in the final year of the 
masters.  The first year of the masters program includes a more traditional period of 
training and development including knowledge regarding intellectual property, market 
definition and positioning, technology-based business development and verification 
processes. During the final, “incubation” year, students are formed into teams of two 
to three and provided an idea.   
 







Student teams are semi-designed.  Each individual articulates his or her preferences 
towards teammates and idea.  These preferences are utilized by faculty and incubation 
staff to form teams.  As students are recruited to the program from different 
educational backgrounds, mainly represented by the engineering sciences and 
business, though occupationally also including students with background in law or 
design, there exists a certain degree of diversity across each cohort.  Diversity of 
student background is taken into consideration during team formation, as this is seen 
as facilitating differentiating perspectives and means of analysis upon problems and 
solutions, providing a more comprehensive basis for decision making.   
 
During the incubation year, teams are supported by a network of stakeholders and 
shareholders, including program faculty, incubation staff and external advisory 
networks. At the end of the incubation year, the team and incubator determine if the 
venture should incorporate. There are essentially three alternatives to incorporation of 
a venture into a company: non-commercial development, re-start, or termination. This 
illustrates the ‘realness’ of the educational environment, in that learning through 
entrepreneurship includes not only the learning by engaging the process of developing 
an idea into a business, but also learning from testing the viability of the idea as a 
business, and re-starting again when the idea ‘fails’.   
 
Data Collection 
The 56 group norms documents of the venture teams are written at the beginning of 
an incubation period for each cohort, lasting from September to June of each year.  
The cohort groups, for example illustrated in Tables 2 and 3, are labeled by their 
graduate year.  Thus 2011 represents the cohort of ventures operating in the 
education-incubation program from September 2010 to June 2011.  Each venture 
consists of two to three team members with variations of mixed gender and cultural 
background. The ‘group norms’ document, seen as a form of psychological contract 
written by teams when they first start their ventures, acts as the empirical basis of the 
study in order to examine the balance of control and trust mechanisms that teams 
initially establish for themselves.  Supporting empirical evidence includes participant 
observation from non-team members present in the new venture environment, such as 
insight from group development talks and information regarding venture progress 
post education. Table 2 provides a summary of the new venture teams.  
 
Table 2. New Venture Teams 2011 - 2015 
Year No. of 


Teams 
Same 
gender, 
Male 


Same 
gender, 
Female 


Mixed 
gender 


Mixed 
culture 


Status 


2011 11 9 1 1 8 6 continued; 1 of 
which still ongoing 


2012 12 5  0 7 5 6 continued; 3 of 
which still ongoing 


2013 12 1  2 9 5 8 continued; 5 of 
which still ongoing 


2014 11 5 2 4 3 10 continued; 6 of 
which still ongoing 


2015 10 1 2 7 2 6 continued; 5 of 
which still ongoing 


 







Data Analysis 
Two independent coders conducted an initial analysis of a selected cohort (2013) 
constituting twelve group norms documents representing twelve new venture teams, 
in order to identify trust-associated and control-associated language.  A list of key 
words representing either ‘trust’ or ‘control’ was generated and then the full range of 
56 documents (2011-2015) were coded using the key words.  This resulted in an 
initial ratio of trust to control language for each team, and for each cohort.  The ratios 
was marked as a baseline check for the theoretical coding framework.  
 
Next, the two independent coders applied the theoretical framework, with scale C1 to 
C3, and T1 to T5, to a selected cohort (2011) and then discussed coding to test the 
consistency of the applied framework. As the templates and writing styles 
differentiated across the documents, adjustments to the coding framework application 
in order to establish consistency.  For example, we discussed how to address text 
presented in bulleted lists compared to text presented in full sentences or meanings.  
Based on the adjustments, the 56 group norms documents were coded independently 
by the two coders.  Results of coding were compiled into a common data set for 
analysis, both for each cohort year, and in a comprehensive summary of all years (all 
56 documents). Compilation involved average each independent code for all 
categories (C1-C3 and T1-T5), for each document, making note of when coding score 
differentiated by more than two points.  The averaged codes generated a trust to 
control ratio for each document (venture team), as well as a collective ratio for all 56 
teams, presented in Table 3. The status of the venture upon completion of the 
incubation year is also presented in Table 3. This information was obtained and 
verified by an independent staff member responsible for incubation of the ventures 
developed through the program and is current as of October 2015.  
 
Table 3. Control to Trust Ratio in group norms documents 
Project  %C  %T  Current venture status 


2011‐A  63%  37%  continued for a period 


2011‐B  56%  44%  continued for a period 


2011‐C  67%  33%  shut down


2011‐D  60%  40%  continued for a period 


2011‐E  55%  45%  shut down 


2011‐F  64%  36%  continued for a period 


2011‐G  64%  36%  on going


2011‐H  69%  31%  continued for a period 


2011‐I  72%  28%  shut down 


2011‐J  71%  29%  shut down


2011‐K  70%  30%  shut down 


2012‐A  70%  30%  shut down


2012‐B  67%  33%  continued for a period 


2012‐C  73%  27%  on going 


2012‐D  63%  37%  shut down 


2012‐E  77%  23%  on going


2012‐F  69%  31%  shut down 


2012‐G  72%  28%  continued for a period 







Project  %C  %T  Current venture status 


2012‐H  78%  22%  shut down 


2012‐I  50%  50%  continued for a period 


2012‐J  70%  30%  shut down


2012‐K  62%  38%  on going 


2012‐L  70%  30%  shut down  


2013‐A  59%  41%  shut down


2013‐B  66%  34%  shut down 


2013‐C  66%  34%  continued for a period 


2013‐D  63%  38%  continued for a period


2013‐E  65%  35%  on going


2013‐F  63%  38%  on going 


2013‐G  44%  56%  continued/now paused 


2013‐H  48%  52%  on going


2013‐I  66%  34%  shut down 


2013‐J  63%  37%  continued/shut down 


2013‐K  46%  54%  on going 


2013‐L  58%  42%  on going 


2014‐A  59%  41%  continued for a period 


2014‐B  70%  30%  on going


2014‐C  65%  35%  paused 


2014‐D  64%  36%  on going 


2014‐E  58%  42%  transferred 


2014‐F  52%  48%  shut down


2014‐G  61%  39%  on going 


2014‐H  57%  43%  on going 


2014‐I  40%  60%  continued for a period


2014‐J  70%  30%  continued for a period 


2014‐K  30%  70%  on going 


2015‐A  47%  53%  on going


2015‐B  59%  41%  on going 


2015‐C  61%  39%  shut down 


2015‐D  48%  52%  paused 


2015‐E  61%  39%  shut down 


2015‐F  63%  37%  shut down 


2015‐G  54%  46%  on going 


2015‐H  50%  50%  on going


2015‐I  60%  40%  on going 


2015‐J  59%  41%  shut down 


Total = 56  62%  38%  18 shut down; 19 on going 


 
Limitations 
The differentiating structure of the group norms documents presented some 
challenges in applying the coding developed through the analytical framework.  In 







order to effectively apply the framework, the two coders went through three iterations 
of coding application and discussion on example text.  This potentially biased the 
coders to each other’s’ interpretation of the data, reducing the independence of their 
coding.  There are also limitations to the coding framework at this stage, as it would 
be improved through further application and evaluation, including generation of 
example phrases to represent the descriptors.  Once the coding framework is refined, 
the study would also benefit from coding by an independent third party.   
 
Results and Discussion 
Table 3 presents the control to trust ratios of the group norms documents for each 
team, as well as the average ratio for all 56 teams. Our findings show that nascent 
entrepreneurs in the venture teams are primed for control rather than trust in the early 
stage of venture creation. Based on the coding structure, the group norm documents 
were found to emphasize controlling (average 62%) rather than trusting (average 
38%) language for all 56 venture teams. Across all 56 venture teams, the range of 
control-trust ratio was from 78% control to 22% trust (2012-H), to 30% control to 
70% trust (2014-K).   
 
For the 2011 cohort, representing eleven teams, the average ratio was 65% control to 
35% trust.  For the 2012 cohort, representing twelve teams, the average was 68% 
control to 32% trust.  For the 2013 cohort, representing twelve teams, the average was 
59% control to 41% trust.  For the 2014 cohort, representing eleven teams, the 
average was 58% control to 42% trust.  And finally, for the 2015 cohort, representing 
ten teams, the average was 56% control to 44% trust.  This illustrates that over time 
the cohorts generally became less control oriented in their norms documentation.  
 
In the control coding, C2 was the most common, representing 69% of all the coded 
control language.  For trust, T3 was the most common, representing 62% of all trust 
language.  None of the norms documents were seen to provide illustration of T5, 
identity-based trust, and very low percentage of documents presented T1, deterrence-
based trust.   
 
Answering the research questions 
Our first research question (RQ1) asked: In what ways if at all do control and trust 
guide the development of group norms in new venture teams? Given the larger 
emphasis on control language across all 56 venture teams, it seems that a certain 
measure of control is necessary. Control language guides working principles and day-
to-day operations that enable the team to collectively function around the same 
general purpose – the creation of the venture.  This can be illustrated in the control 
coding through the majority of control codes associated to C2 – behavioral control – 
which describes the way in which teams expected one another to communicate 
information and deliver towards stated goals. In line with Eisenhardt (1985) teams 
appeared to exercise behavioral control as a way to program the task of creating a 
venture. For example, many of the documents stated working hours, roles and 
responsibilities, decision making procedures, procedures for sharing information 
across the team, and how to address conflicts.  These means for control can be seen as 
constructive and supportive of the general function of the teamwork.  However, in 
some cases, it was recognized that control language led to excessive monitoring, a 
lack of individual autonomy, lack of flexibility and ability to adapt to changes 
influencing the venture.  Reduction of individual autonomy potentially reduces the 







team’s ability to gain from the individual strengths of its members, as they are 
required to conform to a general practice.  However, lack of control could lead to 
chaos, lack of coordination of resources and efforts, and even counter-productive 
activity.  
 
Control language was seen as useful in stating expectations of how individuals are to 
contribute to the team. For example a C2 statement from 2014-E: “Group working 
hours should mainly and preferably be 08:30 -16:00 Monday-Thursday, 08:30-14:00 
[Friday].  This is office hours where the team work together.” However, controlling 
norms could be seen as overly constrictive when aimed towards monitoring individual 
behavior.  For example 2014-A, states: “When meeting external partners, all persons 
in the management team should be at the site 20 minutes before, well prepared”.  
This implies that all members are expected to attend all meetings, which was also a 
phenomenon often observed by faculty and staff.  Another example from 2013-B 
states: “Decisions should always be preceded by a discussion. If consensus cannot be 
reached, voting is applied. The team members shall not put any pride in decisions 
made. Who of the team members are involved in the decision making process is 
depending on the nature of the decision. An informal policy on who partakes in what 
decision making process will be established over time. In general, anyone who will be 
impacted by a decision should have a saying and be part of the decision making 
process.” implying that individuals are not allowed to take decisions independently 
for the team. Norms demonstrating C3 represented a clan mentality, for example from 
2011-K “United front on communicating our mission, vision, values”.  
 
In the norms documents, language associated to trust tended to illustrate teams 
allowing individuals to work from their own strengths, and a belief that this would 
lead to the whole being greater than the sum of its parts. Trust-oriented 
communication illustrated anchoring of key information with team-members, rather 
than requiring that everyone know everything at any given point in time.  For 
example, 2014–F “We want to build up trust within the group by being transparent 
and honest with each other (…) Through building trust and transparency within the 
group, our ambition is to be able to give and receive genuine and constructive 
feedback (…) Our ambition is to have an open, quick and effective communication, 
both inside the team and towards other parties”. Transparency was used as a way to 
facilitate autonomy, rather than to monitor the activity of each member in the team.  
Teamwork built on trust-based behavior relinquished requirements on time spent 
communicating every new piece of information, allowing the team to operate in a 
more efficient and agile manner.  Documents with trust-based language, particularly 
T4, emphasized the importance of the emotional and supportive responsibility of the 
team members towards one another, which aligns with Dietz and Hartog (2006). 
Language allowing for mistakes and encouraging providing a helping hand when 
necessary, regardless of cause, was more common to trust-based norms documents. 
For example, 2012–K “In hard time we should always seek support among each other 
(…) Unskilled areas is nothing to be ashamed of, it is them we want to improve”.  
 
Trust language in norms seem to be more appreciative of individual differences, but 
build on a general assumption that the individual wants what is best for the venture.  
For example, in document 2015-H: “It is of high importance that everyone in the 
team feel confident and comfortable to take decisions and that the group supports the 
decisions that the individual has taken. This will keep the team moving forward if one 







decision turns out to be ‘wrong’ the rest of the team will be there to support and help 
since we all have the mindset that the one making the decision had the projects best in 
mind when he or she made it.”   
 
Addressing RQ2: In what ways if at all is trust built through group norms?, we found 
that the group norms documents seemed more limited in illustrating the way in which 
trust was discussed in the groups, compared to the way in which control mechanisms 
for group work was established. Within the documents, teams sometimes 
communicated summarization of discussions in bulleted lists, which often articulated 
expectations of how to work and communicate, in controlling language, but stated 
that these resulted from hours of discussion.  We hypothesize that these discussions 
involved language that might have been coded as trust-based, but did not end up in 
the document.  As faculty involved in group development talks which followed the 
creation of the group norms, this hypothesis is supported in some cases, as groups 
explain the reasoning behind the stated norms as based on assumptions or taken-for-
granted trust between team members.  They felt that as it was obvious to them in the 
group that they were to operate on trust, they did not explicitly state this in the norms. 
 
Association of control-trust language to venture performance was not a direct research 
question, but we were still able to draw some initial reflections regarding potential 
relationship between the level of trust in the group and the eventual performance of 
the venture. Overall, the teams that had higher percentage (50% or more, up to 70%1) 
of trust language in their group norms had at least one of the team members 
continuing with the venture after completion of the education.  19 of the 56 ventures 
ended up shutting down directly after the education.  These ventures averaged a 
higher level of control based language (65%) in their group norms.  However, the 
range between the 19 ventures was from 52% control language to 78% control 
language.  It is important to note that the reason for shutting down varied.  In some 
cases, the reason given was the low viability of the actual idea, whereas in other 
cases, it was clearer that the venture did not continue because the team members did 
not want to continue together.     
 
Another interesting observation that merits further study is the influence of 
heterogeneity of the team in the level of control vs. trust language.  Across the 56 
teams, the teams that had more heterogeneity in the team structure, either in terms of 
gender or in terms of Swedish compared to non-Swedish upbringing, had a tendency 
to have higher percentage of control language in their group norms documents.  In 
terms of cultural differences, this is not necessarily surprising, as working across 
cultural understanding could require increased emphasis on communication and 
behavioral control, which the teams would likely recognize and therefore integrate 
into their norms documents.   
 
Recognizing that from year to year, group norms became increasingly trust-based in 
their language, may indicate institutional learning between yearly cohorts as well as 
program faculty and incubation staff.  For example, instructions and educational 
material provided to the teams to support their writing of the group norms documents 
changed over time.  Expected structure and content was made increasingly flexible, 


																																																								
1	This	was	the	highest	percentage	of	trust	language	for	all	of	the	56	teams.		Only	one	venture,	
from	the	2014	cohort,	had	a	norms	document	with	a	30%	control	to	70%	trust	ratio.			







and more at the team’s discretion, which may have allowed for teams to be more 
descriptive in how they intended to work together, and release requirement to 
communicate work structure.  
 
Implications 
This paper provides initial insight into the way in which trust and control are utilized 
within new venture teams in early stages of venture development, as illustrated 
through group norms documents.  The study also provides some additional insight 
into the use of group norms documents.  Through analysis of the text in the group 
norms documents, we were both struck by the limitations posed by formulating norms 
into written documentation.  We recognized that many of the new venture teams 
emphasized describing what and how they intended to act and operate, without 
articulating why they had these intentions.  When asked about the lack of ‘underlying 
reasoning’ in the documents during groups talks, the venture teams often explained 
that they had spent time discussing the underlying reasoning when they were creating 
the norms, but it was only the end result that was compiled in the norms document.  In 
this sense, the new venture teams could be seen to generate intuitive understanding 
that is not captured in the norms.  Also, as this understanding is not articulated in 
written text, it could be lost or reinterpreted over time, which could influence the 
viability of the norm statement presented in the written text.  Thus, we recognize that 
there may be a need to guide development of group norm documentation that would 
include description of the underlying reasoning associated to the norm created.  New 
venture teams also mentioned that sometimes certain norms were ‘taken for granted’ 
and thus perceived as too obvious to commit to written text.  Again, this could 
indicate a need to refine norm documentation to include underlying assumptions or 
that which seems obvious to the new venture team.  
 
Next steps based on the pilot study underlying this paper include refining the coding 
framework for recognizing control and trust indicators in team language (written and 
oral), as well as investigating the control-trust relationship within new venture teams 
over time, and effective use of trust or control mechanisms at critical incidents.  
Future research can also include investigation of which types of control foster trust; if 
and how individuals may be primed for control; and the role of gender, culture, 
control-need, proclivity to trust, and relationship to uncertainty and the impacts of 
these on trust. Lastly, conducting a longitudinal process based study to examine 
whether teams can create norms in a way that build, maintain and repair trust would 
be insightful.  
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Abstract 
Social entrepreneurs establish social ventures to create value for others, but they cannot achieve 
their aims single-handedly. Successful social ventures require the involvement of a (team of) 
social entrepreneur(s), employees and/or volunteers and beneficiaries. This paper explores the 
benefits that engage and maintain the participation of this range of actors. Taking a social 
exchange perspective and investigating the case of a single social venture, the study identifies 
two types of restricted and generalized exchange that occur in the social venture. Value 
captured by the range of actors includes economic, social, hedonic and altruistic value. Three 
key findings emerge from this study. First, relationships appear to link social and altruistic 
value generated within the social venture. Second, the structure of inclusive restricted exchange 
differs in that the social entrepreneur appears to be a member of most dyadic exchanges. Third, 
within most exchanges the value received through the exchange varies for the different actors 
involved. 


 


Introduction 
Social entrepreneurs build ventures for the primary purpose of having a social impact (Dees, 
1998). Similar to commercial ventures, social ventures are established because an entrepreneur 
identifies a gap in the provision of a product or service to a target community. Like other 
ventures, social ventures depend on members of a target community to engage with the venture. 
In the case of social ventures, the target community generally lacks the resources to attain the 
needed product or service at full market rates (Martin and Osberg, 2007). Social ventures offer 
an interesting context for understanding a range of different types of benefits that attract social 
entrepreneurs, volunteers and both direct and indirect beneficiaries to become involved with 
the social venture.  


 


The success of a social venture depends on the engagement of employees and beneficiaries, in 
addition to the social entrepreneur. These actors may participate in, receive or co-create benefit. 
Beneficiaries of social ventures vary substantially and can gain value both directly and 
indirectly. For example, a retail facility that employs people with disabilities offers on-going 
support for their employees, a restaurant that trains homeless youth for careers in hospitality 
provides a pathway for development and advancement while other types of social ventures 
work to bring about change in broader society addressing societal issues such as racism or 
violence. In each of these cases, there are direct and indirect beneficiaries of the social venture. 
For example, in the case of the retail facility, people with disabilities are direct beneficiaries 







who may gain salaries, independence and enhanced self-esteem. Clients of the retail facility 
are indirect beneficiaries of the venture, who may benefit from the product they purchase, an 
increased awareness of challenges facing people with disabilities and the intrinsic value of 
purchasing a product that helps people with disabilities. This study aims to understand the value 
that social entrepreneurs, employees of social ventures and social venture beneficiaries derive 
from participating in exchange relationships within the context of a social venture. 


 


A social exchange perspective enables us to consider the contributions and rewards that social 
entrepreneurs, employees, direct beneficiaries and indirect beneficiaries of social ventures 
perceive through their engagement with the social venture. This paper explores the 
contributions and benefits that keep the different actors engaged in the social venture’s 
activities. In the remainder of the paper, we introduce a theoretical perspective for 
understanding the value and types of exchange associated with a social venture. The data 
gathered to explore the case are investigated both to understand the range of types of exchange 
and value exchanged within a social venture. Results are presented and discussed.  


 


Dynamics of Exchange in Social Entrepreneurship 
Social exchange theory was developed to explore and understand complex interpersonal 
exchanges (Das and Bing-Sheng, 2002). As such, it is an appropriate body of theory for gaining 
insights into both how a range of social venture actors perceive the value of the benefits they 
receive, and the relationships within which that value is exchanged. When people enter into an 
exchange relationship, they incur the cost of what they contribute and their participation is 
reinforced by the value of what they receive (Homans, 1958). Several tenets of exchange theory 
appear to be particularly relevant in social venture contexts.  


 


Reciprocity, power dynamics of exchange partners and certainty of benefit are compelling 
elements of social exchange to explore in the context of social ventures. The first element, 
reciprocity, is a principle of social exchange which anticipates that when one party in an 
exchange makes a contribution, that party will receive a return of commensurate value. In the 
sociological origins of social exchange, reciprocity refers to direct exchange between two 
individuals, while in anthropological origins of social exchange, the term refers to more 
generalized transactions where the benefits that B receives from A may be returned to C (Ekeh, 
1974). The second element is power relations between exchange partners. Although the 
principle of reciprocity assumes exchange takes place among equals, unequal partners can 
participate in stable exchange relationships as long as the status of participants is not critical to 
the exchange (Ekeh, 1974). A fundamental premise for social ventures is that the actors in the 
exchange do not have equal access to resources. In order for a range of actors with different 
resources to remain involved in an exchange, it seems that each actor must make different 
contributions and value different returns. The third element is the certainty of benefits. 
Receiving a return benefit is relatively certain in restricted exchanges. Returns on contributions 
in a generalized exchange, however, are risky. The latter is consistent with a social dilemma: 
self-interest would suggest that individual participants should sit back and benefit from 
contributions of others (Takahashi, 2000). One explanation for people’s engagement in 







generalized exchanges despite uncertain returns is Ekeh’s (1974) concept of social cost. He 
suggests that when people contribute to a social good based on societal expectations, such as 
hosting a wedding, the expense is attributed to the institution, i.e., the societal expectation for 
weddings, rather than to the individual beneficiaries, i.e., the guests (Ekeh, 1974, p. 47). A 
second explanation that is specific to social entrepreneurs is their combined motivation to act 
in their own interest and create value for others (Ruskin et al., in press). Additionally, social 
ventures create beneficial outcomes at individual, organisational, community and societal 
levels (Haugh, 2006). As long as each actor associated with a social venture is receiving 
rewards that s/he perceives as valuable, the exchange relationship can remain intact despite 
power differences and uncertain returns.  


 


Exchange Modes 
Consistent with the sociological and anthropological origins of social exchange, scholars 
distinguish between restricted and generalized exchange (Ekeh, 1974; Willer et al., 2012). 
Restricted exchange is characterized by exchanges between two actors. The resources one actor 
gives are directly contingent on the resources they anticipate receiving in return (Blau, 1964). 
The exchange may be simultaneous, such as making a cash purchase, or delayed, as in the case 
of trading favors (Willer et al., 2012). There is a distinction between restricted exchange in 
which there are only two potential exchange partners, exclusive restricted exchange, and 
restricted exchanges that take place between individual actors within a group, inclusive 
restricted exchange (Ekeh, 1974). Exclusive restricted exchange includes exchanges between 
A to B and B to A. For example, two close friends may exchange birthday and holiday gifts 
every year. Inclusive restricted exchange describes similar dyadic exchanges between actors: 
C - D, E - F and G – H who are all members of a network. For example, a mentor system for 
new employees at an organization involves relationships between mentor and mentee dyads 
within the organization. In contrast, in generalized exchange three or more actors participate in 
the exchange. One actor’s contribution is reciprocated not by the recipient but by a third actor 
(Takahashi, 2000). Two primary generalized exchange structures are described in the literature. 
A circular generalized exchange takes place when each participant provides benefits to another 
who passes benefits to a different participant who continues the chain with benefits eventually 
coming full circle and flowing to the initial participant (Ekeh, 1974). A classic example is 
described by Malinowski (1922/1972), in which individuals give gifts to members of other 
communities as part of a closed circle of gift giving. Contemporary examples of circular 
generalized exchange include book clubs that are hosted by members on a rotational basis and 
parents’ babysitting clubs. Group generalized exchange occurs when an individual exchanges 
with a group. Resources are pooled and participants receive shares of the total benefits. 
Contemporary examples of group generalized exchange include contributions to online support 
communities or development of open source code (Cheshire, 2007). In both types of 
generalized exchange, benefits are not tied directly to resources offered and time frames for 
reciprocation are indefinite. As such, returns are anticipated but uncertain. 


 


Types of Value Exchanged 
To understand exchange in social ventures, it is important to understand the value each actor 
places on the items or experiences being exchanged. The symbolic value of items exchanged 







is more important than their economic value, because the relationships and guiding principles 
built through exchange are more valuable than the particular items being exchanged (Levi-
Strauss, 1969, pp. 138-139). Holbrook’s (1999) typology of consumer value is one way to 
begin to understand how the actors in social ventures perceive the benefits they receive. His 
more recently refined typology is based on two distinctions: (1) extrinsic (instrumental) versus 
intrinsic (valued in its own right) and (2) self-oriented versus other-oriented (Holbrook, 2006). 
Considered together, these distinctions result in four types of value: economic, social, hedonic 
and altruistic (Table 1). Economic value embodies quality and efficiency, social value is the 
management of others’ impression of oneself, hedonic value is the delight associated with 
participating in enjoyable activities, and altruistic value is the spiritual reward of creating 
benefits for others.  


 


Table 1: Typology of Value 


 Extrinsic Intrinsic 
Self-oriented Economic value Hedonic value 
Other-oriented Social value Altruistic value 


(Source: Holbrook, 2006, p. 715) 


 


Methods 
This study takes a qualitative case study approach to explore exchange within a social venture 
(Stake, 1995). Individuals engaged with the social venture are the level of analysis. The 
structure of the selected venture allows for consideration of exchanges among and between 
multiple participants, all of whom have the potential to benefit either directly or indirectly. 
Participants in the study include one social entrepreneur, one volunteer, three artists, one 
community leader and two retailers associated with the social venture. To protect the 
confidentiality of participants, the venture is referred to by the pseudonym Art Cards, and 
individual participants are referred to simply by the role they play relative to the venture. In 
cases where two participants play the same role, a number is added to the code, such as Artist 
1 and Artist 2. 


 


The Case 
Art Cards was founded as a company in 2008 in regional Australia. Art Cards’ principle 
products are greeting cards that include photographs of paintings by Aboriginal Australian 
artists printed in vegetable ink on the front of folded greeting cards made from high quality 
recycled paper. The story of the artwork in the words of the artist (translated into English, if 
necessary) is printed on the back of each card. The venture also organizes or participates in 
occasional exhibits of the artists’ work. The founder and social entrepreneur is a photographer 
who was working for the local council in 2007 and meeting with a group of approximately 15 
Aboriginal artists.  


 







The artists select one or more of their paintings they would like to include on greeting cards. 
The social entrepreneur photographs the painting, documents the artist’s story of the artwork, 
and arranges for the cards to be printed. The social entrepreneur has relationships with retailers 
to sell the cards in several shops around the regional area where the venture is located, as well 
as in Sydney. The cards are also marketed through the company website and occasional art 
exhibits. The artists receive royalties for each card that is sold. The social entrepreneur has one 
part-time employee and one volunteer to assist her with the operations. Over time, the group 
of artists the social entrepreneur works with has expanded to include Aboriginal artists from 
two remote communities in the Northern Territory of Australia. After cards are purchased, they 
are sent to recipients in Australia and around the world. Based on this system of production 
and distribution, the types of individuals engaged with the venture include the social 
entrepreneur, employees of the venture, artists, local community members, retailers, card 
buyers and recipients of the cards. 


 


Selection of participants for this study started with the social entrepreneur. The social 
entrepreneur was selected to participate in another study exploring the motives and rewards of 
social entrepreneurs (Ruskin et al., in press). During data collection for that study, the idea to 
explore the value exchanged in social ventures arose. Art Cards was selected as an ideal case 
to explore (Stake, 1995), because of both the range of direct and indirect beneficiaries, and the 
different types of value the venture appeared to generate. The lead author approached the social 
entrepreneur to request permission to study the venture as a case and for recommendations of 
participants. The social entrepreneur agreed, and shared a list of volunteers, artists, community 
members and retailers.  


 


Data Collection and Analysis 
The data gathered to explore the case include information about exchanges that motivate 
participants to engage with the social venture and the benefits gained from these exchange 
relationships. Data consist of both in-depth interviews and a review of materials, such as 
website, products and brochures, associated with the social venture (Miles et al., 2014). Semi-
structured interviews were tailored for either participants who work in or for the social venture 
or those who primarily benefit from the activities of the social venture. Each interview was 
structured by five to six primary questions. For each primary question, there were several 
follow-up questions to prompt more detailed responses, if necessary. For example, the primary 
question, ‘In what ways do you benefit from the venture’s activities?’ could be followed by, 
‘Can you share any stories that demonstrate what you get out of being involved?’  


 


Transcripts of interviews, emails and other materials were open-coded for information related 
to exchanges, benefits and costs using NVivo (NVivo, QSR International, 2008). Based on 
preliminary open-coding, we developed a frame of types of exchange and types of value. The 
data were then re-coded to identify additional passages to confirm, refute or adapt the proposed 
themes (Spiggle, 1994). There was a final search for patterns across themes. 


 







Results 
Analysis of the data from Art Cards reveals that all four types of exchange occur among the 
actors associated with the social venture. There are exclusive restricted exchanges between 
various individual actors, inclusive restricted exchanges between an individual and a group, 
circular generalized exchanges in which an individual provides value to another individual who 
offers value to another individual and so on, and group generalized exchanges in which 
individuals contribute for the benefit of a group. 


 


Exclusive restricted exchanges 
Comments from study participants indicate that exclusive restricted exchanges take place in 
the venture. One example of an exclusive restricted exchange relationship is between an artist 
and a retailer. Several comments highlight the economic and altruistic value they perceive in a 
restricted exchange that involves paying for artwork upfront, rather than selling it on 
consignment. Retailer 2 comments, ‘I pay for everything when I go to the communities. Some 
of the galleries take it all on consignment…we pay for absolutely everything…that, to me, is 
really, really important’. Artist 1 comments that, from his perspective, having art paid for 
upfront is an advantage that helps him decide where to sell some of his artwork. He comments, 
‘I sell these little canvases for $35 and [Retailer 2] sells them for sixty something, and that to 
me doesn’t seem fair, except what she does, which no one else does…she will pay for them as 
soon as I bring them in. No one else is offering that.’ At the same time, Artist 1 acknowledges 
that ‘the other artists have had a little go at me about it, because I sell them to her’ so cheap, 
but he explains ‘I live a little bit hand-to-mouth sometimes, [so having them paid upfront] is 
very appreciated’. For Artist 1, there is an efficiency benefit in selling work directly to the 
retailer, rather than waiting for a consumer to pay, even if waiting could result in a higher sales 
price. Retailer 2 conveys that she feels strongly about the benefit to artists of paying for their 
artwork upfront, which reflects altruistic value for her. This benefit is accompanied by the 
economic value of inexpensively acquired artwork. 


 


Artist 3 discusses the growing relationships between the individual artists and Retailer 2. He 
comments that both the social entrepreneur and Retailer 2 were purchasing art in the Northern 
Territory, but that Retailer 2 did not have strong relationships with the local artists. He explains 
that the social entrepreneur ‘talks and promotes us all, and [Retailer 2] could see the logic of 
buying local art, and it supports the art that she does buy from across Australia. So, it’s given 
[her] a really good opportunity’ to build relationships with the local community of artists both 
because she’s retailing the cards, and because she now buys art from and promotes the local 
artists. These comments suggest that exclusive restricted exchanges create additional economic 
value for Retailer 2. 


 


Exclusive restricted exchanges between the social entrepreneur and the volunteer appear to 
result in hedonic value for the volunteer. The volunteer comments that ‘I’m fortunate to be a 
volunteer for [the social venture], because [the social entrepreneur] does involve me in more 
managerial types of things, and she’s very open about things going on, so I get to learn more 
than I would doing other voluntary work’. This comment suggests that it is the nature and 







working style of the social entrepreneur that brings about the value for the volunteer. The 
volunteer affirms this perception in a further comment, ‘that’s kind of her personality in a way, 
to be open about her skills and knowledge and sharing. So I guess everyone around her 
benefits’. It may also be part of the nature of working in a start-up venture. Volunteering for 
an established venture may mean taking on a particular task, such as cooking and serving a 
meal or packaging supplies. In a start-up venture, on the other hand, volunteers can fill the role 
of an employee before the organization is able to afford additional employees (Chum et al., 
2013). This situation results in an opportunity for the volunteer to take on more meaningful 
and satisfying work, which is hedonic value that she attributes to her relationship with the social 
entrepreneur. 


 


Inclusive restricted exchanges 
Many inclusive restricted exchanges within the venture take place between the artists and the 
social entrepreneur, but the artists are not acting as a group. They are acting as individuals that 
are part of a network. The exchange that every participating artist and the social entrepreneur 
refers to is the contribution of a painting for inclusion on a card in exchange for the 
development of products and marketing materials. When the artists contribute artwork to the 
social venture, the social entrepreneur photographs the art for the card, the website and other 
marketing materials. The result is a portfolio that the artist can use to promote their work. Artist 
2 says, ‘If you’re just concentrating on your artwork and the creativity side, then you’re not 
going to be as clued in to the things that actually make the management of that work…what 
arenas sell your particular style or sell somebody else’s style. All of those things, [the social 
entrepreneur and the social venture] take care of very efficiently’. Artist 3 acknowledges that 
there are trade-offs involved in the decision to contribute a piece of artwork on a card: ‘I do 
have a card with her…although it does diminish the artwork to be on the card…but at the same 
time it does get my artwork out there’. The social entrepreneur affirms her perception of the 
value to the artists of the marketing associated with the social venture and having a portfolio 
of their work. In addition, she notes the royalty payments as an economic contribution to the 
artists, saying ‘it’s not a really high income, it’s a royalty payment. And, we pay the artists 
higher than the national average royalty, and it goes directly to them, not through anyone else’. 
For the artists, these inclusive restricted exchanges create economic and social value in the 
form of royalties and increasing awareness of their artwork. 


 


These economic and social benefits are perceived by the artists and the social entrepreneur, and 
both Artist 3 and Artist 1 indicate there is a reciprocal element in these exchanges. Artist 3 
comments on the role the social entrepreneur’s commitment to the community of artists plays 
in fostering and maintaining the artists’ involvement with the social venture. The social 
entrepreneur ‘is supportive of our community and she actually has enthusiasm for our 
community, so that’s a big factor in our support’. Artist 3 is implying that the individual artists 
would be less inclined to contribute artwork to the social venture if they did not perceive that 
the social entrepreneur was personally invested in the betterment of their community. When 
acknowledging the portfolio as a benefit of his involvement in the venture, Artist 1 says, ‘I’d 
like to think that it works both ways...if we’re on [the social venture’s] website that it assists 
them,’ that the artists’ contributions support the success of the social venture. Artist 1 goes on 







to say, ‘if people want to look and see my art, I don’t carry it around with me, so I do refer 
people to that [social venture’s web] site. There’s a very flash look’. This comment suggests a 
perceived aesthetic quality that contributes to the economic value associated with each artist’s 
portfolio from the social venture. 


 


The social entrepreneur identifies exchanges with other social entrepreneurs and recipients of 
the cards. Referring to the support she gets from exchanges with other social entrepreneurs in 
a network, she says, ‘once you open up to [the support], it comes in abundance. Right now, I 
feel so well-supported in what I’m doing that it’s giving me the strength to do more, or to open 
up to bigger visions, because I have learned to ask for help and I’ve learned where to go to get 
help, and I’ve learned to be open to change…that’s part of being open to change and connecting 
to other people who are doing what I’m doing. It’s really made such a big difference in such a 
short time, to really grow the business’. In addition, she perceives positive communication 
from people who have received the cards as important confirmation that the venture is 
achieving its aims. She comments, ‘I get a lot of feedback through emails… feedback from the 
public. A lot of emails and even hand-written letters from people that have received the cards’. 
It seems that the social entrepreneur perceives the value of affirmations from other social 
entrepreneurs and indirect beneficiaries of her venture as social value resulting from inclusive 
restricted exchanges. 


 


Circular generalized exchanges 
There is evidence of economic, social, hedonic and altruistic value being exchanged within 
circular generalized exchanges associated with the social venture. Economic exchanges appear 
to be both part of the core exchanges associated with Art Cards and part of an inter-generational 
process of fostering artistic success within the artists’ families. At a fundamental level, the 
economic exchanges that take place in Art Cards conform to a circular generalized exchange 
structure. The artists contribute their paintings and stories to the social venture, the social 
entrepreneur transforms them into gift cards, then working through retailers the social 
entrepreneur sells the cards to the public, and a portion of the proceeds from the cards come 
back to the artists as royalties. Retailer 1 identifies the importance of ensuring that her clients 
contribute to the financial resources going back to the artists. She explains her organisation has 
‘a standing exhibition of art’ from the local communities, they stock the social venture’s cards 
and they have hosted visiting exhibits of artists from other regions associated with the cards. 
‘It’s for the guests. That’s usually who buys it are the guests here, [and] we don’t allow people 
to photograph the art, because I feel that it infringes on the artist’s copyright. If you like it that 
much, then buy it and take it home’. She also gives her guests information about Art Cards so 
they can go to the website and learn more about ‘the local indigenous community. So, it 
becomes a stepping stone into…it engenders a further interest’.  


 


Artist 2 tells a story that suggests social value emerges from some circular generalized 
exchanges in the venture. Like many people, artist 2 knows people in separate spheres of her 
life. While people from her local community know her as an Aboriginal woman and an artist, 
her acquaintances from church are not familiar with those aspects of her life. One day, after the 







cards were getting established in the market, her acquaintances from church came to her with 
7-8 cards they had purchased from a retailer. They saw the name of the artist and the story on 
the back of the card and wanted to know if she was the artist. When she confirmed she was, ‘it 
just sparked this beautiful discussion [about culture and different tribes or nations] that would 
never have happened without those cards’. The circular generalized exchange from Artist 2 to 
the social entrepreneur, through a retailer to the acquaintances and back to the artist generated 
social value for the Artist 2. 


 


The education about Aboriginal culture associated with the cards appears to generate altruistic, 
social and economic value for exchange participants. Retailer 2 and the social entrepreneur talk 
about sharing cultural information in the broader community, while Artist 2 talks about 
ensuring that cultural knowledge is transferred to the next generation. Retailer 2 notes the 
altruistic value in the story of the artwork that gets written by the artist and transferred by the 
entrepreneur via the retailer. She comments that consumers ‘are really…reading what they 
mean, which is to me a wonderful thing, because it’s more than picking up a pretty card. So 
they’re searching…if they want to give one for a wedding or a child, they’re actually searching 
for the meaning...the pretty picture might be their initial reaction, but [there’s more 
information], which…helps the consumer make a meaningful choice’. The consumer sends the 
card to a recipient, and Retailer 2 reflects social and economic value in her further comment 
that ‘they’re giving it to someone, it’s all education’. The social entrepreneur views this circular 
generalized exchange even more broadly. She comments that sharing cultural information is 
one of the ‘cards’ biggest [social and altruistic] benefits:   everyone benefits because now the 
wider community and tourism and tourists are benefiting. When they’re not meeting local 
Aboriginal people, they’re still getting a glimpse of their culture’. Artist 2 discusses altruistic 
value in circular generalized exchange as an inter-generational sharing of knowledge. She 
perceives herself as being on an ‘ongoing journey’ on which she will ‘never get to the end of 
the learning’. She is committed to ensuring that ‘what I’ve learned will go on to my children 
and they’ll continue on and take up where I left off, so that their children will have a rich and 
full story that they can move forward with as well, and then learn what they learn…[The belief 
that] the culture is dead or a thing of the past is just...ludicrous’. 


 


The community leader indicates that many of the children of the Art Cards artists are 
demonstrating their capacity to earn a living through their own art. For example, one of the 
artist’s has a son who is a ‘great photographer. And he’s only, what 18, 19, and he’s fantastic. 
You’ve got [another artist’s] kids who are artists as well. Every one of them have got somebody 
in their family that is an artist. If they could keep on encouraging that, and giving them their 
self-independence, then [we] are on to something really good’. The community leader is 
suggesting that the presence of a social venture that supports Aboriginal artists could play a 
role in long-term community economic development. 


 


Some consumers appear to gain spiritual value from circular generalized exchanges associated 
with the cards. The social entrepreneur suggests the cards can be ‘quite a powerful tool’ from 
a ‘reconciliation point of view’. She shares a story about an interaction with a consumer who 







perceived this kind of value. ‘I had one man come up to me once and say, “I want to buy as 
many as I can. I want to buy lots and lots of these cards,” before he even looked through them, 
and I said okay, well, that’s fantastic, and he said, “I have to tell you something. My 
grandmother poisoned the waterholes where Aboriginal people used to drink, and this is all I 
can do. You know, this is one thing I can do”…That’s just one story, but there’s hundreds of 
stories like that, where the [cards are] used as healing’. The man described in the story suggests 
that an indirect beneficiary of the social venture perceive altruistic value from engaging in the 
venture.  


 


Group generalized exchanges 
Reviewing group generalized exchanges in the social venture where individuals make 
contributions that benefit the group as a whole, economic, social, hedonic and altruistic value 
are exchanged. Beginning with economic value, the presence of Art Cards both raises 
awareness that Aboriginal people are producing art in the region and makes it accessible. Artist 
1 notes that ‘in Aboriginal culture you don’t promote yourself. It just brings you trouble.’ Part 
of the value for the community of artists in being involved with the social venture is that the 
social entrepreneur has developed a product that has economic value in its own right and is 
also a promotional tool for the artists. Prior to the existence of the social venture, many people 
were not aware of the Aboriginal artists in the region. According to Artist 1, the social venture 
and the community of artists have together ‘made Aboriginal art in the [region] a viable, 
contactable product. … People think now that they can get Aboriginal art’. He comments 
further that before the involvement of the social entrepreneur and the group of artists, ‘you’d 
have to know somebody’ to get access to local Aboriginal art. He says, ‘It’s created its own 
kind of energy that we would all benefit from’. 


 


Within the community there are differences of opinion about the range of activities the social 
entrepreneur and the social venture should engage in. The social entrepreneur is constantly 
scanning the environment for new opportunities and new product ideas that have value for the 
social venture and the artists as direct beneficiaries. Some expansions beyond the principle gift 
card product include seasonal cards, gum leaf paintings, corporate gifts and occasional art 
exhibits. One art exhibit was held locally to promote paintings by Aboriginal artists from a 
region in the Northern Territory. The artists, who have contributed paintings and stories for an 
Art Cards series, came to the local area during the exhibit. The social entrepreneur and Retailer 
1 see this as an opportunity for the artists to sell paintings based on the increasing recognition 
of their artwork as a result of the social venture and more broadly to build relationships between 
artists from different regions. Thus, they view new product development and bringing more 
individuals into the exchanges associated with the social venture as an opportunity to increase 
the economic and social value generated for the direct and indirect beneficiaries. The social 
entrepreneur perceives altruistic value as her reward, while Retailer 1 receives economic value 
for her business. In contrast, Retailer 2 expresses concern that ‘bring[ing] it in en masse is just, 
it’s really not good for [the inter-state artists], it’s not good for [my gallery]...I think it probably 
downgrades [the artwork] a little’. Her concern seems to be that the economic and social value 
generated by Art Cards is diminished both for the artists and for her business if the social 
venture over-reaches its core area of business. 







 


Stronger relationships are the principle social benefits that emerge as a reward for individuals 
who engage with, and contribute to, the social venture. These networks develop among 
Aboriginal artists and between the Aboriginal community (as an extension of the artists) and 
consumers of the cards. For example, Artist 2 describes some of the early gatherings of the 
group of local Aboriginal artists as they got to know each other and their stories. She says the 
artists ‘were very emotional about each other’s stories or [about] each other’s artwork as it was 
explained, and we all have friendships from that, the kind of friendship when you may not see 
somebody for two months or two years, but when you do it’s like no time has passed. We have 
that, which is really, really lovely’. She continues to say that those relationships are ‘enhanced 
by something in [the social venture which acts as...] the glue’. In another example of the 
connections between consumers of the cards and the Aboriginal community, Retailer 1 
comments that the social venture promotes ‘a heightened awareness that there is an Aboriginal 
culture here, and I don’t think that was recognised, and it’s probably still not greatly recognised, 
but there is an indigenous culture here, not a historical culture, but a current, modern’ 
community. The social entrepreneur identifies this connection with the current Aboriginal 
culture as having potential for reconciliation between communities. She says, ‘you can’t hate 
something that you’ve connected to at some level…it’s really hard to dismiss that connection’. 
The social entrepreneur identifies introducing artists and consumers as ‘a really successful part 
of what I do, is just involving everybody and making that bridge, that link between Aboriginal 
and non-Aboriginal people and it breaks down all sorts of stereotypes and racism. All sorts of 
amazing things have happened in the process of buying cards which sounds almost like that’s 
not possible, but it happens every time we sell the cards’.  


 


The social value of relationships appears to be linked to the social entrepreneur’s hedonic 
pleasure associated with making these contributions. She enjoys being involved with the artists, 
the venture and the community. She experiences ‘the joy of sharing stories, the joy of knowing 
that, I mean, a box of cards is 12 stories that go out to the public, and right now I think we’re 
at about 8 or 9,000 of those stories being out in the public domain. That’s a huge buzz for me; 
it’s so exciting. I just think, “Wow, we’re connecting people, and we’re connecting people’s 
love for Aboriginal people.” Even if they’re just enjoying the artwork, and then they read the 
story, it’s just about opening up to Aboriginal people. That really excites me’. Retailer 1 adds 
that the extent to which her clients experience any value from the social venture depends on 
‘those people taking the time to stop and look at what’s there and think about what’s around 
them. If they don’t, they don’t get it at all’. Artist 2 shares her perception that the social 
entrepreneur’s enjoyment of the venture translates into not just doing whatever needs to be 
done, but doing it with a smile on her face. She notes that there are a number of less desirable 
tasks required to put on an exhibit, such as hanging the art on the walls, but the social 
entrepreneur will ‘quite happily’ do ‘those nightmare things’ that everybody else tries to avoid.  


 


The main altruistic value that is created through group generalized exchanges within the social 
venture is spiritual value. Like social value, spiritual value appears to be exchanged among 
Aboriginal artists and between Aboriginal artists and consumers of the cards. Artist 1 identifies 
the value of having a group of Aboriginal artists working together and sharing their art. 







Frequently, the artists have different levels of knowledge about what is culturally appropriate. 
Having a group of artists creates a safe place for people to ask questions, share knowledge and 
learn. For example, he describes a situation in which two artists with limited cultural 
knowledge plan a culturally inappropriate painting. The situation allowed him to casually 
mention, ‘that’s probably not appropriate…you can do these types of things, but not this, this 
and this,’ which would have been difficult either to say or to hear in another context, but was 
very much appreciated in this setting. Artist 2 considers the sharing of stories about Aboriginal 
art to be central to ongoing cultural awareness. ‘To be privy to somebody’s story about an 
artwork is...it’s a treasure [that] tells you something (a) about that person and (b) about where 
they’ve come from... And that’s the only way that culture is going to...stay foremost in people’s 
minds’. The volunteer points out that one of the primary intended outcomes of the social 
venture is to build ‘an understanding of [Aboriginal] culture, a deep understanding, not just a 
superficial’ understanding within the general community. The community leader identifies that 
cultural education is important both for the Aboriginal community and the broader community. 
She comments that the local Aboriginal community ‘grew up not knowing culture up here. Our 
culture was taken away from us, our language was taken away from us, so we didn’t do 
anything cultural, but the [current generation of young Aboriginal adults] are getting it back, 
and they’re proud of it, and that’s what’s bringing it all together’. At the same time, she believes 
that if ‘we could all just learn a little bit more about each other...you’d have a better 
understanding of why they’re like they are, and they’d know why we’re like we are. We can 
learn so much from each other. The social entrepreneur refers to this as ‘cultural and 
community development’, which is happening as a result of the cultural sharing that takes place 
with the exchange of gift cards. 


 


The artists, a retailer and the social entrepreneur identify altruistic values they perceive in 
exchanges within the social venture. One of the spiritual values associated with the social 
venture is having a better understanding of Aboriginal culture. Retailer 1 comments that her 
involvement with the venture has ‘given me a greater understanding of indigenous philosophies 
and indigenous ways of thinking and approaching, because there is a very different way of 
approaching the world, a different way of seeing the world, and I have been enlightened by 
that, and it’s shown me another way to approach life’. Artist 2 applauds the social entrepreneur 
for getting to know Aboriginal history and the individual stories of the artists. She notes that 
the social entrepreneur ‘really diversified herself…there’s a lot of damage been done 
throughout history to Aboriginal people and it just seems to have filtered through so each of us 
has our own little story, our own personal journey of trying to make it through. And it would 
be very difficult for a person of non-Aboriginal descent to handle this and she seems to have 
done that with ease and accommodated each and every one of us as individuals’. Artist 3 points 
to the opportunity for cultural education between Aboriginal artists and Aboriginal people who 
buy the cards. For Aboriginal consumers, the cards are ‘an opportunity to connect with what 
I’m trying to explain. So it’s really good…[The cards] get the story out there. It’s an education 
for [the community]. But mainly it’s the stories that they should know, but they don’t. That’s 
more, sort of, what I paint. It’s stuff that in our community we should know. It’s community 
knowledge that we have, and people can connect with it’. 


 







Discussion and Conclusion 
The aim of this case study is to draw on an illustrative social venture case to begin to explore 
the generation and capture of value in a social venture context. This aim is met with the finding 
that all four types of exchange occur in the context of Art Cards. Additionally, all four types of 
value are generated and captured by the various actors in the venture. 


 


Three key findings emerge from this study. First, relationships appear to link social and 
altruistic value generated within the social venture. Second, a variation in the structure of 
inclusive restricted exchange is identified. Third, within most exchanges the value received 
through the exchange differs for various actors involved. First, in several sections of the results, 
social value generated through the social venture is mirrored by altruistic value. For example, 
exchanges among Aboriginal artists and between Aboriginal artists and consumers generate 
both social value and spiritual value. This link may simply reflect that social and altruistic value 
generation in Art Cards depends on relationships.  


 


Second, the social exchange literature describes inclusive restricted exchange as being dyadic 
exchanges within a network. This is illustrated as exchanges between A-B and C-D where A, 
B, C and D are all members of a network. In this social venture case, the inclusive restricted 
exchanges look something more like exchanges between A-B, A-C, A-D and B-E within the 
social venture, where A is the social entrepreneur. This may be a common exchange structure 
for a start-up venture where the entrepreneur or entrepreneurial team is involved in most dyadic 
exchanges, it may be unique to this particular case, or it may have resulted from the data 
collection process.  


 


Third, although all four types of exchange and all four types of value appear to be represented 
in the findings, the type of value received through any individual exchange is often not the 
same for all actors involved. Within one exchange, for example, an artist may gain economic 
value, and the social entrepreneur might receive hedonic value. The various actors’ perceptions 
of the relative importance of the benefits they receive may hold the key to understanding the 
role captured value plays in maintaining participant engagement in venture activities (Willer et 
al., 2012). These three key findings are interesting, and require further exploration to determine 
if they are unique to the selected case.  


 


A limitation of this study is its focus on a single social venture, but this limitation is balanced 
by the depth of rich data that can be analysed for the case. One social venture cannot represent 
all social ventures, all types of exchange or a full complement of the value generated by social 
ventures. However, the particular case of Art Cards offers deep, rich insights into the types of 
exchanges that take place among a social entrepreneur, a volunteer, direct beneficiaries, 
indirect beneficiaries, the local community and broader society. In addition, the range of value 
generated through exchange in the Art Cards case is diverse. The focus on social impact in 
social ventures suggests that receipt of altruistic value is anticipated. In addition, actors 
associated with Art Cards benefit from economic, social and hedonic value through exchange. 







This deep review of how these values are exchanged within the social venture can help us 
identify questions to guide future research in the area of value creation in social ventures. 
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MAPPING INNOVATION POLICY: A CONTENT ANALYSIS OF UNIVERSITY 
ENTREPRENEURSHIP IN AUSTRALIA 


 
Abstract 
This paper provides an analysis of the evolution of Australian government innovation policy 
since the publication of the ‘Backing Australia’s Ability’ document, with a focus on how it 
relates to the university sector. It first responds to the question of how subsequent Australian 
governments have supported university entrepreneurship. Extending research beyond United 
States and European settings, it highlights the differences in socio-cultural and financial 
environments in Australia. Second, it describes the various key priorities of Australian 
government, aimed at developing an ecosystem that supports university entrepreneurship and 
academic entrepreneurs. To address these two aims, this study presents a document analysis 
that explores relevant government policies. Two types of data analysis, manual coding and 
automatic coding using Leximancer software, were applied to selected journal articles and 
government documents. The results of this analysis provide an enhanced understanding of 
academic entrepreneurship and its implications for universities, important to help practitioners 
and policy-makers develop a favourable ecosystem for university entrepreneurship in 
Australia. 


 
Introduction 


University entrepreneurship is often seen as a result of neo-liberal policies, globalisation, and 
related market saturation that have encouraged the initiation of market and market-like 
agendas within the higher education sector (Mars & Rios-Aguilar, 2010). Entrepreneurial 
activities allow universities to create economic value through the integration of scientific, 
academic and commercialisation activities, often the result of cooperation between 
researchers and industry (D’Este & Perkmann, 2011; Etzkowitz, 2008; Rothaermel, Agung, & 
Jiang, 2007). Government policies intended to support research commercialisation exist in the 
broader context of university systems (Goldfarb & Henrekson, 2003). Within this context, 
there is a top-down approach dependent on government initiatives and implemented by senior 
university administrators, and a bottom-up approach, where initiatives come from academic 
entrepreneurs and universities (Philpott, Dooley, O’Reilly, & Lupton, 2011). Australia has 
used a combination of both approaches. Government promotes university entrepreneurship by 
generating new initiatives and incentives programs for industry and universities. In contrast, 
university initiatives often focus on intellectual properties (Harman & Harman, 2004). For the 
purpose of this research study, this paper will review the influence of Australian national 
policies in promoting research commercialisation.  


The literature on research commercialisation provides a valuable source of data. However, 
there are two notable limitations. The first concerns the focus on the activities of 
entrepreneurial universities (Caldwell, 2012; Hansson & Mønsted, 2008), knowledge 
exchange between academics and industries (Kitson, 2013), and among academic 
entrepreneurs, including their capacity and capability identify and exploit entrepreneurship 
opportunities (D'Este, Mahdi, & Neely, 2010). Academic intentions (Berman, 2012; 
Glassman et al., 2003), challenges (Bozeman, Fay, & Slade, 2012; Caldwell, 2012), and the 
goals (Lind, Styhre, & Aaboen, 2013) of research commercialisation have been covered well 
in articles and government documents. Little information is available on government policy 
that supports capacity and capability building of academic entrepreneurs which are crucial to 
identify opportunities and develop collaborations with other stakeholders to generate 
additional revenue as well as to use their innovations for public welfare. Thus, this paper will 
first address how Australian government support the practice of university entrepreneurship. 







The second limitation in this research area is contextual in nature. Most studies focus on 
US and European settings. But the experience of Stanford, MIT or other successful cases in 
the US, UK and The Netherlands cannot be directly applied to other countries due to 
differences in their socio-cultural and financial infrastructure (Goldfarb & Henrekson, 2003; 
Klofsten et al., 2000; Mowery & Sampat, 2005; Wright, Hmieleski, Siegel, & Ensley, 2007). 
In Australia, the focus of this study, only a small number of scholarly investigations have 
been conducted (e.g., Dodgson & Staggs, 2012; Potts & Kastelle, 2010). Characterising and 
evaluating policies practised in Australia is important as it facilitates the development of more 
efficient policies in promoting university entrepreneurship. Furthermore, attaining the 
government’s perspective will help guide future research and policy on university 
entrepreneurship. Here, this paper will seek to illustrate the various key priorities of 
Australian government to foster university entrepreneurship so as to facilitate the 
development of a conducive ecosystem that support university entrepreneurship and academic 
entrepreneurs (Dodgson & Staggs, 2012). This study therefore asks: How does the 
government create a favourable university entrepreneurship ecosystem in Australia through its 
policies? The introductory section of this paper provides the background to this study. 
Methods of data collection and data analysis are discussed in the subsequent section. The 
paper concludes with a discussion of findings, its implications and future research directions.  


 
University Entrepreneurship 
Two broad literatures help to frame this paper: university entrepreneurship and government 
initiatives in research and innovation in Australia. Innovation is often the result of 
entrepreneurial behaviours and activity, as “entrepreneurship is the managerial process for 
creating and managing innovation” (Drucker, 2014, p. xiii). This section discusses university 
entrepreneurship which can be defined as an organisational level process through which 
organisations bear risk while allocating resources and creating value through the identification 
of unmet needs with creative and innovative actions (Kariv, 2011).  


In the discourse of knowledge transfer between industries and academics, academics’ 
capacity (defined as the amount of work academics can do to translate knowledge), has been 
flagged as one of the most significant challenges (Cranefield & Yoong, 2007). In their 
collaboration with industries, academics need the capacity to transfer their research 
knowledge to their industry partners. This dissemination of knowledge from academic to 
industry is a concern for policy makers, researchers and their industry partners (Kuiken & van 
der Sijde, 2011).  


Academics leverage their own skills and prior experiences to enable them to collaborate 
effectively with industries (Schiavone & Simoni, 2015). It is thus necessary for academic 
entrepreneurs to enhance their capabilities to respond to the current challenges facing 
universities, such as increased global competition (Mok, 2013), reduced government funding 
(Burnett & Huisman, 2010; Christie & Sidhu, 2002), and rising demand for technological 
innovation (Rothaermel et al., 2007; Wright, Drivas, Lei, & Merrill, 2014). Entrepreneurs 
within the university context need to maximise limited resources (Glassman et al., 2003) and 
navigate the complexities of what are typical bureaucratic organisations (D’Este et al., 2010). 
Academic entrepreneurs should be able to identify opportunities, develop new businesses, 
drive innovations as well as learn from and adapt to changing circumstances (OECD, 2010). 
Here, governments can assist academic entrepreneurs in building their capabilities through 
national policies which are implemented by universities. 


 
Australian University Entrepreneurship Ecosystem 
This section focuses on university entrepreneurship in Australia, highlighting the challenges 
faced by stakeholders and ongoing government initiatives to improve the ecosystem, as well 







as the potential contribution of this research work to the discourse of university 
entrepreneurship in Australia. 


One key point is funding which continues to deplete, despite ongoing government support 
through national policies to foster entrepreneurship. Government funding support for research 
has been stagnant or even declining (see Commonwealth of Australia, 2013; Education, 2014; 
Queensland, 2014), as reflected in the data from Australian Department of Industry in 2014 
(for the years 2001 to 2013). For example, university spending by the Australian government 
was reduced by 2.8 billion Australian dollars in 2013 (Commonwealth of Australia, 2013). 
Another example of dwindling government support is evident in the Tax Rulings 2005/21 
(replaced by TR 2011/D2), which revoked tax exemptions on subsidiaries owned by charities, 
including university-owned research commercialisation offices (Commonwealth of Australia, 
2011; Porter, 2006). This had an adverse effect on the commercialisation of research,  


The lack of government funding and low priority focus of policy on university 
entrepreneurship has since resulted in several challenges for Australia, including capitalising 
on research in order to build more Research and Development (R&D) capacity in industry and 
translate research findings into public goods. This poses a huge challenge to the successful 
development of university entrepreneurship. Policy and other efforts should now be directed 
to develop strategies to boost R&D and innovation in all sectors, determine their cost, and 
how they could be resourced (Pettigrew, 2012). 


Several other challenges have also surfaced in the implementation of government policies 
and the embedding of university entrepreneurship within university governance. These 
include resistance from university communities (Hemsley‐Brown & Oplatka, 2010; 
Washburn, 2011), lack of knowledge and experience of university entrepreneurship by 
academics (Philpott et al., 2011), the non-existence or limited rewards for academics’ 
involvement in research commercialisation (Glassman et al., 2003), struggles to balance 
teaching, research, and commercialisation (Dodgson, Hughes, Foster, & Metcalfe, 2011), and 
stakeholders’ assumptions that income from research commercialisation remains an 
insignificant contribution towards university revenue (Jacobsson & Lindholm-Dahlstrand, 
2013). Moreover, the challenge of meeting multiple policy objectives by government and 
universities remains profound and unresolved. This is attributed to and aggravated by the 
bureaucratic organisational structures of universities, traditionally designed to advance 
primarily their teaching and research mission (Hemsley‐Brown & Oplatka, 2010; Philpott et 
al., 2011). Initiating and facilitating change in a university system becomes a lengthy task. It 
is evident that the two pressing issues in Australian university entrepreneurship ecosystem are 
funding of research and entrepreneurship culture (Dodgson & Staggs, 2012; Harman & 
Harman, 2004; Maritz, 2010). Hence, this paper explores government policies in university 
entrepreneurship so as to contribute positively to the discourse of university entrepreneurship 
in Australia.  


 
Method 


This investigation begins with a document analysis of government policies on university 
entrepreneurship, focusing on how these policies support academic entrepreneurship in terms 
of research funding, capacity and capability building of academic entrepreneurs. This is 
followed by a literature search where journal articles are collected using a systematic 
protocol. These data are then analysed using manual coding and Leximancer, a semantic 
analysis software. The methodology is described in three parts: sources of data, data 
collection method, and analysis.  


 
Sources of data 
The data were journal articles and grey literature related to government innovation policies in  







Australia. Journal articles were selected using a systematic literature review (SLR) protocol as   
described by Petticrew and Roberts (2008). Grey literature included policy documents on 
innovation and reports/reviews of those policies such as, program evaluations, and published 
government policies.  


 
Data collection method for journal articles 
Journal articles were collected using a SLR method because it is more specific than a 
traditional literature review. A SLR can be used to summarise, appraise, and communicate the 
results and implications of otherwise unmanageable quantities of research (Petticrew & 
Roberts, 2008). 


There have been three notable SLRs in the university entrepreneurship domain. In 2007, 
Rothaermel et al. produced a report on the four streams of academic entrepreneurship, namely 
entrepreneurial research in the university, productivity of technology transfer offices, new 
firm creation, and environmental context. Perkmann et al. (2013) conducted an SLR on 
collaborative research, contract research, consulting and informal relationships for university–
industry knowledge transfer. Building on this theme of university-industry knowledge 
transfer, Ankrah and AL-Tabbaa (2015) analysed literature concerning university-industry 
collaboration. However, recent reviews on university entrepreneurship have not specifically 
dealt with Australian policy context which is in the focus of this study.  


This paper incorporates the protocols for the conduct of systematic reviews as suggested 
by Petticrew and Roberts (2008). First, research questions were formulated based on the aim 
of this study, which is to provide an analysis of the evolution of Australian government 
innovation policy. Second, a protocol was established, in which inclusion and selection 
criteria were developed for sample selection. The inclusion criteria highlighted only peer-
reviewed journal articles published between 2001 and 2015 in electronic databases that 
discuss Australian policies within the context of university entrepreneurship. Keywords were 
stipulated, using the terms “policy AND Australia AND (university or entrepreneurship)” to 
target specific documents that could potentially provide information to the research question.  


The ABI/Inform Global, Business Source Complete, Econlit, Scopus, Web of Science, and 
Emerald Insight electronic databases were searched for titles and abstracts of potentially 
relevant articles because their subject matters are relevant to this research study. This 
procedure yielded an initial sample of around 88 articles which was screened online to 
determine that their content was relevant to higher education entrepreneurship in Australia. 
During this screening, literature published before 2001, or not published in English, or that 
did not address the research question were excluded. The publication date was chosen to 
coincide with that of the collection of government documents explained next. This screening 
process resulted in the final selection of 18 articles.  


 
Data collection method for government documents 
Purposive sampling was used to target documents relevant to the aim of this study. All 
relevant government papers published between 2001 and 2015 were identified in a process of 
surfacing digital copies through search engines and government agencies’ websites. The 
timeframe started in 2001 because the Backing Australia’s Ability (BAA) document can be 
considered as the beginning of Australian government initiatives on research development 
(Zhao, 2004). However, important documents before 2001 that could provide valuable 
information to this study were not disregarded. All these documents were manually screened 
to assess their relevancy with regard to the research question. In addition, a snowballing 
sampling method was used. Typically, a snowballing sample means that the researcher asks 
the participants to refer others to become participants of the same research (Creswell, 2014). 
In this study, the ‘participants’ are documents, and their reference lists were used to surface 







other usable documents. Therefore, when a document cited an earlier report/policy that was 
deemed relevant, that report/policy was selected to be part of the inquiry. 


 
Document analysis 
The study used a document analysis methodology because it enables a detailed examination 
of documents to analyse the motivation, intent, purpose and audience (Wharton, 2006). The 
benefit of using relevant documents as a source of data is that documents are “stable, 
unobtrusive, specific, and broad” (p. 106) and are of equal benefits to a study as other data 
collection methods such as observing or interviewing (Stake, 1995).  


The sample documents were analysed using both manual and automatic coding. First, 
manual coding was applied to journal articles selected based on the systematic protocol. The 
purpose was to extract a number of characteristics including bibliographic detail, type of 
articles, themes, research questions, theoretical frameworks, unit of analysis, findings, as well 
as government policies that were referenced. These characteristics were entered on an Excel 
spreadsheet. From here, initial themes were extracted, which include strategy, funding, 
entrepreneurial, knowledge, economy, innovation, network, collaboration, academic, public 
sector, commercialisation, universities, and policy. Government documents were also coded 
manually and entered on a separate Excel spreadsheet. The characteristics that were extracted 
included bibliographic detail, executive summary, and recommendations. Based on these 
characteristics, initial themes were extracted and include investment, funding, research, 
innovation, commercialisation, universities, science, technology, training, and collaboration. 


 The second method was to analyse the texts electronically using Leximancer, a computer-
assisted text (content) analysis software that decodes and visually illustrates text. Words that 
are related and close to each other in a text become concepts. Concepts that are connected and 
have some commonalities become themes (Leximancer, 2011). All documents were prepared 
by converting them to a rich text format. Since Leximancer automatically process all parts of 
uploaded texts, the texts needed to be cleaned for processing. The rich text format facilitates 
text cleaning by removing the redundant text such as references, header, footer, table, journal 
name, keywords, and abstracts. Leximancer provides visualisation of themes and concepts in 
the form of concept maps as illustrated in Figure 1. It is important to note that Leximancer 
does not provide recommendations for action; rather, it is a tool of analysis, and interpretation 
is still required. 


   
 


Figure 1. Leximancer-generated concept maps 
The above-described combination of manual and software analysis became a substantial 
source from which themes can be developed (Verreynne, Parker, & Wilson, 2011). Themes 
that emerged from examining the resultant Leximancer maps and manual coding were 
synthesised. Themes from manual coding were compared to themes from Leximancer. Main 
themes were derived from similar themes from both types of analyses. They were refined to 


a. Concept map from journal articles b. Concept map government documents  







reflect terminologies used in academic literature. These main themes were used to guide the 
discussion in the next section.  


 
Results and Discussion 


This discussion is guided by the results of document analysis. Themes identified in the 
document analysis were entrepreneurship, commercialisation, innovation, knowledge, 
funding, and public sector. These themes formed the construction of two broad categories, 
university entrepreneurship and Australian ecosystem. The themes of entrepreneurship, 
commercialisation, innovation and knowledge are influential in the category of university 
entrepreneurship (D'Este et al., 2010). The themes of funding, public sector and culture 
comprise the category of the Australian ecosystem (Dodgson & Staggs, 2012; Harman & 
Harman, 2004; Maritz, 2010). This discussion begins with the first category of university 
entrepreneurship, represented by entrepreneurship, commercialisation, innovation and 
knowledge themes. The second category in this discussion is Australian university 
entrepreneurship ecosystem, which is represented by funding, public sector, and culture 
themes. 


 
University Entrepreneurship 
In Australia, university entrepreneurship is becoming more important, mainly due to 
substantial changes in government funding for universities. In the university entrepreneurship 
category, the focus of discussion is on government support through policy the capacity and 
capability building of academic entrepreneurs.  


 
Entrepreneurship. 


The entrepreneurship theme centres on government efforts to increase the capacities of 
academic entrepreneurs, industry and start-up companies. Some examples are the governance 
of capital investments and accommodation of skills that are needed to pursue entrepreneurial 
activities, such as navigating government concessions and translating R&D into commercial 
products. In terms of supporting industry to become involved in university entrepreneurship, 
governments provide technology access, commercial skill development and business 
incubators (Department of Communications, 2005). Government policies influence university 
policies to adopt a more business-like approach (Ryan & Guthrie, 2009). In the Boosting 
Commercialisation Returns from Research document (Department of Education & 
Department of Industry, 2015), government expressed a concern about IP ownership between 
universities and academics, where usually IP is owned by universities. This could be a 
disincentive for academics to pursue commercialisation from their research. Some 
universities, such as Monash University and The University of Queensland have mitigated 
this problem by implementing revenue sharing arrangements (Office of the Chief Scientist, 
2014). In the Australian Innovation System Report (DIS, 2014), government also 
acknowledge the importance of capacity building of academic entrepreneurs. The Department 
of Industry provide support in commercialisation skill development because having adequate 
capacity will allow academics to grasp and created new opportunities from innovation and for 
industry to be able to be involved in the process of translating research into commercialisation 
(DIS, 2014).  


 
Commercialisation. 


The findings in the theme of commercialisation discuss issues on cost involved in research 
commercialisation. The data show that governments do not adequately understand the costs 
and risks involved in bringing inventions to market and that government needs to introduce 
third stream funding to support research-commercialisation (Harman & Harman, 2004; 







Harman & Stone, 2006). Government’s failure to invest properly in knowledge and 
knowledge-based industry may be initiated by problems in balance of payments, foreign 
debts, and the low currency exchange rates. Therefore the government launched the Economic 
Action Strategy, the Industry Innovation and Competitiveness Agenda to maximise 
Australia’s strengths and improve business opportunities (Department of Education & 
Department of Industry, 2015). One of government initiatives to support commercialisation 
was the advent of a number of research institutions which collaborate with industry, such as 
Cooperative Research Centres (CRC) and CSIRO. The Australian government provides 
assistance to improve commercialisation skills by Commercialising Emerging Technologies 
(COMET) program (Commonwealth of Australia, 2001). The Queensland government also 
provides support for commercialisation by reducing red tape, fostering start-ups and 
commercialisation, and providing information and skills for business, such as in the Advance 
Queensland program (Government of Queensland, 2015a). 


 
Innovation. 


In terms of capabilities, the improvement of skills of academic entrepreneurs is important to 
create new opportunities and to be conversant in many aspects of business, such as finance, 
strategies, and human resources management. The themes of innovation and knowledge cover 
government initiatives in increasing the potential of academic entrepreneurs and industry to 
perform academic entrepreneurship. The theme of innovation is closely related to 
productivity, performance, technology, academic, and staff concepts. In the academic context, 
there is an indication that entrepreneurship positively corresponds with productivity (Maritz, 
2010). Several challenges in innovation consist of a need to increase capability of universities 
to assist in transforming knowledge into economic and employment growth (DEST, 2002), 
few mechanisms and incentives from government for universities to invest in humanities, arts, 
and social science sectors (Turner & Brass, 2014), cost and availability of training staff and 
commercialisation arms (Science and Innovation Mapping Taskforce, 2003). Aside from 
increasing capabilities of universities, other challenges include advancing capabilities of 
industry to undertake innovation, including building the absorptive capacity (Department of 
Education & Department of Industry, 2015; DIS, 2014), systemic cultural problems that block 
innovation and development of capabilities in human resources (Cutler, 2008; Dodgson et al., 
2011), and that most researchers and academic entrepreneurs lack the resources and 
management capabilities to negotiate the innovation pipeline (Marceau, 2007; Milton-Smith, 
2001).  


Government mitigates the lack of capabilities by launching several initiatives such as the 
Innovation Access Program which provided $100 million to enhance Australian firms’ access 
to new technologies (Commonwealth of Australia, 2001) and Enterprise Connect with a five-
year $251 million commitment by the Australian Government. Enterprise Connect is a 
national network of 12 centres with around 100 business advisers and facilitators designed to 
help Australian firms develop the skills, tools and knowledge to improve their 
competitiveness and productivity (DIISRTE, 2012). In addition, there is a $188.5 million 
Industry Growth Centres Initiative to drive growth, productivity and competitiveness by 
concentrating investment on key growth sectors, providing an opportunity to coordinate 
activities in these sectors at a national scale. Department of Foreign Affairs and Trade 
launched innovationXchange program to support and accelerate innovation in government aid 
and development (Department of Education and Training, 2015). Queensland government 
initiated the Advanced Queensland program with $18 million in funding to support science 
and innovation to build Queensland’s reputation and capacity within the knowledge-based 
economy and to secure jobs in the future. It includes incentive for collaboration, research 
fellowship and job creation (DSITIA, 2015). Another initiative, called The Innovation Hub 







brings together scientists, research organisations, start-ups and industry to find new ways to 
look at and solve old problems (Department of Education and Training, 2015). These 
initiatives appear to follow the suggestions by Rasmussen, Borch, Sørheim, and Gjellan 
(2006) that universities need to be creating new paths of action, balancing both academic and 
commercial interests, and integrating new resources, in order to facilitate university 
entrepreneurship. 


 
Knowledge. 


Increasing the capability of academic entrepreneurs and industry personnel would have to 
involve the increase of knowledge in human capital (Wright et al., 2007) This knowledge 
includes the skills in knowledge transfer, relationships between university and industry, as 
well as linkage between research expenditure and university output (Australian Centre for 
Innovation, Howard Partners, & Carisgold, 2002; Wood, 2003). Some documents highlight 
the importance of building capability, listed here chronologically to detect the trend in 
demand, such as local knowledge (Science and Innovation Mapping Taskforce, 2003), 
research networks (Department of Education and Training, 2006) and innovation skills 
(Department of Education & Department of Industry, 2015).  


 
It is apparent from analysis that government understand the importance of building the 


capacity and capability of human capital for university entrepreneurship and respond to this 
need by initiating several programs. Human capital is the most essential factor in building a 
healthy ecosystem, which will be discussed in the next section. 


 
Australian University Entrepreneurship Ecosystem 
The Australian university entrepreneurship ecosystem consists of all the resources and 
participants interacting within an innovation network. The scope of discussion is consistent 
with the recommendation from Mapping Australian Science and Technology (2003) and 
Mapping the Humanities Arts Social Sciences (2014) that the whole infrastructure is critical 
for the innovation to take place. Three major themes, funding, public sector policy, and 
culture are discussed in turn.  


 
 Funding. 
The Australian government has implemented various initiatives to stimulate the 
commercialisation of publicly funded research (Zhao, 2004). The discussion on funding 
begins with BAA because many observers have attributed the recent rise of research 
commercialisation in Australia to its passage. BAA is a five-year strategy which commenced 
in 2001-02. It provided funding over the five years of this strategy of over $2.9 billion for 
initiatives to promote research, development and innovation (Commonwealth of Australia, 
2001). In addition, it supports commercialisation of research results through initiatives 
totalling $487.4 million that improve public/private sector links, enhance Australia’s capacity 
to build and manage innovation enterprises, encourage the creation of ‘spin-off’ companies 
from industry research collaboration, and increase access to overseas science and technology 
(Commonwealth of Australia, 2001). BAA, and subsequent similar legislation and policies 
play an important role in shaping the current Australian university entrepreneurship 
ecosystem. There have been more than 200 programs launched to support research 
commercialisation with average annual expenditure of approximately $3.7 billion (Cutler, 
2008; DIISR, 2010). One of them is the Smart States initiative by Queensland government 
which brought more academics, more research results, more research commercialisation to 
Queensland, and increased collaborations. The latest government initiative in university 
entrepreneurship is Boosting the Commercial Return from Research. In this policy, the 







Australian government proposes actions which will improve Australia’s performance in 
translating research into economic outcomes. For example, Australian government spending 
for research in 2014-2015 is forecasted to include $8.8 billion to support publicly funded 
research system (Office of the Chief Scientist, 2014). 


The availability of capital is important to exploit the outcomes of R&D. However, there is 
still limited funding in some areas of research commercialisation. Funding is crucial during 
early stage financing to get past the ‘valley of death’ funding gap—that is, the proof of 
concept and prototyping stages between research and positive cash flow (Ford, Koutsky, & 
Spiwak, 2007). Many early-stage technology firms with minimal collateral and limited track 
records have difficulty obtaining funding at these levels. Venture capitalists are reluctant to 
invest in this early stage of company formation because it is considered too risky, and it takes 
too long to receive their return of investment (Wright, Lockett, Clarysse, & Binks, 2006). 
Government acknowledge that early funding is essential, especially for start-up companies 
(Cutler, 2008; DEST, 2002; Science and Innovation Mapping Taskforce, 2003). 
Government’s response to this need is by providing supports for eligible start-up companies, 
in terms of pre-seed/seed financing, discounts and taxation (Office of the Chief Scientist, 
2014). In 2005, Government initiate the Innovation Investment Fund and the Pre-Seed Fund 
program to increase access to venture capital (Commonwealth of Australia, 2005). In 
addition, the Industry Innovation and Competitiveness Agenda is intended to provide capital 
investment and concessions to industry involved in commercialisation, such as through 
(Office of the Chief Scientist, 2014).  


 
Policy in public sector. 


Another observation from the review is a lack of policy consistency. It is reflected in a 
fragmentation of innovation resources across the federal government and between state and 
territory governments, as well as emphasis on short-term timeframes in regards to the 
allocation of resources (DIISR, 2011). Moreover, the policies are found to be too generic and 
broad (Marceau, 2007). A further key challenge to effective governance and coordination is 
presented by the fragmented approach to innovation policy and programs inherent in our 
government system (Cutler, 2008). An example of policy disconnect can be seen from the 
difference between the Australian and Queensland governments’ key research priorities. 
Although food, health and energy are top priorities for both, Queensland government in 2015 
also prioritised biotechnology, creative industry and nanotechnology (Government of 
Queensland, 2015b).  


Policy documents sampled for this paper discussed health, science, and technology 
concepts more heavily than other disciplines. As reflected in government policies, 
government has published science and research priorities to align areas of national research 
excellence with the country’s industrial strengths, global trend and community interests.  The 
nine cross-disciplinary priorities are food, soil and water, transport, cybersecurity, energy, 
resources, advanced manufacturing, environmental change and health (Commonwealth of 
Australia, 2015). The key priorities reflect the direction of government policies clearly. By 
prioritising disciplines such as health, energy and resources, the results in community can be 
seen immediately and the benefit is clear to voters.  


 
Culture. 


A number of key indicators based on data from the Australian government can be used to 
identify Australia’s position in research and innovation. Compared with other OECD 
countries, Gross Expenditure on Research and Development (GERD) Australia in percentage 
of GDP has declined from 2008 (DIS, 2014). Australia is now the only country in the OECD 
not to have a current national strategy on science and/or technology and/or innovation (Office 







of the Chief Scientist, 2014). This may be a sign of a lack of entrepreneurial culture in 
Australia. The practice of entrepreneurial activities in university is still not considered 
significant, because this alternative source of income still contributes very little to university 
funds (Jacobsson, Lindholm-Dahlstrand, & Elg, 2013). Only 3-5 per cent of university 
income comes from commercialisation of research (DEST, 2002), which is not a big incentive 
for a university to continue fostering entrepreneurial activities of academics. Nevertheless, it 
is suggested that although research commercialisation should not be considered as the main 
revenue for government and universities, there are still considerable benefits for universities 
and the economy (DEST, 2002).  


To encourage Australian researchers to drive and be involved in the commercialisation of 
their ideas, rewards must be both sufficiently likely and lucrative. Since academic career 
progression is linked to citation/publication rates and grants success, academics act based on 
the activities from which their performance will be measured. Since research 
commercialisation is not included in the performance measurement system, it is not a priority 
of academics. Moreover, researchers face an opportunity cost if they spend more time on 
entrepreneurial activities such as business consulting or developing spin-off companies based 
on their IP (Australian Research Council, 2000).  


Sample documents in this paper show some evidence of government incentives to support 
the culture of innovation in Australia. An example of an incentive of significant size to 
industry in research collaboration is the R&D Tax Incentive. The R&D Tax Incentive has 
been one of the Government’s most significant levers for encouraging business innovation 
(Office of the Chief Scientist, 2014). R&D tax incentives provide 45 per cent refundable tax 
offset for eligible entities with a turnover of less than $20 million per annum (AusIndustry, 
2011).  


A lack of person-to-person and institution-to-industry links can prevent knowledge, skills, 
and resources from being shared. Organisations with the specific purpose of translating and 
transferring technological development into industry practice can help establish these links, 
and this activity can be encouraged by government (Department of Education & Department 
of Industry, 2015). Another example is government investment in organisations with industry 
or collaboration focus, such as CRCs and CSIRO. CRC programme links researchers with 
business and other end users across various sectors, and NHMRC Development Grants which 
encourage specific collaboration between universities and industry, such as Gardasil from The 
University of Queensland. CRCs have a strong emphasis on commercialisation, and 
technology and skills transfer. The Australian Government has contributed more than $3.4 
billion over the life of the program, with approximately $11 billion being contributed in cash 
and in-kind by CRC participants (Australian National Audit Office, 2012). Besides CRCs, 
another government organisation is CSIRO which translates research into products and 
services for use by and the benefit for the Australian economy and community (DIISR, 2011).  


In general, it seems that the Australian university entrepreneurship culture is currently 
imperceptible. It may be caused by the low return of investment and absence of rewards for 
accomplishment in university entrepreneurship in academic performance measurement. 
Nevertheless, there are benefits other than pecuniary that can be gained, such as social 
impacts. Therefore government continues to support university entrepreneurship by providing 
policies such as R&D tax incentive and creating organisations such as CSIRO and CRCs. 


The analysis shows that government policies prioritised funding in the disciplines of 
science and engineering, which seems to imply that humanities, arts and social science 
disciplines are less important. Moreover, there is inconsistency in the intensity of government 
support in university entrepreneurship. There is a disconnect between policy intention and 
implementation on the practical level, for example, government changed the direction of 







policy before universities have time to implement it, let alone have the time to evaluate the 
results and experience the benefit.  


In view of this, policy-makers may want to consider a long-term view when formulating 
policies. Programs and funding will need to be distributed to all disciplines fairly and 
consistently. This will provide a balanced and comprehensive top-down approach in bringing 
forward university entrepreneurship to create positive impacts nationally and internationally.  


From analysing the content of documents, what is interesting in these data is that the 
journal articles mainly discussed issues pertaining to university entrepreneurship, while 
delivering critiques and recommendation. Government policy documents discussed the 
policies in more detail than the journal articles then contributed some recommendation to the 
discourse. Government policies are framed according to political agenda at the time, and 
written based on report and survey.  


 
Limitations of this study and further research 


A number of important limitations need to be considered. First, access is one of the barriers in 
document analysis on government documents. Open access to documents is crucial for 
achieving complete information on government policies in research commercialisation. 
However, the researcher had limited access to all government policy documents. Some 
government policies, such as the result of internal audit (Department of Local Government, 
2008) are intended for internal purpose and open-access for public is therefore not available. 
This can be mitigated in future research by doing a cyclical document analysis, in which 
interview and document analysis activities done in a loop.  


The second limitation is that while this study reviewed Australian government policy in 
university entrepreneurship, it does not discuss Australia’s position in international university 
entrepreneurship scene. This identifies an opportunity to extend the study to a comparative 
analysis with wider sample. Similarly, opportunities to research various government policies 
in several countries may identify trends in different regions.  


 
Conclusion 


This paper used document analysis to examine the evolution of Australian government 
policy, which shapes university entrepreneurship in Australia. While it is not possible to 
report a complete government policy on university entrepreneurship, the document analysis 
provided insights into possible initiatives of university entrepreneurship and Australian 
innovation system. Such an understanding may inform other stakeholders about formulating 
policies in university entrepreneurship. This study addressed two limitations found in the 
literature. The first one is how government support the practice university entrepreneurship. 
The findings indicate that the Australian government provides various supports in university 
entrepreneurship through its innovation policy. Several policies have significantly advanced 
university entrepreneurship in Australia, such as Backing Australia’s Ability and Boosting 
Commercialisation Returns from Research. Government’s objectives in creating policies are 
to moderate the transfer of knowledge from universities to industry, increase capacity and 
capabilities of academics and industry, and use key research priorities to direct funding. It can 
be inferred that government positioned itself as an advocate, regulator, and facilitator of 
university entrepreneurship. 


The second limitation is the description of the various key priorities of Australian 
government to develop an ecosystem that support university entrepreneurship and academic 
entrepreneurs. The results of this review reveal that key research priorities in federal and state 
levels are inconsistent, disjointed and varied, depending on the government of the period and 
current global trend. Further, the policy is incoherent, too broad, and generic (Cutler, 2008; 
Marceau, 2007). The instability of the ecosystem may have been caused by the constant 







change of government departments responsible for innovation, the short reigning period of 
government and variations of key research priorities, in federal and state governments.  


The findings corroborate Dodgson et al.’s (2011) thesis that policy development need to 
take into account systemic connectivity, extension of capacity and capability of the 
stakeholders, and an inclusive market-facing innovation system. Further, this paper subscribes 
to the notion that to create a favourable university entrepreneurship ecosystem, all aspects in 
the ecosystem should be supported, including the human component, which is the domain of 
social sciences discipline (Hwang & Horowitt, 2012).  


Knowledge industry can be one of the avenues to diversify the economy. Entrepreneurship 
is not a core role for universities; therefore the policy focus of universities and government is 
not on university entrepreneurship and research commercialisation. Moreover, government 
places an emphasis of short-term allocation of resources (Cutler, 2008). This method does not 
support innovation, since the results of university entrepreneurship and research 
commercialisation activities can only be viewed after a significant amount of time for the 
benefit to materialise. It is not a sprint - more like a marathon. 
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STRUCTURE, CONTENT AND EVOLUTION: EXPLORING THE NETWORKS OF 
FEMALE ENTREPRENEURS IN TECHNOLOGY-BASED FIRMS IN JORDAN 


ABSTRACT 
This paper seeks to explore how the structure and content of the networks developed by 
Jordanian female entrepreneurs in technology-based firms develops through the start-up and 
early growth stages. The work investigates these elements within a Middle Eastern society 
which constitutes an environment and context about which there is a dearth of studies. 
Findings are reported and theoretical model presented from the qualitative study which used 
in-depth interviews with the female entrepreneurs who had founded 10 technology-based 
firms, to investigate aspects which include the structural dimensions and content of the 
network ties, and how these evolve during the early stages of the firm development process. 
The study reveals some differences in the Jordanian case from findings obtained from studies 
of western female entrepreneurs, particularly in terms of the type of actors who were utilised 
to access resources and support at different points in the business development process.  
 
INTRODUCTION 
The encouragement of women-owned entrepreneurial firms has become a tool to help achieve 
more economic growth and address high levels of unemployment (McGowan et al., 2013), 
particularly, in sectors which add economic value such as technology (Hampton et al., 2011). 
Opportunities are greatest where current participation by women is low, such as Jordan where 
their level of economic involvement is low, both as business owners and employees (USAID, 
2007; IFC &CAWTAR, 2007; Peebles et al., 2007). In Jordan, 5.3% of businesses are owned 
by women (MPIC &UNDP, 2011) and during the fourth quarter of 2014 the unemployment 
rate reached 19.1% for women compared with 10.9% for men (JDS, 2015). These 
participation rates are below expectations as the country has a good level of economic 
development (Stevenson et al., 2010).  


The country has a major opportunity to capitalise on its highly educated young 
population, particularly women, to increase their economic participation as a strategy to 
achieve benefits at both micro and macro-economic levels (Stevenson et al., 2010). Official 
figures in 2012/2013 indicated that women pursing higher education constituted 51% of the 
student population. In the same year the percentage of women graduating from science, 
computer science and engineering programmes constituted 48% of the student population 
(MHESR, 2013). While around half of the graduates, particularly from Information and 
Communications Technology (ICT) programmes are female, they represent only one-third of 
total ICT employment (Al Jidara, 2014). Thus, an important challenge for Jordan is 
empowering women, especially in economic life, such as by encouraging their greater 
engagement in the workforce.  


Broad agreement exists about the contribution that entrepreneurial activities can make 
to economic development and job creation (Robb &Coleman, 2010; Wennekers & Thurik, 
1999). Increasing the level of entrepreneurial activities is one of Jordan key opportunities, 
where developing a more entrepreneurial culture among young people and facilitating would-
be entrepreneurs’ entry and growth, especially of women, could bring significant benefits to 
the country. Business formation is the result of a combination of the entrepreneur’s 
motivation and access to the necessary resources to enable him/her to exploit a viable 
opportunity (Aldrich, 1989). Thus, factors which influence the supply of entrepreneurial 
talent, as well as the supply of and access to key resources, will impact upon the number of 
firms established and level of development and growth achieved. 


Female entrepreneurs starting firms in Jordan usually do not have sufficient internal 
resources to guarantee successful venture formation and growth so securing access to external 
resources is vital (Steier & Greenwood, 1999; McEvily & Zaheer, 1999). Network ties are 







seen as an effective source or route through which entrepreneurs are able to reach and obtain 
the resources (Dubini & Aldrich, 1991) necessary to assist the firm through its various 
development stages (Martinez &Aldrich, 2011; Greve & Salaff 2003; Hite & Hesterly, 2001).   


While there is a growing body of research-based literature on entrepreneurial 
networks, networks and networking activities of female entrepreneurs have attracted little 
attention (Hampton et al., 2009), with a marked absence of studies from the Middle East. 
Understanding more about how Jordanian female entrepreneurs engage in networking for 
firm creation and growth should help inform theory by identifying their model of network 
development, and how it compares with western-developed frameworks, as well as 
supporting development of policy and practice targeted at enhancing the entrepreneurial 
environment. This research seeks to contribute by exploring how Jordanian female 
entrepreneurs’ network ties develop to provide advantage in resource acquisition during the 
early stages of their technology-based firms.  
 
CURRENT PERSPECTIVES ON NETWORKS AND NETWORKING  
Analysing the role of entrepreneur’s network ties in resources acquisition requires a good 
understanding of how entrepreneurs build their network ties to achieve successful formation 
and growth (Ozdemir et al., 2014; Martinez &Aldrich, 2011). Resource acquisition is one of 
the biggest challenges entrepreneurs face in the early stages (Sullivan &Ford, 2014): they 
lack internal resources, which makes them need others’ help to reach and obtain resources 
externally (Marion et al., 2015). A wider range of inputs, from financial and physical 
resources to information and symbolic support, are required by the firm (Kanter, 1984), thus, 
during the entrepreneurial process entrepreneurs needs different types of network structures 
to secure avenues to these different resources (Elfring & Hulsink, 2007). Each structural 
dimension of an entrepreneur’s network represents a key source of entrepreneurial content 
(resources) (Hoang & Antoncic, 2003). For example, if the entrepreneur needs new 
information, then weak ties are more beneficial than strong connections (Martinez &Aldrich, 
2011; Granovetter, 1985). Analysing the entrepreneur’s network structure and its content 
provides a deeper understanding of the network (Slotte-Kock & Coviello, 2010) and its role 
reaching and acquiring resources (Lechner & Dowling, 2003), helping explain who the 
entrepreneur reaches, how they reach out (structure) and what they reach out for (content) 
(Burt, 1992). 


Network structure  
Network structure focuses on analysis of network characteristics and is described as the 
‘pattern of direct and indirect ties between actors’ (Hoang & Antoncic, 2003, p.170). It 
reflects the entrepreneur’s structural position within the network (Burt, 1992), which in turn 
determines the extent and range of accessible/obtainable resources (Moran, 2005; Borgatti & 
Foster, 2003). Structure has a crucial role in explaining the individual’s ways of utilising the 
network to reach a specific goal (Granovetter, 1973), particularly when creating and growing 
new firms (Hite & Hesterly, 2001; Larson &Starr, 1993). Several structural characteristics 
have been employed to describe the presence or absence of relationships between network 
actors (Hoang & Antoncic, 2003, p.166), including: diversity, density, reachability (Dubini & 
Aldrich, 1991), centrality (Freeman, 1979) and strength of ties (Granovetter, 1973). 


The strength of network ties describes attributes of ties (Dubini and Aldrich, 1991; 
Granovetter, 1973), which are measured by using frequency, intensity and duration of the 
interactions (Capaldo, 2007). Earlier studies considered the degree of closeness (Sullivan & 
Ford, 2014; Kontinen & Ojala, 2011; Jack et al., 2004), trust (Söderqvist & Chetty, 2013; 
Jack, 2005), knowledge, familiarity (Jack 2005) and commitment (Söderqvist & Chetty, 
2013; Rowley et al., 2000) as the main attributes influencing the degree of strength of the 
entrepreneur’s ties. The network diversity dimension reflects the degree of heterogeneity 







within his/her network (Witt, 2004) and depicts the extent of resource variety available to the 
entrepreneur (Aldrich, 1989). Diverse contacts from which to ask for advice, help and 
resources are more valuable to the entrepreneur (Witt, 2004; Hoang & Antoncic, 2003; 
Aldrich, 1989). To determine the diversity of the entrepreneur’s network, studies have used 
types of relationships with actors (Witt, 2004) and the gender of those actors (Hampton et al., 
2011).Network reachability exists when there is a path linking an entrepreneur, through 
his/her network ties, with another actor with whom they are not connected directly (Dubini & 
Aldrich 1991; Aldrich 1989). Network actors can be ranked ‘by how many intermediaries a 
path travels before one person is indirectly linked with another’ (Dubini & Aldrich, 1991, 
p.310). Network density describes the extent of ties between actors within his/her network 
(Dubini & Aldrich 1991), reflecting the degree to which actors within an entrepreneur’s 
network are connected to each other (Hampton et al., 2011; Martinez & Aldrich, 2011). 
Finally, network centrality reflects the position occupied by the entrepreneur within the 
network, describing the ability of the entrepreneur to be a broker between his/her network ties 
(Freeman, 1979). 


Network content 
Network content reflects the function of network ties (Jack et al., 2004; Lechner & Dowling, 
2003), explaining what entrepreneurs can acquire through their network ties (Borgatti & 
Foster, 2003). Network ties directly affect the entrepreneurial process by creating a pathway 
to access different resources present in the ties (Hite 2005). For example, ties with suppliers, 
customers, competitors and technical experts are vital for accessing specific market 
information, new product ideas (Jack et al. 2004) and know-how (Powell, 1990). Ties offer a 
lot of benefits to the entrepreneur as they represent media for exchanging and creating 
bridges to other individuals and firms (Powell, 1990), and entrepreneurs with high quality ties 
can gain better accessibility to what they need to create and develop their venture (Borgatti & 
Foster, 2003).  


The content (resources) which entrepreneurs can access and obtain through their 
network has been summarised as human capital in the form of knowledge and information 
(Semrau & Werner, 2013; Johannisson, 1998; Coleman 1988), financial capital (Hanlon& 
Saunders, 2007; Steier & Greenwood, 1999), legitimacy (Moensted 2010; Brass et al. 2004) 
and building other networks (Soderqvist & Chetty, 2013; Semrau & Werner, 2013; Martinez 
& Aldrich, 2011). Thus, network ties embed many resources important to the entrepreneur 
(Jack et al., 2004; Lechner & Dowling, 2003), representing a tool for exchanging and creating 
bridges to other actors, including individuals and firms (Powell, 1990). 


Network evolution and dynamics 
The argument is that the resources which the entrepreneur requires and their acquisition 
challenges change through the venture development process (Hite and Hesterly, 2001). Thus, 
the entrepreneur’s network ties need to be developed to correspond with changes in the firm’s 
resource requirements (Sullivan & Ford, 2014; Greve & Salaff 2003; Hite & Hesterly, 2001). 
Entrepreneurs have to maintain and adapt aspects of their networks’ structure (Hampton et 
al., 2011) to connect with new ties to gain new resources and sustain their firms’ growth 
(Rivera et al., 2010; Hansen, 1995). Each stage of the firm development process is 
differentiated by performing activities in which the entrepreneur’s network ties play a vital 
role (Martinez &Aldrich, 2011). For example, during the very early stage, strong social ties 
affect directly individuals’ intention and motivation towards entrepreneurship (Martinez 
&Aldrich, 2011). 


The structure develops to reflect changes in the overall network (Hoang & Antoncic, 
2003), with the composition of the network evolving continually to meet the venture’s 
changing resources needs and acquisition challenges (Greve & Salaff, 2003; Hite & Hesterly, 







2001). The entrepreneur’s network ties develop from an unplanned to a planned and more 
calculative network (Greve & Salaff 2003; Hite & Hesterly, 2001). In the entrepreneurial 
network literature, the changing structural characteristics of the entrepreneur’s network have 
been examined through different stages of the business life cycle (Martinez &Aldrich, 2011), 
typically including the pre start-up, start-up and early-growth stage.   


Within the female entrepreneurship literature, very few studies have examined the 
role of the female entrepreneur’s network in the firm development process, and all are 
Western-based. Hampton et al. (2011, 2009) examined the development of quality in female 
technology entrepreneurs’ network. Their findings show that female technology 
entrepreneurs achieved greater quality of network relationships as their firm grew to become 
more established businesses. They suggest that higher levels of industrial experience 
possessed by some female entrepreneurs enabled them to enhance the level of network 
quality. Those studying the process of entrepreneurial network development conclude that 
there are gender differences in the sex composition of female entrepreneurs’ networks, 
particularly, in the early venturing stages, but these differences decrease in the later stages 
(Hampton et al., 2009; Klyver & Terjesen, 2007).  


Studies investigating the structure of female entrepreneurs’ networks are very limited, 
and include those by Hampton et al. (2011) and McGowan et al. (2013); however, network 
content is absent from these studies. The current research seeks to address this gap by 
exploring the network model of female entrepreneurs in a male-dominated sector, in an 
unstudied Middle Eastern context. It also aims to provide a better understanding of how 
female entrepreneurs’ networks develop over time, analysing changes in structure and 
content.  
 
RESEARCH DESIGN AND METHODS 
Research context: The focus is on female-owned entrepreneurial firms in the start-up and 
early growth due to the high probability of building a network and engaging in networking to 
develop the business during these times (Sullivan &Ford, 2014; Hite, 2005; Hite & Hesterly, 
2001) where the entrepreneur represents a hub of his/her own firm (Johannisson, 1998). 
Jordan’s technology sector was chosen given its level of recent development, attracting 50% 
of the country’s start-ups and many foreign investments (Intaj, 2013).Many opportunities are 
emerging, especially, in ICT, due to factors such as liberalisation of telecommunications, 
increasing infrastructure accessibility, increases in government support and creation of a good 
regulatory ICT framework (Al Jidara, 2007). The country also has implemented regulatory 
reforms to make business registration easier and cheaper (World Bank, 2013), helping make 
the country one of the regions more desirable places to launch technology start-ups.  
Approach: The exploratory nature of the research supports use of a qualitative method 
(Blaikie, 2009; Miles & Huberman, 1994) adopting a two-stage, in-depth interview approach. 
Literature argues that studies adopting a qualitative approach help provide a richer 
understanding of entrepreneurial networks, particularly process-oriented network studies 
(Jack, 2010; Hoang & Antoncic, 2003). The use of multiple in-depth interview stage 
increased the ability to review and confirm data with participants and better coverage of 
research questions.   
Sample: The female founders of ten firms from Jordan’s technology sector were selected on 
the basis of several conditions of theoretical and empirical importance. All created, owned 
and managed technology firms and had hired their first employee and (or) sold their first 
commercial product/service (see Table 1 for details of participants). Their ventures ranged 
from  start-up to early-growth stage: all had operated for less than seven years. These 
ventures represented different technology areas, including software, animation, digital 
content, mobile applications and web services, technical consultancy and electronic devices.  







Analysis: Analysing and eliciting the essence of a huge amount of data key in qualitative data 
analysis (Patton& Patton, 2002), and requires a process of dividing data into subgroups 
according to a logical system to facilitate analysis (Whittemore & Knafl, 2005). Reducing the 
amount of raw data involves ‘selecting, simplifying, summarising and transforming’ (Miles 
&Huberman, 1994:10), with data reduction helping to sharpen and manage the data so as to 
facilitate drawing conclusions and verification. Interviews were taped, transcribed and 
analysed to determine categories and themes, using open coding facilitated through use of 
NVivo software. Initial themes were generated to understand the female entrepreneurs’ 
networking activities. Themes were clustered into nodes which helped connections emerge, 
pointing to insights around key themes of network structure, content and process. Focus is on 
the ego network so analysis is presented at the level of the founder and her ties to others 
(Witt, 2004). This study provides insights into the development of the network that Jordanian 
female entrepreneurs configure for their technology-based firm in the early development 
stages to access and obtain key resources. Evidence is presented as to how changes in aspects 
of network structure, including diversity, reachability, density, centrality and the presence of 
strong and weak ties, yield different types of content (resources). The network model which 
emerges for resource acquisition will be presented in the next section. 
 


Table 1: The characteristics of the research participants 


Firm 
Education 


level 


Pre-
entrepreneurial 


experience  
(same or 


relevant field) 


Firm age: 
Year 


(month) 


Technology 
sector 


Participant’s 
start-up1  


Sole entrepreneur 
(S) or team (T) 


start (currently) 


A Bachelor Yes (No) 4 
Electronic 


devices 
Incubatee 


entrepreneur 
S (S) 


B Bachelor Yes (Yes) 1 (5) Animation 
Independent 
entrepreneur 


T (S) 


C Bachelor Yes (Yes) 2 Digital content 
Incubatee 


entrepreneur 
S (T) 


D Bachelor Yes (Yes) 1 (7)  
Engineering 
consultancy 


Independent 
entrepreneur 


S (S) 


E Masters Yes (Yes) 1(10) 
Wen/internet 


services 
Incubatee 


entrepreneur 
T (T) 


F Masters Yes (No) 2 Digital content 
Incubatee 


entrepreneur 
S (S) 


R Bachelor Yes (No) 2 Digital content 
Incubatee 


entrepreneur 
S (T) 


G Bachelor Yes (Yes) 3(2) Digital content 
Incubatee 


entrepreneur 
T (T) 


W Bachelor Yes (Yes) 4 Digital content 
Incubatee 


entrepreneur
T (T) 


X Bachelor Yes (Yes) 4 Software 
Incubatee 


entrepreneur 
(T (T) 


 
RESEARCH FINDINGS 
This study provides insights into the development of the network that Jordanian female 
entrepreneurs configure for their technology-based firm in the early development stages to 
access and obtain key resources. Evidence is presented showing how changes in aspects of 
network structure, including diversity, reachability, density, centrality and the presence of 
strong and weak ties, yield different types of content (resources). The network model which 
emerges for resource acquisition will be presented in the next section. 


                                                            
1 Incubatee entrepreneurs as those female entrepreneurs who had been incubated in any organisation at any time. 
Independent entrepreneurs are those entrepreneurs who had not been involved as an incubatee in any incubator.  







 
Network structure and content at the start-up stage 
Structural characteristics: The participants’ start-up network ties were dominated by 
business ties, which included business agencies, mentors, professionals, business partners, 
other entrepreneurs and entrepreneurship competitions. Personal network, family, friends and 
previous work colleagues, were present in the start-up network; however, the network built to 
start-up the business was characterised by its limited extent. Moreover, personal ties appeared 
to be unimportant for accessing and obtaining resources to implement and sustain the 
business. Entrepreneur B claimed: ‘Our relationships were attached to work, so, when I 
started they were excited and they really encouraged us to start, but they didn’t get me clients 
or connections or even give advice’. Most start-up ties were configured from small groups of 
business ties, which were predominantly male. Entrepreneur A commented: ‘My network 
when I started, it was more like engineers and entrepreneurs were related to technology, so, I 
used to ask and to have connections with people in these areas’. Dominance of a small group 
of business ties and the limited extent of personal ties directly affected network diversity. The 
women used different business ties; however, the number of ties of each type was limited 
which decreased network diversity. On the other hand, there was a high degree of 
interconnectedness among actors within both the business or personal ties, generating a high 
level of density. Social knowledge increased with higher levels of interconnected: however, 
levels of general and direct knowledge increased with the presence of links among business 
ties. Entrepreneur R explained: ‘There is a lot of support for women. So, those organisations 
go to [accelerator X] and presented themselves and started to contact all the women tech 
entrepreneurs’.    


An important similarity among the women was in terms of the lack of business impact 
resulting from personal ties. For example: ‘They gave more normal support but not in 
business. Like my husband and my father they’re a really big support, but they didn’t actually 
add value to the business itself’ (R); ‘they gave moral support, I mean, more emotional 
support, not financial or technical support’ (F). In its place, the start-up stage networks 
included strong new business ties, which appeared to be more important for obtaining real 
benefits. These started as weak ties and then developed to be strong ties through the start-up 
and early-growth stage. Entrepreneur C commented on her relationship with a CEO: ‘It 
started formal, yes, but it turned to friendship, because of how frequently we talked about 
work and he did offer and support a lot’. Building new strong ties with business ties was 
facilitated by developing a level of knowledge, high quality business interactions, trust and 
mutual respect and support. 


At this stage, reaching out to others through different formal business network ties 
was limited, very few relied on others to gain access to contacts/resources. Entrepreneurship 
organisations and accelerators were the main source to reach out for incubatee entrepreneurs. 
Entrepreneur F commented: ‘I’d never meet the guy before, when I started I was introduced 
to him by [accelerator X], so, I asked if he could … be one of my mentors’. Business partners, 
industry firms, formal events or entrepreneurship competitions were key vehicles to reach 
through for the independent entrepreneurs. Entrepreneur E explained: ‘When I started 
because I was working with the contact list of [X], my business partner, he would introduce 
me to many clients or potential clients … it was important at the beginning, I mean, if he 
didn’t introduce me, I would not get projects’. 
Content/resources from the network: The start-up structure which was built around 
professional business ties, which was dominated by men and newly built strong ties, provided 
different content which included human capital, financial resources and legitimacy. 
Participants also benefitted from their personal ties given that these were the main source of 
emotional support, extra pairs of hands and learning about human resources. 







Financial resources: The vast majority of firms obtained financial resources from their 
business ties. Although for some acquiring financial resources was not the main driver to rely 
on business ties, for others using these ties to locate the funds they needed at start-up stage 
was a primary objective. For example: ‘Actually, I depended on the competitions and grants 
because it was the only source I could use at that time’ (A).Financial resources were in the 
form of seed fund investments, cash support, prizes, awards or grants, and sources were 
business partners, accelerators or business and enterprise development organisations. 
‘Newness’ legitimacy: Legitimacy and business idea validation were other aspects 
participants accessed through their network ties, where the business network was the main 
source relied on to validate their business ideas. Entrepreneur W’s comment reflected this: 
‘[X], she is an American blogger … she wrote about our applications, there is another group 
who is interested in tech entrepreneurs, they were very interested in our firm … especially 
Arab technology pioneers … they actually generateda big promotion and all of them came 
through my posts in Twitter’. Some women obtained legitimacy from participating in 
entrepreneurship competitions and events run by enterprise organisations or industry firms. 
Entrepreneur B noted: ‘We got famous! Everyone got to know our work, our style ... even, 
[X], the founder of [firm Y]. … You got famous and all people were talking about us, because 
wherever we went, we were winners and many people and organisations invited us to events 
and conferences’. 
Human capital: Human capital emerged within the data as one of the main resources that the 
female entrepreneurs obtained through their start-up network ties. The across-case analysis 
showed that the business network ties were, also, the main source of the participants’ human 
capital. Human capital is ‘embodied in the skills and knowledge acquired by an individual, 
which is created by changes in persons that bring about skills and capabilities that make them 
able to act in new ways’ (Coleman, 1988, p. 100). The data suggested that different kinds of 
skills and knowledge were sought out from the female entrepreneurs’ business ties.  
Skills acquisition: Entrepreneurial skills were obtained mainly from ties with business 
organisations: these skills helped enhance the women’s human capital. The data showed that 
even the independent women sought help from different business organisations to help 
develop these entrepreneurial skills. Entrepreneur B stated: ‘Six months ago, I felt that in the 
part of, or in the side of creativity I’m doing very well, but businesswise wise, no, I do not 
have this skills or structure to my business … so, I went to [accelerator X’s] bootcamp and I 
learned everything, honestly, in terms of business models, how you can focus on your target 
audience and all these thing related with sales forecasts and so on’. 
Business development advice: Data showed different kind of advice from business ties, which 
came in the form of business-related and product/service development advice. Advice 
included receiving different types of counsel, tips and guides about different businesses, input 
on product/service development, business ideas, business development and technology-
related issues. Issues included market research, finance, human resources management, 
business plan development and dealing with business situations and challenges. For example: 
‘He is a web developer; he gave me advice about web content’ (R); ‘advice about the 
business, like, in marketing, strategy, because he is heading a company that supports start-
ups’ (C). 
Business information: cross-case analysis indicated that participants enhanced their 
knowledge by receiving different kinds of information through their business ties, which 
included information about the industry and new sources of resources, as well as about 
entrepreneurship/ networking events. Entrepreneur C commented: ‘In Twitter I used to ask so 
many questions and two people I remember very well were kind enough to send me reports. 
One of them he is [X], he is the founder and the manager of a research group called [Y]. 







Another person is [W] and he is a manager, works with the VC fund, so he does [have] 
access to a lot of information and reports about the industry’. 
Learning from others: a common theme emerged across cases about types of learning 
achieved through interactions with different business ties. Learning from other’s experience 
included learning new strategies, finding solutions, sharing ideas and information through 
being involved with other actors. For example: ‘I was asking like, if they had investment or if 
they didn’t had investment, how did they get it’ (E). Learning through training also helped 
some participants build knowledge: Entrepreneur X noted: ‘There is [X] a consultant service, 
they give support for female entrepreneurs, they do a business plan and it is more focused on 
the market research, … from them I learned how to develop a business plan in a professional 
way’. 
The analysis, therefore, demonstrated that the female entrepreneurs’ start-up business 
network ties were the main source for obtaining human capital. Human capital, particularly 
knowledge, represented a pervasive thread through the data as a common content from most 
start-up networks. Although the male-dominated ties reduced start-up network diversity, 
across-case analysis showed how these network ties were a source of human capital, 
particularly knowledge. The majority of ties with mentors, other entrepreneurs, mangers, 
CEOs, business partners and professionals that formed the business ties and appeared 
important in providing advice, information and teaching, were with men. 


Although the extent of reachability through different indirect ties in the start-up 
network was limited a common finding indicated that they were a source of human capital, 
mainly knowledge. Entrepreneur F noted: ‘but I’ve been through the mentorship programme 
that they have, I mean, I went and I met many other entrepreneurs and mentors who have 
been there, done that, who basically give advice’.  


A high level of density was apparent among their personal ties as well as their 
business network ties, both important sources for obtaining knowledge. Density among 
business ties particularly supported learning from others’ experiences, through sharing 
information and ideas. Entrepreneur B reflected: ‘The most beautiful things in our community 
is that all the CEOs and people are always available online and they answer and they talk 
and they give you their time, and if you want anything just call us. Actually, we all follow 
each other with the update, and the thing that I like to talk to them about is my problems, 
why? Because we are facing the same problems and challenges’.  


Some participants indicated the importance of these dense business ties in facilitating 
obtaining advice: ‘My networks during the period when I started … it was more like 
engineers and entrepreneurs were related to technology, so, I used to ask … people in these 
areas, those people who have experience related to my experience’ (A). On the other hand, 
facilitating learning about human resources was the most common content of dense personal 
networks, particularly among previous work colleagues. Entrepreneur X noted, ‘Sometime I 
want a freelancer and I want someone very good not just anyone, you know, you want to have 
high quality work, so you need a trusted person … I ask the guys that I used to work with’. 
Emotional support: The most common content that came from participants’ personal ties 
included: emotional support, an ‘extra pairs of hands’ and learning about human resources. 
Emotional support came in forms of psychological support, satisfaction and pride in what 
those female entrepreneurs were doing and having a feeling that there were people to listen 
and back them up during the business journey. For example: ‘Moral support, I mean, more 
emotional support, not financial or technical support, its more emotional support, which 
gives you positivity, which gives you more energy to do whatever you’re doing’ (F). Extra 
pairs of hands appeared in different forms, such as, when doing testing or experimenting for 
the products; and taking care of children and helping with routine tasks. For example: ‘My 
father … used to help me … which was very rare but sometime if I need him to come to the 







company and check on the work and employees or something, if I’m travelling he would do 
that’ (R).  


Some respondents indicated that the emotional support, particularly from their 
families, increased as they proved their business ideas after the start-up stage. For example, 
Entrepreneur C reflected: ‘At the beginning they did not think it’s a good idea, I had a good 
job and they thought that it’s better for me if I stay in my job, secure job, secure salary, social 
security. So, at the beginning they want me to stay in my job. But after I took the step and I 
started, they have become supportive, very supportive’ and she added: ‘After I started and 
after I launched my website and got investment, they believed in it more and they have 
become definitely more supportive’.   


Network structure and content at the early-growth stage 
Network structural dimensions: The female entrepreneurs’ networks evolved to include 
more business ties, but a new group of actors was added, including market ties, networking 
platforms and events groups. The market ties included clients, distributors, agencies and other 
firms within the sectors. A comment from Entrepreneur E explained the early-growth stage 
ties: ‘It has grown, yes, with time it has grown … a lot, a lot, I have all my clients added as 
new networks, I have a lot of people that I have met, so it’s a, it’s an explosion … so, clients, 
partners who work with … people who introduced people to me or people who I met during 
events’.  


Development of the participants’ network implies that diversity of network ties is 
dynamic in nature, changing through time to involve more business ties, market ties and 
networking platforms and events. In this sense ‘although diversity provides advantage at the 
beginning of the of the entrepreneurial process, it appears to become more important as well 
as more common at later moments in the process’ (Martinez & Aldrich, 2011,  24). Diverse 
structure includes a large proportion of weak ties, characterised by a high degree of formality 
and lack of knowledge of each other, with relationships associated with undertaking work.  
Despite the fact that the density decreased as they approached the early-growth stage of 
network evolution, as more weak market ties entered their networks the participants’ use of 
the interconnected business industry ties continued. Entrepreneur F explained: ‘I’m still using 
[accelerator X’s] network and I’m still using the contacts that I know, but it has grown … the 
contacts increased with time definitely, because you get to be involved in many other 
activities and events and networks and groups and discussions that are related to the field, 
so, you start meeting new people and making new contacts and building on the previous 
ones’.  


Evolution in the participants’ network model also demonstrated that network 
centrality appeared when their firms were their second venture. For these women, being a 
broker for two other actors in their business network increased with greater network tie 
diversity, and there was a shift from a focus on start-up requirements and challenges to 
developing their business model. Entrepreneur G stated: ‘I got to know many start-ups 
through [accelerator X], for example, [start-up firm Y], I introduced them to [organisation 
W]. Recently there was a meeting and they started to work together … also, I linked another 
start-up with a publishing house. Also, I linked [K], they are also start-up firm, with 
[organisation W] and reading clubs, because I know many of these clubs’. 


In the other direction, the number who acted as a broker increased within those female 
entrepreneurs’ network through time, providing greater opportunities to reach through to 
connect with different business and market network ties. The formal events and networking 
platforms represented a significant gateway for these women to build more business and 
market network ties. Both independent and incubatee entrepreneurs benefitted from 
participating in formal events. In increasing the reachability offered by their network ties 
through the firm formation process, participants pointed to three key conditions: proactivity 







in building relationships, maintaining relationship and network event attendance. 
Entrepreneur F indicated the importance of being proactive in building relationship to secure 
access to new channels: ‘It really depends on the entrepreneur himself or herself and how 
proactive they are, how ready they are to embark in this sort of the journey, how open they 
are to meeting new people, making new contacts, capitalising on the contacts that they have 
got … the opportunities are there, the channels of communications between us and other 
networks in Jordan are available, but we have to be more proactive, we have to take 
initiative’. 
Network content: Content of the participants’ early-growth network was mainly focussed 
around building network ties, which facilitated and promoted access to customers, access to 
potential and industry actors and access to firms within the industry that might provide 
knowledge, new additional business contacts and offer opportunities for business exchange. 
In addition, it helped increase the diversity of participants’ access and knowledge.   
Building network ties with customers: The participants’ market network ties, which were 
mostly weak ties, were a source of building network ties with customers. Although market 
ties were essentially exchange relationships (Martinez & Aldrich, 2011), these ties were also 
a source of facilitating access to additional customers. Entrepreneur E noted: ‘If some people 
work with clients and if they were happy with you, then, they will refer you to other people 
and then other people contact you to do their projects. So, we are getting clients in this way 
… [X], he is a new client who basically introduces me to people, new clients’. Some 
participants indicated other market ties’ role in reaching new customers, for example, 
Entrepreneur C commented on her tie with agencies and firms in the industry reflected this: 
‘Dubai is trying to bridge the gap between us and our market … there are companies and 
agencies in Dubai who are trying to play a role in that’. Business network ties in the early-
growth stage, also, were a source of building network ties with customers. Entrepreneur C 
reflected on the benefit from her firm’s investors: ‘[investor] was introduced us to [Y 
company] and we are now, today, providing license and content to [Y company]’.In fact, 
many of the business ties built at the start-up stage played another role, including acquiring 
access to customers, during the early-growth stage. On her tie with a professional 
Entrepreneur W commented: ‘Through [X], for example, a month ago, someone asked her 
about companies doing games and apps in education … and she gave him our firm's name, 
so, he phoned us’. 
Building network ties with potential and industry actors: The networking platforms and 
events were a source of building network ties with potential and industry actors. The most 
common content that came from the networking platforms and events included promoting 
and facilitating connections with potential and industry actors which provided knowledge, 
new business contacts and offered opportunities for business exchange. Actors met through 
industry events included experts, technology firms and industry investors. The networking 
platforms and events, in addition, facilitated access to many potential actors, which included 
business or market ties: as Entrepreneur R explained: ‘Lots of these things happen in events, 
through special events that companies they’re doing now like networking and mentor events, 
where you can see mentors and potential clients and potential people that can help you out. 
So, you introduce yourself and then you came back with a lot of contacts and later on you can 
contact them and see whether there is a potential opportunity, advice, investment or any kind 
of opportunities’. Those met through events were potentially to become an active actor in 
their network, as Entrepreneur F explained: ‘All these networking events, you develop 
contacts, you develop relationships, I go to, because I know these relationships will pay off in 
the future, I either benefit immediately from a question I could ask somebody who is an 
expert in something or you obtain this business card, write to them genuinely, maintain it and 
whenever something comes up in the future I go back to them and ask’. Some female 







entrepreneurs indicated to how some actors they met through events became active members 
in their network to reach out through at a later stage. For example: ‘This is more related with 
events, usually, during events we met many people, for example, when we went to Arab 
Content conference, [CEO] came and he introduced himself … when he came to Jordan, we 
met and then he introduced us to investors especially from Lebanon’(W). 
Building network ties with firms within the industry: Female entrepreneurs benefitted from 
the business ties at the early-growth stage, firstly, to acquire access to firms within the 
industry that might provide business exchange opportunities. Entrepreneur C commented on 
the benefit from her firm’s investor: ‘[investor] introduced us to … the Managing Director of 
[Y company]’. Secondly, introduction through business ties was also to firms whom they 
built business collaboration with later on. Entrepreneur G’s comment on ties with an 
accelerator reflected this: ‘We got to know many start-ups through [accelerator X] and we 
are working with many of them, either we are promoting our products through them or are 
involved in other collaborations. We met also through [accelerator X] a group of Arab 
content suppliers and we did very good deals with them’. The increased diversity and 
reachability of the women’s network ties at this stage functioned mainly in building network 
ties, embedded new market knowledge and additional business and market contacts. This 
suggests that the main resource needed to build to grow their firms was network ties. 
Entrepreneur C noted: ‘After starting up and moving on, I’ve been become less dependent on 
those mentors and more focused on building contacts with future partners and future 
investors. So, it’s become less around asking for advice because now I have my board and I 
ask them for advice and we put a strategy together … with the board, with investors and 
potential business relationships’. Considering changes in her business requirements, 
Entrepreneur X noted: ‘I needed their network, enough I need the business to grow’. Thus, 
the study confirms that the network ties entrepreneurs develop adapt to provide the business 
with the necessary resources (Hite & Hesterly 2001).  
Diversifying knowledge and network access: Decrease in network density in the early-
growth network is attributed to the increase in network tie diversity as new ties are added at 
this stage. The lower level of connection among actors in the network helps to diversify types 
of access and knowledge. Some women indicated that the low level of interconnectedness 
among people they met, especially in events, helped them to diversify and broaden their 
knowledge; ‘Networking events … they helped me to get contacts with different persons, they 
give you insights, they give you, um, they let you know about new markets and what are their 
international trends and you sort of get benchmarks against companies who have made it in 
their part of the world and try to follow their steps’ (A).Other women focussed on the 
importance of diversifying access to new actors who might provide real benefits. 
Entrepreneur R stated: ‘When I attend these events … there are a lot of connections there and 
networking to do, these connections benefitted the company a lot, they pushed the company 
further’. Thus, this research suggest that low network density in the early-growth network 
provides a means of diversifying knowledge and access. In addition, analysis indicated that 
network centrality increases the likelihood of securing access to additional new actors who 
could provide resources or open doors to new business opportunities.  
 
DISCUSSION AND CONCLUSION 
One of the study’s important contributions is its exploration of the network development 
model of female entrepreneurs in technology-based firms in Jordan, addressing the lack of 
previous studies of networking behaviour of female entrepreneurs in Middle Eastern 
societies. In addressing their network evolution from start-up into the early-growth stage it 
has revealed the dynamic nature of network structure, with marked changes in structural 
characteristics and types of content provided. Building upon the findings Figure 1 has been 







generated. This conceptual model highlights the dynamic nature of different network 
dimensions: diversity, reachability, strength of ties, density and centrality, which shaped the 
network that the women relied on through the early development stages of their businesses. 


The model (Figure 1) at the start-up stage is characterised by using business ties 
established within male-dominated networks, building new strong ties involving a high 
degree of interconnectedness between network ties, and benefitting from a limited number of 
indirect ties through which to reach out to others. These start-up network characteristics 
enabled the women to reach and obtain human capital, financial resources, cultivate 
legitimacy and emotional support. The model suggests how network structure changed as 
firms moved into the early-growth stage, becoming characterised by a higher level of 
diversity in terms of types of tie; the network continued to be dominated by male ties and a 
growing number of weak network ties reduced network density. The women also benefitted 
from more indirect new connections reaching through others and started to broker 
relationships for others. These structural characteristics of the early-growth network helped 
female entrepreneurs build ties with market knowledge sources, market actors including 
buyers, other firms within the industry and distributors. 


This network pattern of Jordanian female entrepreneurs is different from that seen in 
studies of western women, taking the literature in female entrepreneurship, female 
entrepreneurs’ networking activities and network processes a further step. Western research 
typically shows women’s ties developed over time, from an unplanned network dominated by
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Figure 1: The development of the participants’ network content  







social ties to a planned and more calculative network, with greater market and business-based 
ties (Greve & Salaff 2003; Hite & Hesterly, 2001). In the entrepreneurial network literature, 
personal ties including family, friends and previous work colleagues appeared the main 
network actors at start-up (Semrau & Werner, 2014; Hampton et al., 2009; Lechner & 
Dowling 2003; Hite & Hesterly 2001; Larson &Starr, 1993). These network development 
models indicated the importance of these ties at the start-up stage for providing different kind 
of resources and support, including start-up financial capital, knowledge and new additional 
business contacts (Semrau & Werner, 2014; Jack, 2005; Jack et al., 2004; Steier & 
Greenwood, 1999; Larson &Starr, 1993). Despite recent studies’ findings which have pointed 
to the increasing role of business ties at start-up, personal ties with previous work colleagues 
(Soderqvist & Chetty, 2013) and family were still recognised as most important for 
entrepreneurs in securing new resources (Elfring & Hulsink, 2007). An important finding of 
this research, however, is that the network development model appears more planned and 
dominated by business-based ties from the start-up and into the early-growth stage. Personal 
ties are utilised much less and were replaced by business-based ties.  


Implications for policy suggests that while increasing efforts to develop technical and 
managerial aspects relating to entrepreneurship within educational, the role of all network tie 
types (social and formal business ties) should be addressed and activities offered to enable 
would-be and current entrepreneurs to better understand the value of the network and well as 
how best to design and develop a network for firm development and growth. As 
complementary efforts, governmental programmes should be directed toward creating and 
building channels helping foster connections with different sources of resources, including 
business owners, investors, well-established firms and other entrepreneurs, covering regional 
and international opportunities. Knowing the most important resources at each stage of firm 
development is crucial for enabling entrepreneurs to effectively plan their networks’ 
development. 


This new model regarding network development, relating to structure, content and 
evolution helps set a future research agenda to test and refine this model in other Middle East 
societies and sectors to help understand better social and industry effects.   


 
REFERENCES 
Al Jidara (2007) Tracking the progress of Jordanian women in the ICT space. Amman: The United 


Nations Development Fund for Women. 
Al Jidara (2014) Jordan women in the ICT space. Jordan: UN Women, Country Office for Jordan. 
Aldrich, H. (1989) Networking among women entrepreneurs, in Brush, C., Carter, N., Gatewood, E., 


Greene, P. & Hart, M. (eds.) Women and entrepreneurship. United Kingdom: The International 
Library of Entrepreneurship. 209-35.  


Bearning Point (2007) Jordan gender assessment. Amman: United State Agency for International 
Development (USAID).  


Blaikie, N. (2009) Designing Social Research. Cambridge: Polity Press. 
Borgatti, S. & Foster, P. (2003) The Network Paradigm in Organizational Research: A Review and 


Typology, Journal of Management, 29(6), 991-1013.  
Brass, D., Galaskiewicz, J., Greve, H. & Tsai, W. (2004) Taking stock of networks and organizations: 


A multilevel perspective, The Academy of Management Journal, 47(6), 795-817.  
Burt, R. (1992) Structural holes: the social structure of competition. Cambridge: Harvard Press. 
Capaldo, A. (2007), Network structure and innovation: the leveraging of dual network as a distinctive 


relational capability, Strategic Management Journal, 28(6), 585–608.  
Coleman, J. (1988) Social capital in the creation of human capital, The American Journal of 


Sociology, 94, 95-120. 
Dubini, P. & Aldrich, H. (1991) Personal and extended networks are central to the entrepreneurial 


process, Journal of Business Venturing, 6(5), 305–13.  







Elfring, T. &Hulsink, W. (2007) Networking by Entrepreneurs: Patterns of Tie Formation in 
Emerging Organizations, Organization Studies, 28(12), 1849-1872.  


Freeman, L. (1979) Centrality in social networks, Social networks, 1(3), 215-39.  
Granovetter, M. (1973) The strength of weak ties, American Journal of Sociology, 78(6), 1360–1380. 
Granovetter, M. (1985) Economic action and social structure: The problem of embeddedness. Journal 


of Sociology, 91(3), 481–510. 
Greve, A. &Salaff, J. (2003) Social networks and entrepreneurship, Entrepreneurship Theory & 


Practice, 28(1), 1-22.  
Hampton, A, Cooper, S. & McGowan, P., (2009), Female entrepreneurial networks and networking 


activity in technology-based ventures: an exploratory study, International Small Business Journal, 
27(2), 193-214. 


Hampton, A., McGowan, P. & Cooper, S. (2011) Developing quality in female high-technology 
entrepreneurs networks, Int Journal of Entrepreneurial Behaviour and Research, 17(6), 588-606.  


Hanlon, D. & Saunders, C. (2007) Marshaling resources to form small new ventures: Toward a more 
holistic understanding of entrepreneurial support, Entrepreneurship Theory & Practice, 31(4), 619-
41. 


Hansen, E. (1995) Entrepreneurial networks and new organization growth, Entrepreneurship: Theory 
& Practice, 19(4), 7–21. 


Hite, J. (2005) Evolutionary processes and paths of relationally embedded network ties in emerging 
entrepreneurial firms, Entrepreneurship Theory & Practice, 29(1), 113–44.  


Hite, J. & Hesterly, W. (2001) The evolution of firm networks: From emergence to early growth of 
the firm, Strategic Management Journal, 22(3), 275–86.  


Hoang, H. & Antoncic, B. (2003) Network-based research in entrepreneurship: A critical review, 
Journal of Business Venturing, 18(2), 165–87.  


IFC & CAWTAR (2007) Women entrepreneurs in the Middle East and North Africa: characteristics, 
contributions, and challenges. Washington DC: International Finance Corporation and Tunis: Centre 
of Arab Women for Training and Research.  


Intaj (2013) Jordan’s ICT business guide. Available at: http://www.intaj.net/ (Accessed: 11 April 
2014).  


Jack, S. (2005) The role, use and activation of strong and weak network ties: A qualitative analysis, 
Journal of Management Studies, 42(6), 1231–59.  


Jack, S. (2010) Approaches to studying networks: Implications and outcomes, Journal of Business 
Venturing, 25(1), 120–37.  


Jack, S., Drakopoulou-Dodd, S. & Anderson, A. (2004) Social structures and entrepreneurial 
networks: The strength of strong ties, International Journal of Entrepreneurship and Innovation, 
5(2), 107-20.  


JDS (2015) The unemployment rate during the fourth quarter of 2014. Accessed 14/2/15, available at: 
http://www.dos.gov.jo/dos_home_e/main/archive/Unemp/2014/Emp_2014-q4.pdf).  


Johannisson, B. (1998) Personal networks in emerging knowledge based firms: spatial and functional 
patterns, Entrepreneurship& Regional Development, 10(4), 297–312.  


Kanter, R. (1984) The change masters: innovation and entrepreneurship in the American corporation. 
New York: Simon and Schuster. 


Klyver, K. &Terjesen, S. (2007) Entrepreneurial network composition: An analysis across venture 
development stage and gender, Women in Management Review, 22(8), 682-88.  


Kontinen, T. and Ojala, A. (2011) Network ties in the international opportunity recognition of family 
SMEs, International Business Review, 20(4), 440-53.  


Larson, A. & Starr, A. (1993) A network model of organization formation, Entrepreneurship: Theory 
& Practice, 17(2), 5–15. 


Lechner, C. & Dowling, M. (2003) Firm networks: external relationships as sources for the growth 
and competitiveness of entrepreneurial firms, Entrepreneurship & Regional Development, 15(1), 1-
26. 


Marion, T., Eddleston, K., Friar, J. & Deeds, D. (2015) The evolution of interorganizational 
relationships in emerging ventures: An ethnographic study within the new product development 
process, Journal of Business Venturing, 30(1), 167–84.  







Martinez, M. & Aldrich, H. (2011) Networking strategies for entrepreneurs: balancing cohesion and 
diversity, International Journal of Entrepreneurial Behaviour and Research, 17(1), 7-38.  


McEvily, B. & Zaheer, A. (1999) Bridging ties: A source of firm heterogeneity in competitive 
capabilities, Strategic Management Journal, 20(12), 1133-56. 


McGowan, P., Cooper, S. & Hampton, A. (2013) Developing quality in networks: an analysis of male 
and female entrepreneurs in science, engineering and technology based venture, 71-94 in Oakey, R., 
Groen, A., Cook, G. & Sijde, P. (eds.) New technology-based firms in the new millennium. United 
Kingdom: Emerald Group Publishing Limited. 


MHESR (2013) The annual report of the higher education in Jordan 2012/2013. Available at: 
http://www.mohe.gov.jo/Statistics/tabid/69/language/ar-JO/Default.aspx (accessed: 12/02/15).  


Miles, M. & Huberman, A. (1994) Qualitative data analysis. Beverly Hills: Sage Publication. 
Moensted, M. (2010) Networking and entrepreneurship in small high-tech European firms: An 


empirical study, International Journal of Management, 27(1), 16-30. 
Moran, P. (2005) Structural vs. relational embeddedness: social capital and managerial performance, 


Strategic Management Journal, 26(12), pp.1129-51.  
MPIC & UND (2011) Jordan human development report 2011: Jordan Small Businesses and Human 


Development. Jordan: the Ministry of Planning and International Cooperation and United Nations 
Development Programme.  


Ozdemir, S., Moran, P., Zhong, X. & Bliemel, M. (2014) Reaching and acquiring valuable resources: 
the entrepreneurs use of brokerage, cohesion, and embeddedness, Entrepreneurship Theory & 
Practice, pp.1-31.  


Patton, M. & Patton, M. (2002) Qualitative research and evaluation methods, 3rd edn. California: 
Thousand Oaks and London: Sage Publication. 


Peebles, D., Darwazeh, N., Ghosheh, H. & Sabbagh, A. (2007) Factors affecting women’s 
participation in the private sector in Jordan. Jordan: National Centre for Human Resource 
Development and Al Manar Human Resource Development Information System Project.  


Pfeffer, J. & Salancik, G. (1978) The external control of organizations: A resource dependence 
perspective. New York: Harper and Row. 


Powell, W. (1990) Neither market nor hierarchy: net-work forms of organization, in Staw B. and 
Cummings L. (eds.) Research in Organizational Behavior, 12. JAI Press. 295-336.  


Rivera, M., Soderstrom, S. & Uzzi, B. (2010) Dynamics of dyads in social networks: assortative, 
relational and proximity mechanisms, Annul. Review Sociol, 36, 91–115.  


Robb, A. & Coleman, S. (2010) Financing strategies of new technology-based firms: A comparison of 
women-and men-owned firms, Journal of Technology Management and Innovation, 5(1), 30-50.  


Rowley, T., Behrens, D. & Krackhardt, D. (2000) Redundant Governance Structures: An analysis of 
structural and relational embeddedness in the steel and semiconductor industries, Strategic 
Management Journal, 21(3), 369-86. 


Semrau, T. & Werner, A. (2014) How exactly do network relationships pay off? The effects of 
network size and relationship quality on access to start‐up resources, Entrepreneurship Theory & 
Practice, 38(3), 501-25.  


Slotte-Kock, S. & Coviello, L. (2010) Entrepreneurship research on network processes: A review and 
ways forward, Entrepreneurship: Theory & Practice, 34(1), 31-57.  


Söderqvist, A. & Chetty, S. (2013) Strength of ties involved in international new ventures, European 
Business Review, 25(6), 536-52.  


Steier, L. & Greenwood, R. (1999) Newly created firms and informal angel investors: A four stage 
model of network development, Venture Capital, 1(2), 147-67. 


Stevenson, L., Daoud, Y., Sadeq, T. & Tartir, A. (2010) Global entrepreneurship monitor: GEM-
MENA regional report 2009: Middle East & North Africa. Giza: International Development 
Research Centre. 


Sullivan, D. & Ford, C. (2014) How entrepreneurs use networks to address changing resource 
requirements during early venture development, Entrepreneurship: Theory & Practice, 38(3), 551-
74.  


Wennekers, S. &Thurik, R. (1999) Linking entrepreneurship and economic growth, Small Business 
Economics, 13(1), 27-56.  







Whittemore, R. &Knafl, K. (2005) The integrative review: updated methodology, Journal of 
Advanced Nursing, 52(5), 546-53. 


Witt, P. (2004) Entrepreneurs’ networks and the success of start-ups, Entrepreneurship & Regional 
Development: An International Journal, 16(5), 391-412.  


World Bank (2013) Doing Business 2013: Smart Regulations for Small and Medium-Size Enterprise. 
Washington: International Bank Reconstruction Development/ The World Bank.  








	 1


Paper Title:  
 
‘Bestination’: Beyond the first year business operation by the 
successful Buddhist entrepreneurs    
 
 
 
KEYWORDS 
 


Theme: Buddhism  
Discipline: Entrepreneurship 
Method: Qualitative 
Level of Analysis: Individual/Team 
Context: Small/New independent Business 
Topic: Ethics and Business start ups 


 
 
ABSTRACT 
 
It is the purpose of this paper to describe and explore the success stories of 
Buddhist entrepreneurs, beyond their businesses start up and after their first year 
of business conception. Success in this study has been based on the definition 
by Schumacher (1973) as the Buddhists aim for liberation and work on the 
middle path to achieving their goals based on simplicity and non violence, to 
contribute not to only one’s self but those around them such as the stake holders 
of the businesses and the communities. Previous research studies have also 
shown that Buddhism does not contradict capitalism and does not discourage 
Buddhists to perform business duties. Further, it was shown that Buddhist 
religious business practitioners appeared to be the diligent and hard working. 
 
 
Based on the abovementioned definition through personal networks and 
snowballing technique, 20 successful Buddhist entrepreneurs were recruited over 
a period of three months for in-depth interviews. This research study questioned: 
A) What are and if the entrepreneurs’ goals in terms of financial; contribution to 
society; family; and personal outcomes have been achieved? B) Do the 
successful Buddhist entrepreneurs follow any religious principles that guide the 
business operation including HR, Marketing, Financial Management and whether 
the religion account for their success? C) What model could be established to be 
a framework for other entrepreneurs? From the findings, a model called 
‘Bestination’ was introduced. Bestination is considered as one of the many 
approaches for the entrepreneurs to achieve not only the maximum financial 
gains but also entrepreneurs’ different aims and outcomes of their businesses 
performances including the benefits to their stakeholders and/or communities, 
which leads to a successful and a sustainable business outcomes. 
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According to Buddhist principles, there are a number of teachings that lead to 
successful business operation, however, from the findings it was found that there 
are four foundations for accomplishment which are the basis for success which 
discusses the Buddhist way of decision making, conflict & connection 
management, and Buddhist psychographic analysis of successful Buddhist 
entrepreneurs. This can be used as a platform to study ongoing daily business 
operations to achieve the ultimate goals of the businesses and communities. 
 
 
BACKGROUND 
 
 
Most of us enjoy being a part of the ‘globalisation’. We enjoy the cheap products 
manufactured in China and the advanced information communication technology 
services provided by India. Globalisation has brought many benefits along with it, 
including cheaper communication, modern infrastructure and urban multinational 
corporations. Along with such progress come the increasing trends of 
consumerism, cyber threats, materialism and over consumption and over 
production. These could be necessary but whether they entail moral and ethical 
approaches to doing businesses in the modern era – this could be controversial. 
Hence, it is an objective of this paper to discuss some aspects of the Buddhist 
teachings and introduce a new model of starting up businesses which does not 
only involve monetary outcomes of doing businesses, but also other rewards 
such as self satisfaction, the contributing feelings to the entrepreneurs 
themselves and their community. It must be noted at the forefront that Buddhist 
way is not contradictory to the Modern Capitalism principal, it offers extra 
perspectives to look at different issues from variety of angles. 
 
To illustrate the effects of Globalisation and rapid advancement of our capitalism, 
Thailand is raised as a context to study due to two reasons. One being a 
Buddhist country and the other being that t is one of many countries that has 
enjoyed being a part of the global economy. In the past decades, Thailand has 
experienced a mixture of positive and negative development outcomes 
(Sathirathai & Piboolsravut 2004). During 1990s, Thailand claimed to be the next 
possible ‘Asian tiger’ along with South Korea, Taiwan, Hong Kong and 
Singapore, due to its high economic growth and increasing purchasing power. 
Thailand was one of the few countries in Asia with fastest rate of economic 
growth (Tinsulanonda 2001). Income per head significantly increased from less 
than US$ 700 in 1980 to US$ 3,000 in 1996.    However, in 1997, Thailand was 
the first country in Asia to suffer a severe financial and economic crisis due to 
overspending by the consumers and overborrowing by the businesses. The 
impacts were beyond Thai people’s imagination - many of Thai people ended up 
being bankrupt and those without any backup to protect them against any 
financial contingency, such as the unemployed, the poor, small businesses and 
marginal farmers were severely affected (Suphapong 1999; Tinsulanonda 2001).  
 







	 3


Although Thai economy slowly recovered from the crisis and at present, it is still 
aiming to stabilise its political and economic standing, Thailand never really 
learned its hard lesson. Thai people live beyond their means and even after the 
recovery, the country is still facing ongoing problems of political chaos and 
corruption (Tinsulanonda 2001). According to Tinsulanonda (2001), it is apparent 
that being referred to as a ‘tiger economy’ or a ‘newly-industrialised country’ had 
hardly any substantial meaning to the well being and/ or the sustainable 
economic development for Thailand.  
 
This paper suggests that Thailand has been concentrating too much on 
becoming an active global player through overinvestment and over-purchasing. 
For instance, in the property and real estate sector but failed to realise that the 
values of property and real estate are over estimated as they do not reflect the 
real values considering the political turmoil in Thailand itself as well as the 
financial crisis at the global scale. Further, Thailand is one of the many countries 
faced with severe problems of natural resource depletion, environmental 
degradation and global warming as a result of economic development 
(Sathirathai & Piboolsravut 2004).  
 
 
It is a common goal for all countries to achieve not only economic growth but also 
sustainable development (Israngkul & Pootrakool 2008).  
 
Economic problems arise because people want more than they have (Peter & 
Bade 2007 cited in Calkins 2008). One prevalent criticism is against the 
prevailing Anglo/U.S. Capitalism ideology that it promotes short-term, share-
holder approach and arguably neither does it lead to sustained business success 
nor improved life quality of individuals and societies (Kantabutra 2006; Calkins 
2008; Kantabutra 2008).  
 
As such, this paper also proposes that Buddhist way of starting up businesses 
could complement Capitalism.  
 


Buddhist entrepreneurship is hardly been discussed. This study investigated 
what the Buddhist teachings have told that the religion helps the entrepreneurs to 
be successful. It was, therefore, important to examine whether there are any 
existing teachings or theories in Buddhism which talks about businesses and 
help facilitate the entrepreneurs’ success stories starting from their business start 
up period.  
 
 


In this research study, the author explored, investigated and identified the main 
fundamental Buddhist teachings, the five precepts, which help the entrepreneurs 
through their business start up processes. 
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THEORETICAL FRAMEWORK 
 
Previous entrepreneurship research has developed along two major spheres 
including the personal characteristics of entrepreneurs and the influence of socio-
economic, culture and political contextual factors (Mazzarol, Volery, Doss and 
Thein, 1999). However, this research is unique as it deals with the relationship 
between Buddhist teachings and successful entrepreneurship especially during 
the start up process. Such a significant issue has not been explored before 
although it has an important impact on successful entrepreneurship. Culture, 
society and religion shape entrepreneurs (Dana, 2010).  
Nowadays, things are different, human beings’s successes are judged by their 
wealth. Nevertheless, different people can define success differently. According 
to this research study, success is defined by the capacity of adding values to the 
entrepreneurs’ selves, families and communities through their business ventures. 
 


According to entrepreneurship literatures, success can be defined by subjective 
and objective elements of achievement and progress of an individual through an 
organization or occupation (White, 2000). Many people place great emphasis on 
objective aspects such as quantitative measures including profits, sales, 
promotions, and so on. However, this research study emphasises on the 
personal measures of an entrepreneur’s success, which is being able to 
contribute her personal values to her businesses. Also, a woman’s success is 
often self-defined as one who believes she can achieve intrinsic values such as 
flexibility, balance between work and family responsibilities and independence, 
and in which financial success would follow (Still and Timms, 2000). It is also 
perceived that increased confidence reduces the risk of entrepreneurial activity 
(Brindley, 2005).  
 


Successful Buddhist entrepreneurs in this research are the women located in 
Thailand and whose aspirations to earn their living through innovation in 
entrepreneurial activities, usually owning small businesses. Moreover, these 
independent women consider themselves as being successful as their 
businesses reap reasonable profits and they are satisfied with the rewards.  
 


 
Sustainable growth and development are created through entrepreneurs’ 
innovation (Ramadani, Gerguri, Rexhepi, Abduli, 2013).  
 


 
Sachayansrisakul (2008) has indicated in her research study that personal 
attributes; including three self’s which are Self esteem, self reliance and self 
respect, play an important role in the successful entrepreneurship. This study can 
be an extension of the previous research and also provides a further platform to 
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future studies of how to become successful entrepreneurs. One important key 
that shape personal values or attributes is religion. According to Dana (1995), 
religions which generate social values can influence entrepreneurship. It can 
view entrepreneurs as achievers or even failures. For instance, achievers are 
those who are successful, earn excess money and contribute to the 
communities. On the other hand, failures are those who choose entrepreneurship 
as a way to make money based on their greed and selfishness.  
 
As cited in Dana (2009): 
 
Williams & Zinkin (2007) mentioned in their study that those entrepreneurs with 
their religious backgrounds tend to be more socially responsible than those who 
are not.  
 
Guizo, Sapienza and Zingales (2003) discovered in their studies that Buddhists 
entrepreneurs were considered less lazy and more enthusiastic as compared to 
other entrepreneurs in other religions.  
 
Zingales (2006) also suggested that Buddhism complements and promotes best 
attitude towards capitalism.  
 
Buddhism has no objection against the entrepreneurship and in fact Lord Buddha 
encourages his followers since the Buddhist era to earn money enough for the 
entrepreneurs themselves, their families and extra funding and/resources to be 
shared with the communities and the less unfortunate people in their 
communities regardless of their demographic or socio economic backgrounds. 
According to the Vulnerable Dr. Somchai Dhannawutto (2012), Buddhism highly 
values honesty in any business operation and the religion does not approve of 
the following trading activities: 
 


1. Trading of weapons 
2. Trading of humans or in ancient times, no trading of slaveries 
3. Trading of poisons 
4. Trading of illicit drugs 
5. Trading of farming animals for killing for instance raising pigs to sell it as 


pork 


 
In this paper, success in terms of career as an entrepreneur is defined based on 
the mainly on the classic definition by Schumacher in his ‘Small is Beautiful’ book 
(1973), as cited in the Buddhist Studies (2015), quoted in the following: 
 
“While the materialist is mainly interested in goods, the Buddhist is mainly 
interested in liberation. But Buddhism is the Middle Way and therefore in no way 
antagonistic to physical well being. The keynote of Buddhist economics is 
simplicity and non-violence. From an economist's point of view, the marvel of 
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the Buddhist way of life is the utter rationality of its pattern - amazingly small 
means leading to extraordinarily satisfying results”. 
 
 
In other words, according to Buddhism, success in personal and business lives 
can be defined by:  


1. The entrepreneur’s ability to use his own well earned money to care for 
himself, look after the parents, to raise his own family including wife and 
children, and to support their employees as well as the friends in need.  


2. The entrepreneur’s ability to use his earned money to protect himself from 
the unfortunate events. In other words, money are set aside as safety nets 
for any unforeseen events. 


3. The entrepreneur’s ability to support the communities that he lives in. 
4. The entrepreneur’s ability to support the monks in the religion. 


From the above, it can be observed that Buddhism does not conflict capitalism, it 
portrays an ethical approach to doing businesses. If the above success criteria 
are achieved, the consequences lead to 3 stages of benefits leading to the 
following: 
 


a. The present benefits are health, wealth, status and happiness in family 
affairs. 


b. The foreseen benefits are the feelings of faith, pride, contentment, 
confidence and relief. 


c. The ultimate benefits are the enlightenment, mindfulness and 
understanding of lives and nature. According to Maslow theory of need is 
the Self Actualisation stage.  


 
Another basic Buddhist principles that guide the ethics of the lay Buddhists 
(excluding the monks and the nuns) are established on the 5 precepts;  


 
1. Abstain from killing 
2. Abstain from lying 
3. Abstain from stealing and/or abstain from taking something that is not 


yours. 
4. Abstain from extra marital affairs and it also covers any overindulgence in 


any sensual pleasure such as greediness as well as misconduct of a 
sexual nature. 


5. Abstain from consuming alcohol and/or other toxicants 
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The above five precepts are considered beneficial gifts not only to one’s self but 
also to others. They are the guide principles every lay Buddhist should follow at 
all times.  
 
METHODOLOGICAL CONSIDERATION  
 
This research is designed as a descriptive study using in-depth interviews with 
20 successful Buddhist entrepreneurs over a period of two months in Thailand. 
The sample were selected to be the population for this research because the 
researcher could be termed an insider of this particular grouping, this facilitated 
access to these communities and it also enhances the originality of the research 
methodology.  
 
The sample of successful Buddhist entrepreneurs was established through the 
author’s personal business networks in Thailand. Open-ended questions in the 
semi-structured interviews were used in the process of interviews.  
 
The interviews process started with general questions about the industries the 
respondents are operating their businesses in. The respondents come from 
various industries such as in health, retail and media industries. The interviewees 
were asked on the levels of their own Buddhist practices including 1) being 
Buddhists by names; 2) Medium Buddhist believers and practitioners. They are 
defined as regular temples visitors, do the basic religious rituals like merit making 
and food offerings to the monks, regularly pray; 3) Extensive Buddhist 
practitioners. They are the ones who meditate, practice merit making, and follow 
all the teachings by heart.  
 
Most of the Buddhist interviewees were classified as the group 2 as the medium 
Buddhists practitioners. They own different businesses from variety of industries 
like textiles, tourism, retails, service and food & beverages. They were all 
considered as successful as per the following criteria: 
 


 The businesses must not be one of the five prohibited professions by 
Buddhism (they are selling of drugs, firearms, human trafficking, live 
animals for killing, and poison 


 Success is defined by beyond the monetary terms, it is the capacity to add 
values to entrepreneurs’ selves, families, communities and stakeholders 


 They are registered businesses to ensure their legality 
 Their net equity must be positive (that is the total assets must be greater 


than their debts)  


 
Most of the interviewers have been entrepreneurs starting from 2 years to 5 
years and those who have been in businesses for more than 5 years and up to 
20 years accounted for 7 out of 20 respondents. 
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DISCUSSION OF FINDINGS 
 
The interview questions addressed the following research questions and the 
findings have been discussed subsequently as per below: 
 


A) What are and if the entrepreneurs’ goals in terms of financial; 
contribution to society; family; and personal outcomes have been 
achieved?  
 
All of them agreed that they were not overly successful in terms of 
financial rewards but they were happy to do what they enjoyed especially 
their business choices are something to help other people. For instance, 9 
out of 20 entrepreneurs started up their businesses with the intentions of 
helping other people in their communities. One entrepreneur said he 
wanted to help his community people get jobs locally in the rural areas of 
Thailand. One confectionary business owner said she would like to keep 
jobs local for some of the construction workers’ wives as this would allow 
the couples to stay together as families. One pharmacist said he wanted 
to improve his customers’ health through retailing health commodities. A 
political science graduate aspired to change the world when he started his 
business in retail. Another female entrepreneur had a good intention at a 
start to sell quality products to her customers and so that the monks 
receive high-grade offerings and also be the messenger of Buddhist 
teachings through her trades. (In Buddhism, monks have to be offered 
food and necessities for their consumption by the common people). Two 
of twenty interviewees wanted to become global business players.  Four 
out of 16 interviewees are going through business losses as a result of 
Thai economic downturn. Yet, they are still able to survive and positive 
that the economy will pick up and they will do well again in the near future. 
 
Most respondents said they chose their business because they wanted to 
do something good and something worthwhile for others. They believe in 
Karma (what goes around, comes around that is if you do good, you 
receive good and vice versa if you do bad things to other people). As 
such, they want to earn their living with good intention. 
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A retail business owner said: 
 
‘Buddhist teaching teaches me to have a good start in business and 
hence, a good business foundation. I always use good raw materials in my 
retailing business, I think good and I am honest. Even with my employees 
in my factory, I treat them well and try my best not to take advantages of 
anyone. I have compassion for my staff members, suppliers, and 
customers. And when my customers like my products, they tell others. The 
business is thereby successful because of word of mouth. Consequently, I 
do not need to rely on other marketing strategies’. She further believed 
that ‘her good merits are behind her success’. Once she receives her 
profits from her business, she donates some parts of her income to the 
less fortunate communities as well. This happens in her business cycle 
and finally achieves sustainable business.  
 
Another health shop retailer said she always been interested in health and 
therefore would like to promote good health among the communities. As 
such, she decided to start a shop that sells health related poducts and 
gadgets like organic produces and detox products. She likes to pray and 
meditates. She does not believe in hurting other people and/or animals. 
She strongly believes in honesty and strictly follows the five precepts. She 
said she is happy with her business because it helps promotes good 
health and profit is not a priority.  
 
An owner of a media company has successfully run her business over 10 
years. The owner herself is on a wheelchair but she has created this 
sustainable business based on honesty. She said her profit is not overly 
high but it is sustainable and it makes her independent despite being on a 
wheel chair.  She said her business is well known and she earns enough 
money to keep herself satisfied. She said she was once a tricky business 
person but after being practising Buddhism like praying and merit making, 
she attempts to minimise all the capitalist tricks when doing her 
businesses. She finds herself successful in being honest with all her 
stakeholders including her business partners and her employees.  
 
One retailer believes in moderation especially in terms of profit. She said 
she ‘moderately wants profit – not too much, not too little to exploit herself 
or others’. Again, she considers herself honest and truthful when selling 
her products to her clients. She sells good quality products at reasonable 
prices which reflects the good quality of her products. She does not 
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believe in cheating her stakeholders. She still wants her business to grow 
further and earns more income but based on happiness. 


 
 


To sum up, all interviewees want reasonable financial rewards and want to 
be able to be financially stable, with enough savings for leisure, safety 
nets, and be able to contribute to the humanity. At the same time, all 
respondents have the desire to do ethical business and eager to establish 
moral way of doing their businesses.  
 
 


B) Do the successful Buddhist entrepreneurs follow any religious 
principles that guide the business operation including HR, 
Marketing, Financial Management and whether the religion account 
for their success?  
 
There were five entrepreneurs who admitted that they were basic Buddhist 
practitioners and do not follow Buddhism religiously. They are willing to 
carry their businesses even if it requires them to tell lies as they are 
basically financially motivated.  
 
On the other hand 12 entrepreneurs considered themselves as mediocre 
Buddhist practitioners (level 2) and they strictly follow the five Buddhist 
precepts. They highly value honesty as their first priority when dealing in 
their businesses. They believe that they sell high quality products to their 
clients.   
 
Finally, the last group of extensive Buddhist practitioners, 4 out of 20 
always aim to do the right things. Despite being ambitious, they are 
straightforward in their business dealings. This causes them to be the 
least tricky, hence finding it difficult to use modern marketing campaigns to 
promote their businesses. Consequently, they choose to be manufacturers 
of their products rather than middlemen. They seek continuous 
development to improve themselves in order to balance the modern 
marketeers and Buddhist entrepreneurs. One key aspect is they are 
aware and admissive of their strengths and weaknesses which are ideal 
for entrepreneurs. 
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C) What model could be established to be a framework for other 
entrepreneurs? 


 
The last question dealt with the suggestion the respondents could share with 
other entrepreneurs. The health shop owner suggests that businesses should 
start with good intention, the owner should think about good things and the 
business should be transparent with the aims of helping others. This kind of 
business should succeed. One of the retail business owner also said 
businesses could grow from good connection and through your circle of good 
friends and business associates, so ‘you know you are not alone’.  


 
 


One model which could be established alongside with the Buddhist teaching 
is the Bestination model: Four effective means to success. It can be observed 
in a pyramid.  
 
 
 
 
 
 
 


 
 
 
 
 
 
 
 
The first stage being the basic that could be observed across all 
entrepreneurs that is they must have ‘Passion with Purpose’. This affects their 
business choices.  
 
Next, the second stage implies the diligence. The successful entrepreneurs 
must work hard to get their outcomes or purpose, whether it would be their 
financial goals or others.  
 
Third stage is to remain focus. Entrepreneurs must be focused on what they 
do, and how they do their businesses.  
 
Finally, evaluation and monitoring, it is important for entrepreneurs to 
continuously monitor and evaluate their business performances in order to 
achieve the ultimate destination which is the ‘Bestination for entrepreneurs’. 
Bestination is considered as one of the many approaches for the 


Evaluation	&	
Monitoring	


Focus	


Deligence	


Passion	with	Purpose	


BESTINATION	
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entrepreneurs to achieve not only the maximum financial gains but also 
entrepreneurs’ different aims and outcomes of their businesses performances 
including the benefits to their stakeholders and/or communities, which leads 
to a successful and a sustainable business outcomes. 
 
 
Some practical implications for successful entrepreneurs to achieve their 
Bestination for entrepreneurs are firstly to choose a wise and purposeful 
business choice which would yield benefits (financially and non-financially) to 
the business owners. In doing so, entrepreneurs have to work hard and smart 
to achieve such outcome. In the process, they should uphold honesty as top 
value in doing their businesses. For example, when it comes to pricing, the 
entrepreneurs would not unfairly set prices. So their pricing would be 
reflecting the true value of their products/services. They refrain from false 
advertisements. Alternatively, Buddhist entrepreneurs do not steal their 
competitors’ clients. Indeed, they work hard to serve their own customers and 
leave them to spread their words of mouth to promote the businesses. 
Entrepreneurs focus on what they do in their businesses, for instance, focus 
on one product/service at a time. Slowly expand their products ranges 
especially after they evaluate and monitor their outcomes. The key is for them 
to be aware of incomings and outgoings of their businesses.  


 
 
 
CONCLUSION 
 
To sum up, we found out that Buddhism is well adopted and applied in the 
businesses owned by twenty successful Buddhist entrepreneurs. Buddhism and 
entrepreneurship could be the drive to better society as a whole as well as 
improved business performances through the Bestination model. Ideally, the 
sustainable businesses are achieved through the influences of Buddhist 
teachings.  
 
The highly revered King of Thailand has emphasised the importance of 
sufficiency economy that is based on the Buddhist principles, that if everyone 
moderately invests and not being greedy, people and their country would 
prosper. Buddhist teachings can empower Thailand to pursue a balanced and 
sustainable development in the country especially in the globalisation period. 
Ultimately, by putting Buddhist economics into practice, the well-being of people 
as a whole will be improved.  
 
This paper suggests a systematic approach of implementing Bestination model 
into practice. . It anticipates developing firm fundamentals of businesses whilst 
being able to adapt to any unforeseen events whether they are economic crisis, 
natural disaster, and social dilemma. The suggested approach is similar to 
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common change management techniques as to implement ethical approach and 
moral conduct into business dealings amongst people and organisations. 
 


The findings in this study are significant both in terms of theoretical and practical 
standpoints as they contribute to the existing literature of entrepreneurship; 
especially it is the pioneer study of such themes as Buddhism and entrepreneurs. 
Specifically, entrepreneurship is considered as one of the important economic 
growth mechanisms that creates wealth and generates growth through 
employment, invention and diversity. This research adds to academic knowledge 
in entrepreneurship, especially in terms of stronger literature and information that 
future research can be built upon. 
 
There is scope to further expand this research by using Quantitative research 
methodology to generalize the results to other entrepreneurs elsewhere in 
broader contexts such as in the ASEAN communities as well. Further, more 
studies could be developed to study the success of entrepreneurs based on 
monetary and financial terms considering the growth, profit and loss of their 
businesses.  
 
Further research could also involve comparisons among different religions to 
assist entrepreneurs in different countries. Research could also study the impact 
of role models, whether such successful entrepreneurs have had any role models 
and whether or not these role models generally come from a similar ethnic 
community.  
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Extend business activities through aligning suppliers’ resources - 


results from a Dutch multiple case study in SMEs1 
Paper for the ACERE conference, Brisbane Australia 2016 


Abstract  
Aims: To explore how SMEs create value for their customers via corporate entrepreneurship 


related to their sales and supply activities.  


Scope: Apply a conceptual framework based on the Transaction Cost Theory (TCT) and the 


Resource Based View (RBV), and conduct 11 case studies in Dutch SMEs to understand how 


these SMEs create value for their customers by aligning resources from suppliers to their own 


and the customers’ demand.  


Paper structure: It introduces the research topic and discusses a conceptual framework and 


theory. It then describes the methodology to collect and analyse data and describes empirical 


finding. It discusses these findings related to the framework and literature and ends with first 


conclusions.  


Conclusions: The dataset SMEs use four types of Continuous Lines of Value (CLVs). A CLV is 


defined as an organized collection of activities that effectuate the value proposition to customers 


(sales), the purchasing (procurement) activities and the connection between these activities, all 


belonging to an identifiable pattern. These SMEs strive for low transaction costs but can invest in 


extrinsic product attributes to realize their value proposition. Both the TCT and RBV help to 


explain the purchasing activities in CLV. Further research is needed to strengthen and validate 


findings. 
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1. Introduction 


Although SMEs have limited resources, limited buying power, a limited customer group and the 


owner is busy with the daily hassle (Quale, 2002; Ramsey 2001), SMEs are also viewed as 


important contributors to national economies in terms of GDPs and employment (OECD, 2010). 


This raises the question in what manner SMEs are able to add that economic value. In line with 


Lambert and Cooper who stated that competitive advantage is realized on the chain level, not on 


the level of individual companies (Lambert and Cooper, 2000, 65), we will adopt a supply chain 


perspective to answer this question. A supply chain perspective is grounded in practice 


considering the estimation, that purchased goods and services can account for 50-90% of 


company’s costs of goods sold (Emiliani, 2010). Also a SME manager/owner takes a supply 


chain perspective when following the flow of goods when dealing with his organization and 
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possible changes within that organization (see e.g. Burns, 2001; Gadde and Hakanson, 2001). To 


gain competitive advantage the sales function seems to be an inherent entrepreneurial business 


function. The sales force is acknowledged as an important source of knowledge about customers 


and the market environment (Javalgi et al., 2014). According to Javalgi et al. (2014), sources 


from other channels can be generated as well to create competitive advantage. The organization 


should be configured to amalgamate the knowledge and information from the functional silos to 


turn into the firm’s success (Javalgi et al., 20014). In that line, operations which connect firm’s 


both sides are then of importance to generate the potential business opportunity (see Goodale et 


al., 2014, 117). This reasoning implies a level of internal alliance between boundary-spanning 


functions like marketing and sales, and purchasing (procurement). This internal alliance is 


directed at market opportunities and customer value enhancement (see Piercy, 2009). Purchasing 


and sales activities then are embedded in a chain of activities which link the business functions 


sales and supply. Piercy (2009) stated that internal alliances are directed at market opportunities 


and customer value enhancement. This can be the case for specifically SMEs when taking into 


account their SME characteristics as integral organisation and dependency downstream and 


upstream. Downstream by understanding the value proposition for the customer, and upstream by 


understanding how this value proposition is specified for suppliers and what the suppliers’ 


contribution is to the SME’s value proposition. 


Drawing on the idea of internal cross-functional alliances and chain perspective, we select 


two major theoretical domains; Transaction Cost Theory (TCT) and Resource Based View (RBV) 


to study the linkage of these activities. Brewer et al. (2014) concluded in their research into the 


decision of outsourcing procurement, that these two theories can be seen as complementary. 


Defee et al. (2010) conclude that TCT and RBV account for 20% of theory-informed studies into 


supply chain management. 


Resource Based View, especially following the contributions of Barney, poses that 


knowing how product-market competition develops, is not enough to understand sources of 


competitive advantage. One should also understand the suppliers market and the competition in 


the suppliers market to anticipate competitive advantages in the downstream-oriented product-


market. In this reasoning, the purchase of certain resources is done on the basis of the expectation 


that these specific resources will create added value in the product-market after the company has 


transformed these resources into specific products or services. In this reasoning sales/marketing 


i.e. the downstream-side of a company is directly related to the purchasing, upstream-side of a 


company (Barney 2012, Barney, 2001; Barney, 1991; Barney, 1986). Thus, it is not only 


organization’s resources which are deployed but resource acquisition and its deployment become 


part of studying entrepreneurship (see George and Bock, 2011, 86). TCT, the other selected 


theoretical domain, and especially following the elaboration by Wever et al. (2012), studies the 


question how companies simultaneously manage the risk at their supply- and demand-side. With 


this perspective Wever et al. shift TCT’s attention for bilateral transactions to transactions in a 


chain. They view transactions at either side of a company being dependent on each other. The 


level in which a company can handle this dependency between demand and supply, affects the 


management of the risk on the demand or supply side. Concluding, both theories address the 


interlinkage of sales and purchasing from their own perspective. In that sense TCT and RBV can 


indeed be seen as complementary theories; value creation (RBV) and on exposure to risks (TCT). 


Adopting the perspective of supply chain management is interesting to explain seemingly 


contrasting research findings e.g. in the domain of purchasing. From research, for instance, it 


appeared that purchasing knowledge, skills and capacity in SMEs seem to be less developed (e.g. 


Morrissey & Pittaway, 2006). However, Pressey et al. (2009) concluded that a lack of formalized 







 


purchasing does not necessarily indicate bad purchasing skills. Ellegaard (2006) found that SME 


owners are “effective” in their purchasing practices, and Staal & Walhof (2014) identified SME 


purchasing activities with a strong customer focus. The effectiveness of purchasing practices can 


possibly be explained by the connection of these activities to the sales activities of the firm. In 


line with the above theoretical line of reasoning, we can then hypothesize that the firm internal 


supply-sales interlinkages could also be a mechanism to cope with the SME’s relative dependent 


position in supply chains (see Hagelaar et al., 2014). 


The aim of this paper is to identify patterns in interlinkages of supply and sales activities 


and capture these in Continuous Lines of Value (CLVs). We define a CLV as an organized 


collection of activities that effectuate the value proposition to customers (sales), the purchasing 


activities and the connection between these activities, all belonging to an identifiable pattern2. A 


CLV is an abstraction that reflects a company’s series of cross-functional activities from customer 


to supplier, recognizing how value creation and risks are taken into account for example in 


activities with a customer, in internal activities and in activities with a supplier. A CLV hence 


captures cross-functional activities in its essence as they occur in reality. Developing such 


abstractions stimulates cross-sectional comparisons between companies’ purchasing activities. By 


means of identifying CLVs it becomes clear how SME procurement effectuates value to their 


customers. 


The theoretical contributions of this paper are threefold. We (1) acknowledge Barney’s 


RBV assumption of the nature of competitive advantage and Wever’s TCT assumption of 


simultaneously managing risk at the supply- and sales side, by identifying connections between 


the SMEs’ sales- and supply side. We acknowledge these connections by explicitly labelling them 


as CLV. The contribution to the research into the functioning of SMEs is (2) to identify patterns 


of CLV which represent ways in which companies realize their competitive advantage. Last but 


not least we will contribute to (3) the purchasing literature and especially how purchasing 


functions within SMEs. Little research has been done on purchasing and supply management (in 


short: purchasing) within SMEs (Christensen, 2003; Ellegaard, 2006; Quayle, 2002; Morrissey & 


Knight, 2011) and especially as a part of a pattern of activities aligning the firm’s sales and 


supply side. 


This paper discusses results from case study research in eleven Dutch SMEs. The research 


focuses on the value creation processes embedded in the supply chain of a SME (c.f. Porter, 


1985). The paper is structured as follows. We first discuss types of value propositions & the 


internal alliance to create value (section 2). We then proceed with developing a conceptual 


framework (section 3). This framework classifies four types of CLV with which a value 


proposition is effectuated. We then discuss the methodology (section 4) to collect and analyse 


data followed by the description of the empirical findings (section 5). We contrast these findings 


to our framework and literature (section 6) and end this paper with summarizing conclusions 


(section 7). 


 


 


2. Value proposition and internal alliance to create value 


Gaining competitive advantage is related to the strategy of a company. The activities of 


companies are targeted on reaching companies’ goals. Relating strategy to SMEs needs 


explanation. Strategy forming and execution in SMEs need not be an explicit process. In 
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Verreynne’s research on SMEs (2004), she found that strategy-making of SMEs differs from the 


more rational approaches commonly found in larger firms. She stated that the absence of rational 


strategy-making within (smaller) SMEs does not imply they do not work on strategy or their 


strategy would be less effective. This implies that although strategy may be more emerging then 


rational, SMEs can still have one of the above-mentioned implicit objectives. 


The overall company objectives are often derived from growth strategies (Ansoff, 2007), from 


competitor strategies (Porter 1985) or from customer strategies (Treacy and Wiersema, 1997). In 


line with supply chain thinking Treacy and Wiersema developed three generic strategies (value 


propositions) from the perspective of the market i.e. the value requested by the customers:  


- Product Leadership (PL) focuses on providing customers with the best product or service 


available on the market. Keywords: innovation and shorten time to market.  


- Operational Excellence (OE) is directed at achieving reliable and competitively priced 


products or services for the customer. Keywords: product portfolio, minimizing costs.  


- Customer Intimacy (CI) focuses on the deepest needs of the customer and to meet these 


needs. Keyword: optimizing life-time value for the customer.  


This research uses this basic set of value proposition strategies as they, in line with the 


theoretical starting points mentioned above coming from Barney (see above) and Wever (see 


above), recognize the external relationships that can be included in value creation activities and 


the internal organisational consequences. We assume that the value proposition influences the 


relations between the included functions like sales, supply, research and development. 


These internal alliances to reach companies’ objectives can take different forms. This point of 


differentiation in forms can be illustrated by giving an example from the business functions of 


purchasing. Purchasing is the activity connecting a company to its supply base (Knudsen, 2003; 


Kerkfeld & Hartman, 2012; Brewer, 2014). This boundary-spanning activity can be executed in 


different manners. According to maturity levels in purchasing (see Van Weele, 2005), purchasing 


activities can vary from ‘serve the company’ types of activities (ordering goods on the bases of 


arm’s length relation with suppliers) up to ‘world class’ (purchasing in which intensive internal, 


cross-functional and external collaboration with suppliers leads to optimal performance of the 


overall company). A level of purchasing maturity should fit, according to Rozemeijer and Van 


Weele (2007), with a governance structure with which a company manages these purchasing 


activities. Governance structure is described, from the perspective of company coherence, as a 


structure in which different parts of a company operate and are managed as one unit (Rozemeijer 


and Van Weele, 2007; in line with Williamson, 1985; see Section 3). The alignment between 


purchasing activities and other functional activities then determines the added value of those 


aligned activities for the company’s competitive advantage (Rozemeijer and Van Weele, 2007). 


 


 


3. Theoretical framework – four types of Continuous Lines of Value (CLVs)  


As a cross-functional alignment of activities is important to understand creation of 


competitive advantage and as different strategies generate different forms of competitive 


advantage (See section 2), a theoretical framework should address a classification of cross-


functional alignment in the form of CLVs. In order to build such a framework, two theories were 


selected that is TCT and RBV (See Section 1). From the perspective of identifying CLVs, both 


theories seem to be relevant. TCT focusses on governance of activities resulting in transactions 


by taking into account costs; i.e. costs related to collecting supportive information, negotiation, 


coordination, control & monitoring within a company and in relation with a supplier. RBV on the 


other hand thematises on value creation by focussing on resources of the focal company (FC) 







 


itself and the possible complementary resources of a supplier enabling the FC to design, produce 


and deliver goods and or services to their customer (see Brewer et al., 2014). CLV hence is a 


combination of the TCT’s governance level of boundary-spanning activities (the need to govern 


activities) and the RBV’s level of added value of the boundary spanning activities (the need to 


create value from activities). 


The core of TCT is the relationship between the degree of alignment or vertical 


integration and the related transaction costs. Transaction costs are the supportive information, 


negotiation and monitoring costs necessary for conducting transactions between companies. The 


degree of governance varies in a continuum from several independent companies operating in a 


spot-market versus one fully vertically integrated company. With governance in this context 


(Williamson, 1985) we mean ensuring consistency and transparency in management and 


oversight of an organization, to ensure an efficient and effective achievement of corporate 


objectives. Transaction cost will vary with the type of governance. A spot-market type of 


governance has less transaction costs compared to levels of integration between a company and 


its supplier. In this manner risk is reduced (see Wever, 2012). In literature asset specificity 


emerges as the predominant influencing factor of the choice of a governance structure. 


(Williamson, 1985; for an adoption to purchasing see e.g. Adams, 2004; Hoffmann et al., 2011; 


Brewer et al., 2014).  


Because of the nature of a CLV in which customer and supplier are linked via aligned 


activities, we will choose two specific theories within the field of RBV, i.e. Strategic factor 


market theory of Barney (Barney 2012, Barney, 2001; Barney, 1986) and his Attributes of 


resources approach (Barney, 1991). Attributes of resources are characterized by the extent in 


which they are valuable, rare, imitable and non-substitutable (Barney, 1991). Barney theorized 


that the purchase of certain resources is done on the basis of the expectation that these specific 


resources will create added value in the product-market after the company has transformed these 


resources into specific products or services. In this reasoning sales/marketing i.e. the 


downstream-side of a company is directly related to the purchasing, upstream-side of a company. 


This chain-oriented view on competitive advantage by highlighting the aligned relation between 


upstream and downstream-activities of a company, should lead to a competitive advantage. This 


requires that the alignment leads to value-creation which is rare amongst competitors and 


possibly costly to imitate. The question becomes then: to what extent do the attributes of the 


resources and of the process of how these resources are used (relating downstream to upstream) 


exhibit the competitive attributes mentioned. 


The identification of CLVs is based on the above-presented theories TCT and RBV. We assume 


that a value proposition is realized by aligning activities from a governing and value-adding 


perspective which will lead to a specific pattern of activities. In this pattern a company’s internal 


parties and suppliers are related in a specific manner to execute the activities. We acknowledge 


that CLVs derive from a company’s context factors following Rozemeijer and Van Weele (2007) 


who stated that the context of a company can explain why a certain governance structure is 


deployed (Section 3) and, we may add, why a particular series of value-laden activities are 


deployed. 


The combination of context factors are derived from TCT and RBV and used in the following 


framework. This framework3 assesses CLVs theoretically and distinguishes the following factors: 


- TCT’s induced level of asset specificity; this ranges from low (with a low need of specialized 


investments by the FC, the supplier or both in the purchasing-oriented activities to deliver the 
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value proposition), to high (with a high need of specialized investments by the FC, the 


supplier or both to deliver the value proposition). 


- RBV’s induced level of resource position of the FC vis-à-vis their supplier, to deliver the value 


proposition to their customer; this ranges from weak (where the FC needs precious [i.e. 


valuable, rare, non-imitable and non-substitutable] resources from a supplier to deliver the 


value proposition to their customer) to strong (where the FC needs commercially available  


[i.e. non-valuable, common, imitable and substitutable] resources from their supplier to deliver 


the value proposition to their customer). 


Combining the levels of asset specificity and the levels of resource position renders a CLV which 


enables the effectuation of a value proposition. Such a combination of levels enables: (1) the 


identification of general characteristics of CLVs and relating CLVs to a value proposition; (2) the 


elaboration on the governance needed to  realize such a value proposition; (3) the indication of 


the contribution of the FC and/or the supplier to realizing such value proposition. The matrix 


labels reflect the nature of the organization of CLVs. Figure 1 (overleaf) presents the combination 


of the dimensions and defines the characteristics of the CLVs. This leads to four theoretically-


based CLVs: 


1. Cross-functional focus supply-demand activities: is characterized by a weak resource position 


of the FC (expecting a supplier to deliver precious resources) and a high level of asset 


specificity (expecting specific investments from supplier and FC) to  realize a value 


proposition which is customer specific. To effectuate this combination of precious resources 


and high asset specificity a high level of integration of FCs’ internal activities (purchasing 


activities are interwoven with other functions such as marketing, sales, development, 


production) and between the FC and the supplier is needed. 


2. Cross-functional differentiated supply-demand activities: is characterized by a strong resource 


position of the FC (expecting a supplier to deliver commercial available resources) and a high 


level of asset specificity (expecting specific investments from the FC and or from the supplier) 


to  realize the value proposition of the customer. The specific investment of the FC implies a 


high level of integration of companies’ internal activities in combining common resources 


from suppliers with their own resources to achieve high added value for the customer (value 


proposition product leadership or customer intimacy). Between FC and supplier a level of 


integration is needed in the design stage of the product/service to connect the commercial 


available product/service of the supplier to the specific investment by the FC.  


3. Physically administratively efficient supply-demand activities: is characterized by a strong 


resource position of the FC (expecting a supplier to deliver commercial available resources) 


and a low level of asset specificity (not expecting specific investments from supplier) to  


realize the desired value proposition. A low procedural level of integration of the activities of 


the FC and between the FC and supplier is needed. 


4. Functionally negotiated effective supply-demand activities: is characterized by a weak 


resource position of the FC (expecting a supplier to deliver precious resources compared to the 


value proposition) and a low level of asset specificity (not expecting specific investments from 


supplier). The combination of more precious resources from suppliers and the low level of 


asset specificity (either from supplier or from FC) presupposes a value proposition including a 


product/service which is commercially available but with some small changes (in intrinsic and 


or extrinsic) quality which make it possible to  realize the value proposition. 


Section 5 ‘Empirical findings’ will illustrate how these theoretical CLVs are elaborated in the 


reality of SMEs and how these CLVs are embedded in the supply chain of these SMEs; starting 


from the downstream customer’s value proposition to the upstream supplier’s contribution to that 







 


value proposition. The empirically-based CLVs embedded in the SME supply chain will be called 


extended CLV. But first we will discuss the methodology used in this research. 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 
Figure 1: Framework of Continuous Line of Value (CLVs) as derived from theory 


 


 


4. Research methodology 


Approach 


To be able to explore CLVs we could not rely on earlier attempts in research to identify such 


integrated supply-demand activities. Earlier attempts on identifying integrated supply-demand 


activities for example in purchasing literature4 as a starting point for our classification are not 


suitable in the context of SMEs (Ellegaard, 2006). Such earlier established classifications were 


based on research done in large firms. However as for example argued in Hagelaar et al. (2014) 


and Torres & Julien (2005) and as originally stated by Cohn & Lindberg (1972): small companies 


are not mini-big companies. Hence their procurement activities will also differ (see also Ramsay, 


2007) and thus the integrated supply-demand activities will differ. An attempt to categorize 


supply-demand activities is argumented to be complex because of the alleged (extremely) wide 


variety in small companies (e.g. Morrissey & Knight, 2011). The small extent of literature on 


purchasing activities within SMEs, for example Adams (2004, 2012), Ellegaard (2009), James et 


al. (2011, 2012), Morrissey & Knight (2011), Paik (2009), does not classify supply-demand 


activities5. This research on CLVs hence cannot benefit from a priori guidance from extant 


research. The team therefore developed another analysis methodology and combined two basic 


approaches: 


- A deductive theory approach for classifying the cases with the theoretically-developed CLVs;  


- An inductive grounded-theory approach to analyse value-creating activities to explore (1) how 


the internal & external activities are organized in the identified CLVs, and to explore (2) the 


relationship between the CLVs and the value proposition.  


The CLVs are identified via combining ‘resource position’ and ‘asset specificity’. Following 


Malone and Crownston (1994) a manager’s key tasks are: (1) align activities within organisations 


                                                 
4 Classifications by Van Weele (1998, 2010) or by Aljian (1958) & England (1970), as cited in Wind (1970), or Robinson (1967). 
5 But this body of research revealed variables affecting the purchasing process as for example evaluated in Hagelaar et al. (2014). 
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and between organisations; (2) ensure that this alignment is executed with a certain objective. We 


hence analyse management of the activities within a CLV. 


Case selection 


To bridge the gap from the current state of having theoretically explored supply-demand activities 


to having insight in their empirical manifestations, we need to collect in-depth (rich) data. Case 


study is then the adequate research method. The company cases have been selected on the basis 


of their customer value proposition. This criterion was deployed following the assumption that 


there is a relation between the manner in which supply-demand activities are organized and the 


purpose of this way of organizing, effectuating a value proposition (see section 2). From this we 


assume a business-driven manner of value creation within SMEs (c.f. Rietveld, 2009). Being 


focussed on differences in CLVs, we selected 10 companies according to their value proposition: 


operational excellence, product leadership and customer intimacy (Treacy & Wiersema, 1995). 


The value proposition of each company was established at the start before entering the case study. 


We identified companies according to their value proposition as follows: 


 
Value proposition Company 


Operational excellence Provider of ICT services, producer horseshoes, packaging 


specialist, supplier of chair components 


Product leadership Designer and producer of visual intelligence apparatus, designer 


and manufacturer of ergonomic office chairs, carpet manufacturer, 


designer and producer of professional kitchens. 


Customer intimacy Trailer manufacturer, producer and processor of potatoes 


 


As you can observe the companies labelled in a certain value proposition differ in their branch. 


For example in the category Operational excellence the branches services, metal and packaging 


are assembled. 


 


Data gathering 


On the basis of the framework in Section 3, this paper describes case studies to explore the 


purchasing activities, and focusses on (1) recognizing CLVs in the FC’s activities, to underpin 


and strengthen their validity, and (2) analysing the internal and external governance of the 


relation between CLVs and their environment. The cases were investigated via multiple 


interviews. The unit-of-analysis was a series of supply-demand activities for a specific company-


strategic product for the FC’s customer market and on supply side activities for acquiring key 


components to manufacture this strategic product. The interviews mapped the activities from the 


FC’s customer up to the supplier(s) for these key commodities6. When defining the process flow 


via process mapping the team used the following approach (Figure 2) based on Jacka et al. (2011) 


and Eisenhardt (1989). 


 
1. Drafting a flow chart of supply-demand activities within FC. 


a. Goal: A flow chart per case (FC) is made of the activities from customer oriented initiation to resource requisition, and who 


were involved from developing and/or selling the product to purchasing resources.  


b. Method: individual case studies focussing on strategic/critical/main product offering & the upstream supply base.  


2. Analyse the flow charts with the supply-demand activities within FC 


a. Goal: (1) to identify steps in the overall process flow between the supplier (base) and the customer(s), and (2) to (classify) the 


coordination mechanism between the different steps. The coordination between different steps is typified by means of the 


coordination mechanism as defined by Mintzberg 


b. Method: individual case studies focussing on strategic/critical/main product offering & the upstream supply base. 


3. Identifying natural configurations of the Continuous Line of Values (CLVs) embedded in company’s activities 


                                                 
6 The focus on a key commodity from a supplier is a limitation in this research. 







 


a. Goal: to identify for each FC the configuration of the steps and the coordination between the steps. 


b. Method: individual case studies. 


4. Plot the empirically emerging patterns in the theoretical CLVs 


a. Goal: to identify ideal-typical patterns (CLVs) in the overall process/activity flows between supplier(s) customer(s). This is 


analysed by using three criteria: (1) analyse similarities and differences between the observed natural configurations both in 


and between the case studies, (2) internal logic of the sequence of activities (3) the frequency of specific patterns observed. 


b. Methods: cross case analysis, analysis survey and cross methods comparisons 


5. Validity testing of CLVs (future steps)7 


a. Goal: to establish CLVs as the basis for further research. Two criteria will be used in our next research step: (1) confirmation 


of the configuration and internal logic of CLVs (2) the level in which CLVs occur in SMEs reality. 


b. Method: Delphi study and survey. 


Figure 2: The steps used for collecting and analysing case data 


 


5.  Empirical findings from the 10 case studies 


Basic findings 


Deductive and inductive analysis of FCs with the intention to derive empirically based CLVs 


reveals the following: 


1. From the analysis it appears that the FCs effectuate their value proposition in a targeted 


manner with as low as possible transaction costs. The activities through which the value 


proposition is realized include activities towards customer(s), the internal purchasing-oriented 


activities and supplier-oriented activities. The value proposition seems to function as an 


aligning principle for the activities between the customer side and the supplier side of the FC. 


In that sense one could state that supply-demand activities are business-driven. 


2. We identified 3 steps in the overall business flow of activities: (1) outside-in, (2) inside, (3) 


inside-out. Each step centres around a specific transformation: (1) outside-in is about the 


transformation of the value proposition to the customer into requirements, (2) inside is about 


the transformation of requirements into specifications of resources, (3) inside-out is about the 


transformation of specifications to requisition of the resources. 


3. In line with the dimensions of CLVs (level of asset specificity and level of resource position) 


we conclude that (1) FCs either realize their value proposition stand-alone or in collaboration 


with suppliers and (2) FCs either require their suppliers to supply offerings on regular 


delivery conditions (price, time, transport) and regular products, or require special offerings. 


4. Concluding from the cases, we witness a stability in the supplier base of the FCs. 


 


Empirical Supply-demand activities plotted in CLVs 


We now discuss four CLVs with governance and environment details as derived from the FCs.  


 


CLV Physically administratively efficient supply-demand activities 


Table 1 shows how an provider of ICT services organizes its supply-demand activities. 


 
CLV characteristics ICT turn-key designer  


Value proposition (VP) ICT Design and assembly of offices on a high quality level at a reasonable price 


Party adding value FC: designs and assembles 


Added value supplier Standard ICT software and hardware 


Internal integration Low: ICT designers design on the basis of the regular offerings of suppliers 


Internal coordination  Standardization: checklist standard soft- and hardware 


External integration Low: general market conditions for ordering commodities 


External coordination Standardization: checklist on the website of the supplier 


VP (Treacy&Wiersma) Operational excellence: standardization in commodities, low transaction costs internally and externally 


Table 1: Extended CLV Physically administratively efficient supply-demand activities 


                                                 
7 Step 5 is not in the scope of this article. This step will be discussed in parallel and future papers. 







 


 


Standardization in products and processes characterizes this CLV in its governance and in its 


environment. In essence the FC delivers to its customers the commodities that it orders from the 


supplier. The FC’s added-value is assembling the separate parts into a functional ICT design for 


its customers. This leads to standardized, checklist-ordering which is in line with the intended 


value proposition. It results in the following extended CLV (Figure 3, overleaf). 


 
 


          


Supplier standard         effectuated  


commodities     VP: OE    VP: OE 
 


Figure 3: Extended CLV Physical administratively efficient supply-demand activities 
 


CLV Functionally negotiated effective supply-demand activities 


Table 2 shows how a horseshoe manufacturer organizes its supply-demand activities. 


 
CLV characteristics FC: horseshoes manufacturer 


Value proposition (VP) Standard horseshoes assortment at reasonable prices in a competitive environment 


Party adding value FC: manufactures and delivers horseshoes to equine industry 


Added value supplier Standard quality iron, reliable delivery  


Internal integration Higher: internal exchange between marketing, production, procurement to be able to order right amount 


Internal coordination  Mutual adjustment  


External integration Lower: agreement on price for a longer time 


External coordination Mutual adjustment on the basis of negotiation; standardization 


VP (Treacy&Wiersma) Operational excellence plus: price is negotiated for (periodic) reduction and stability; low transaction costs 


because of ordering within contour of agreement 


Table 2: Extended CLV Functional negotiated effective supply-demand activities 


 


Standardization is also an important driver for the value proposition in this pattern. However, 


negotiation on delivery conditions adds extra value. In this example it is price but it can also be 


negotiating regular product characteristics. In the latter case the effectuated VP will be on product 


leadership. The deviation from the regular delivery conditions and/or product characteristics 


gives this pattern its competitive advantage. It results in the following CLV (Figure 4). 
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Figure 4: Extended CLV Functional negotiated effective supply-demand activities 
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CLV 3 Cross-functionally differentiated supply-demand activities 


Table 3 shows how the visual intelligence company organizes its supply-demand activities. 


 
CLV characteristics FC: visual intelligence innovation driven company 


Value proposition (VP) Developing innovative software made applicable for practical usage at a reasonable price 


Party adding value FC + supplier: in cooperation developing the overall product 


Added value supplier Delivering applicable solutions on the basis of regular soft- and hardware, to enable the companies’ 


innovative software function in practice 


Internal integration High: internal exchange between marketing, production, procurement to be able to develop software and 


relate to the supplier 


Internal coordination  Professional knowledge exchange 


External integration High: external exchange matching regular soft- and hardware to innovative FC’s software 


External coordination Professional knowledge exchange 


VP (Treacy&Wiersma) Product leadership: joint development of visual intelligence equipment 


Table 3: Extended CLV Cross-functionally differentiated supply-demand activities 


 


The added value is delivered by both FC and supplier. The product is based on standard 


components from the supplier but these must be matched with the FC’s specific input into the 


design of the overall product. This specific contribution of the FC implies that knowledge and 


skills of the supplier are needed to integrate the suppliers’ components to the FC components of 


the product. There will be transaction costs in this matching process and possibly in formulating 


specific delivery conditions. Additional transaction costs can occur when parties formulate an 


agreement for their cooperation. The customer value proposition will be Product Leadership 


when the matching process is dominant. Should there be other specific requirements for the 


delivery conditions (price, transport), the customer value proposition will be Product Leadership 


Excellence (PLE). It results in the following CLV (Figure 5). 
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Figure 5: Extended CLV Cross-functional differentiated supply-demand activities 


 


CLV 4 Cross-functionally focus supply-demand activities 


Table 4 shows how a trailer designer & manufacturer organizes its supply-demand activities.  


 
CLV characteristics FC: designer and manufacturer of trailers 


Value proposition (VP) Designing and manufacturing trailers tailor made for specific requirements of customers 


Party adding value FC + supplier: in cooperation developing the overall product 


Added value supplier Designing and manufacturing axles which align to the specific trailer wishes of the customer 


Internal integration High: internal exchange between marketing, production, procurement to be able to develop software and 


relate to the supplier 


Internal coordination  Professional knowledge exchange 


External integration High: external exchange matching regular soft- and hardware to specifically customized trailer 


External coordination Professional knowledge exchange 


VP (Treacy&Wiersma) CI: tailor made trailer for specific customers’ requirements 


Table 4: Extended CLV Cross-functionally focus supply-demand activities 


 


A FC and a supplier jointly design a product which the FC brings to the market. The product is 


based on knowledge and skills of each partner and their joint product development activities. 


Transaction costs occur in exchange of knowledge and skills during the development. The 
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development may also lead to joint investments. Specific delivery conditions can be made for 


tailoring the supply. Extra transaction costs can occur in establishing the relationship between FC 


and supplier. The actual customer value proposition is Customer Intimacy when the activities of 


the design process are dominant. Should there be specific requirements for the delivery 


conditions (price and transport) the customer value proposition can be Customer Intimacy 


Excellence (CIE). It results in the following CLV (Figure 6). 
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Figure 6: Extended CLV cross-functional focus supply-demand activities 


 


 


6. Discussion 


This paper focussed on the theoretical underpinning and classification of supply-demand 


activities and their empirical manifestations. The empirical manifestations were investigated by 


means of 11 case studies. In mapping these empirical manifestations we tested the theoretical 


classification of the supply-demand activities. The results show that the theoretical classification 


has an empirical base. We also observed that not all supply-demand activities as presented per 


company comply completely with the theoretical CLV. The difference might be explained from 


the perspective that CLVs are ideal-typical and that the extended CLVs may deviate from such 


theoretically-rationalized CLVs. 


This seems to question the functionality of the classification for practice. We could however state 


that the found classification and its empirical representations can generate suggestions for 


companies on value creation (see Kelley, 2011, 81). The CLVs can be viewed as new resource – 


demand combinations which can result in effectuating value propositions (see Goodale, 2008, 


116). Especially SMEs with their characteristics as informal organization and lack of resources 


could use such patterns, as actively using supplier resources could extend the borders of their 


company and could lead to achieving their value proposition.  


 


1. Transaction Cost and Resource Based View.  


At the basis of the CLV lies the combination of TCT and RBV. TCT in the sense of the 


governance, level of integration within the chain, and RBV for the added value of resources both 


in the sense of the intrinsic and extrinsic product attributes. This combination seems to capture 


the nucleus of the way purchasing activities in the FCs are organized to  realize a value 


proposition. This gives insight in how SMEs organize their purchasing activities in line with their 


value proposition. 


 


2. Business-driven purchasing.  


Although in literature business-driven purchasing as a concept has been presented as a concept 


for the future (see Rietveld, 2009) or for advanced purchasing (see Hartmann et al. 2011), on the 


basis of this case study research we could conclude that this seems a daily reality for the FCs. 


This is in line with the characteristics of SMEs being companies with interwoven functional 


activities. This has as consequence that purchasing part of the detailed CLV in its environment 


can only be understood and explained by considering the extended CLV. 
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3. Supplier influence.  


In the four CLVs we see that suppliers to a varying degree help to realize value propositions for 


the final customers. In line with managing a customer decoupling points within a company’s 


supply chain (cf. Hoekstra et al., 1992) this paper would propose a similar reasoning indicating 


the impact of the suppliers in the chain. We define this as: the extent to which a supplier impacts 


(influences, contributes to) the realisation of a value proposition by the FC for its end customers. 


This supplier contribution will vary between a high impact where the specialised supplier and the 


FC jointly realize a product offering to end customers, and a low impact where the FC realizes 


offering to the end customer and uses a commodity supplier. 


One explanation for the structure of these four types of demand chains can be the FC’s external 


environment (see e.g. Welker, Van der Vaart, Van Donk, 2007). One possible environmental 


variable could be the dependency on a sole supplier. This dependency can for example result in 


an additional purchasing activity (e.g. arranging a long-term contract) in order to safeguard the 


Operational Excellence value proposition. Another way in which environmental variables can 


affect the FC appears from the ICT services company. Its customers appreciate the value 


proposition i.e. designing ICT for their organisations based on standard components. These 


standard components enable this FC to realize a value proposition. The IT designers of this FC 


use a standard checklist (components available with several suppliers) to design an IT offering to 


customers. In daily practice the FC then orders the necessary components with one of the two 


regular suppliers. These suppliers will deliver the components based on standard conditions. The 


FC has no explicit agreement with these suppliers. The supplier market has sufficient other 


potential suppliers for these standard components as the suppliers’ terms of delivery have been 


incorporated in the FC’s terms of delivery towards its customers. In this case the environment 


enables a streamlined operation for the FC without further transaction costs. Worded differently, 


the FC and his supplier (upstream) and customer (downstream) form a seamless supply chain (cf. 


Towill, 1997, Johnsen et al., 2014, 213).  


Within the dataset only this ICT-services company exhibits such a seamless chain. The other FCs 


do not show such a seamless chain with regard to their purchasing-related activities. In those 


instances the FC for example arranges a long-term contract or the FC organizes transport from 


the supplier. We interpret these additional activities (see Hoekstra et al., 1999) as necessary for 


realizing the value proposition (operational excellence) to customers. Considering the FC’s 


competitive environment and its scarcity in resources (see also Hagelaar et al., 2014) we suggest 


that SMEs will try to avoid such ‘extra activities’ because of the extra transaction costs they 


entail. Transaction costs we found in the FC include extra man hours, specialist know-how or 


extra supporting equipment or control systems.  


 


4. Low transaction costs.  


In line with the simple organisation of Mintzberg (1971) the FCs in the dataset keep their techno-


structure and support staff as small as possible. The FCs show some purchasing activities from 


these business functions (ordering products and aligning ordering with production planning 


within more or less explicit company policies). However these activities seem interwoven with 


other activities within the strategic apex and sometimes between the apex and middle 


management and operational core. The dataset shows that all activities are preferably executed 


within the operational core. In this manner it becomes understandable how the FCs ‘cope with 


purchasing’ without labelling certain activities as purchasing activities. The FCs integrate 


purchasing directly in their other primary activities (Porter, 1985). This is in line with our demand 







 


chain thinking from the value proposition. The purchasing activities appear to be aligned within 


the value-adding primary activities. Hence it becomes clear that with everything an SME is said 


to lack (from a negative perspective) the FCs in our dataset do achieve business results.  


We could interpret the fact that FCs have stable suppliers (either deliberately planned or emerged 


over time) results in stability for the FCs at their upstream-side. This could explain the low 


priority SMEs in general have for the purchasing processes. The supply side has lower levels of 


risks and uncertainties compared to the downstream customer side. The FC sees itself in a 


dependant position towards the customer with respect to the FC’s financial turnover and the FC’s 


business continuity. 


The previous two paragraphs discussed ways to keep the span-of-control (complexity) as low as 


possible as each addition would cause higher transaction costs and will only occur when this 


brings clear benefits. Having regular suppliers (emerged or planned) can be interpreted as 


realizing stability at the supply side of the FC. Restating the core of the transaction cost theory – 


when the environment cause uncertainties or causes the need for asset specificity (investments in 


a specific supplier relationship), only then the FC will extend the span of control. The above 


observations can hence be explained from the theory of the transaction costs, including 


stabilizing the supplier base for reducing uncertainties with regards to the supply of critical goods 


and services needed for the customer value proposition. A simple solution here seems selecting 


and maintaining a relationship with good suppliers without formal agreements. 


 


7.  Conclusions 


This paper uses a conceptual framework to define four Continuous Lines of Values (CLVs) 


related to purchasing activities for strategic commodities in SMEs. Via multiple case study 


research in FC SMEs findings suggest that: 


1. Purchasing-activities in such CLVs can be related to the FCs’ customer value propositions.  


2. A combination of deductive and inductive approach works in deriving CLVs. 


3. CLVs in the FCs can be explained by combining the Resource Based View and the 


Transaction Cost Theory.  


4. Purchasing in the FCs seems to be business-driven. 


5. The supplier influence downstream is comparable to the customer influence upstream.  


6. FCs strive for low transaction costs, but can also invest in extrinsic product attributes to 


realize their value proposition. 


The 11 case studies cannot be a basis for general conclusions. More research is needed to 


strengthen and validate these findings. 


Corporate entrepreneurship focuses on transforming established organizations through strategic 


renewal of processes to take advantage of new business opportunities (see Goodale et al., 2011; 


Morris et al., 2008). As entrepreneurship is oriented at exploring new product-market 


combinations, 
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MOTIVATION AND OBSTACLES TO YOUTH ENTREPRENEURSHIP IN SOUTH 
AFRICA: AN EMPIRICAL SCHOOL LEAVER’S PERSPECTIVE 


 
ABSTRACT 
Youth unemployment remains a concern in South Africa. Self-employment could be an alternative 
career choice.   The purpose of this paper is to investigate what school leavers regard as 
motivations and obstacles to self-employment.  A qualitative study was conducted by eliciting 
responses from 181 participants from six different schools in the Eastern Cape province in South 
Africa. This paper indicates that the youth has considered self-employment as an alternative to 
being employed. The empirical results identified wealth accumulation, being unemployed and 
independence as the strongest motivators and lack of financial support, fear of failure, as well as 
lack of knowledge, skills and experience as the biggest challenges to self-employment.   
Suggestions on the role of teachers, subject choice and co-curriculum activities in motivating 
school leavers to consider self-employment, were provided.  
 
INTRODUCTION AND BACKGROUND 
Poverty and unemployment remain two of the biggest challenges in South Africa. The latest 
unemployment figures released by Statistics South Africa (2014) showed that unemployment 
continues to rise, in particular youth unemployment. It was further indicated that 70 percent of 
people in South Africa who start an informal business do so because they are unemployed and 
have no alternative source of income.  It is a well-known fact that South Africa’s entrepreneurial 
activity lags behind, notably, opportunity driven entrepreneurship.   
 
Since the first non-racial democratic elections on 27 April 1994 various aspects of the South 
African society have undergone dramatic changes. Two of the most important transformations that 
took place was in terms of education and workplace transformation. However despite the 
transformation in education, the South African school and education system is still not adequate 
due to its apartheid legacy.  Prior to the democratic elections there were different schools for 
different races. Schools are now categorised according to their  funding type such as government 
funded schools also known as public schools, independently funded schools also known as private 
schools, and governing body-funded public schools (formerly known as Model C schools) which 
receive government funding, but relies on funding from parents and alumni to top up government 
funding shortages. The governing body-funded public schools charge a school fee rate which 
ranges between that of private and government public school fees.  The role of the higher 
education sector in the global enterprise economy should not be underestimated (Preiss 2010). 
 
Entrepreneurship is a way of alleviating poverty and unemployment which may lead to job 
creation (Maina 2014:88).  Higher education institutions offer entrepreneurship or business 
management as a subject but a great deal of disparity exist with regards to the content and quality 
of entrepreneurship education programmes (Leffler, Svedberg & Botha 2010:312). It was 
mentioned by Gore and Fal (2010:20) that the South African tertiary education system is not 
suitable to enhance entrepreneurial skills. However, the mere exposure to a course in 
entrepreneurship might not necessarily lead to an entrepreneurial intention to start a business 
(Muofhe & Du Toit 2011:347).  
 


Against this background, the aim of this paper is to determine the motivations and challenges of 
South African school leavers to self-employment. The rest of the paper is structured as follows: 







firstly, the problem statement is highlighted, the extant literature relevant to push and pull 
motivational factors of entrepreneurship and the exogenous and endogenous factors that pose 
challenges to business start-ups, is thereafter indicated. This is followed by a description of the 
research method and procedures used in the study. The results of the qualitative findings are next 
discussed. Finally, conclusions and recommendations, as well as limitations and suggestions 
regarding future research are offered. 
 
PROBLEM STATEMENT 
Although the government spends almost 20 percent of its budget on education, the inequalities of 
the past have not been fully redressed (Preiss 2010). The poor education system in South is a 
serious obstacle to youth entrepreneurship. Another obstacle is the unintended consequences of 
Black Economic Empowerment (BEE) policies which has inhibited entrepreneurial activity among 
black youths as companies are willing to pay a premium price to attract black employees. This 
entices them away from the risk and difficulty of starting their own businesses (Jones 2013).  BEE 
is a specific South African government policy to advance economic transformation and enhance 
the economic participation of previously disadvantaged black people in the economy. (Department 
of Trade and Industry 2007).  In the South African context, black people is a generic term for 
Africans, coloureds and Indians (Kruger 2011:209).  In the context of BEE, black people include 
women, workers, the youth, those with disabilities or living in rural areas (Kruger 2011:209). BEE 
therefore has an impact on all white South Africans.   
 
In South Africa, the question has been raised as to whether entrepreneurship has been sufficiently 
exploited as an alternative to formal employment. Martinez, Puentes and Ruiz-Tagle (2013:28) 
point out that the provision of entrepreneurship education and training is inadequate. The attitude 
of young entrepreneurs are also problematic as 40 percent of young South Africans regard fear of 
failure as a strong inhibiting factor to self-employment, with especially the black and coloured 
population youths being inhibited (Jones 2013).  It was also found that 42 percent of the South 
African youth aged between 18 and 24 years are not employed or studying.  The questions that 
comes to mind are, did these young people consider entrepreneurship as an alternative to 
employment, and what do they regard as motivation and challenges to self-employment?   
 
LITERATURE REVIEW 
Motivational factors that encourage entrepreneurship 
In the context of entrepreneurship, factors that motivate individuals to consider entrepreneurship 
as a career choice are often referred to as push- and pull factors. The alluring attributes of 
entrepreneurship as an attractive career choice are referred to as pull factors, whereas push factors 
leave people with no other choice than to consider self-employment. (Dawson & Henley 
2012:698-700). Table 1 illustrates the most common push- and pull factors that encourage 
entrepreneurial activity. 
 
 
 
 
 
 
 
 







Table 1: Motivational entrepreneurial push and pull factors 
Pull factors Push factors 


 Desire for independence 
 Autonomy 
 Greater control 
 Independence of mind-set 
 Desire to transform an opportunity/social need into 


a marketable idea 
 Increase personal wealth  
 A strong interest in the family business 
 Entrepreneurial family background 
 Financial and social support from parents 


 Job insecurity 
 Dissatisfaction with previous 


employment  
 Difficulty finding another job due to 


no other employment options  
 Monetary/financial reasons 
 Family obligations 


Adapted from: Birdthistle (2008:561); Cañizares & García (2010:770); Dawson & Henley 
(2012:698,700) Farrington & Venter (2011:69); Kirkwood (2009:348); Orhan & Scott (2001:235); 
Wang, Lu & Millington (2011:37) 
 
In addition to motivational factors there are also challenges that can deter people from self-
employment. 
 
Challenges that discourage entrepreneurship 
Challenges faced by entrepreneurs may act as a deterrent for entrepreneurial activity. These 
challenges often presents itself in the external environment which is beyond the entrepreneur’s 
control (exogenous factors), or are internal (endogenous factors) where it is within the 
entrepreneur’s control to overcome them (Nagy, Pete, Gyorfy, Petru & Benyovski 2010). These 
challenges are depicted in Table 2. 
 
Table 2: Entrepreneurial challenges  
Environment Specific entrepreneurial challenges 


Exogenous  Macro-economic e.g. geographic area and region restrictions, inflation-, 
interest-, unemployment- and exchange rates  


 Socio-cultural e.g. lack of access to public infrastructure, resources and role 
models, crime, health and culture problems 


 Political institutional e.g. macro-economic policies, unfavourable business 
environment, the legal system, bureaucracy, lack of public support  


 Market opportunities e.g. lack of demand and supply, access to markets, 
severe competition, locational disadvantages, market uncertainty 


Endogenous  Previous experience e.g. lack of education, training, working experience, 
business ownership and industry specific restrictions 


 Demographics e.g. young age, gender inequality, family background, lack of 
exposure to role models 


 Human capital e.g. personal characteristics, lack of capabilities, abilities and 
skills 


Adapted from: Alstete (2008); Arcand (2012:43); Beeka & Rimmington (2011:148); Birdthistle 
(2008:555); Fatoki & Chindoga (2011:162, 163); Forbes (2005:628); Geldhof, et al.et al. 
(2013:439); Gill & Nahum 2012:657);  Goliath, Farrington & Saunders (2014:7); Ishiguro 







(2015:45);   Raposo, Paco, Do & Ferreira  (2008:408); Shinnar, Giacomin & Janssen (2012:470); 
Sindambiwe & Mbabazi (2014:465); Williams & Williams (2011:31); Zoltan & Szerb (2007:116)  
 
RESEARCH METHODOLOGY 
A qualitative paradigm is used, in particular an exploratory and descriptive approach where the 
aim is to identify and describe what motivates school leavers toward self-employment and what 
they perceive as challenges to choose self-employment as a career option.   
 
Population and sample 
The population comprises school leavers in South Africa in both public and private schools. A 
purposive convenience sample was obtained from the private-, government public- and governing 
body funded schools in Nelson Mandela Bay, Eastern Cape in South Africa. To be included in the 
sample participants should have been in their last six months of attending secondary school 
education.  Six schools were willing to participate in the research, to include, two private-, two 
government public- and two governing body-funded schools.  
 
Data collection 
Data was collected using an interview schedule which was administered at the participating 
schools. Ethics approval was obtained from the Nelson Mandela Metropolitan University’s ethics 
committee and the Department of Education.  An appointment was made with the school 
principals to explain the purpose of the study, provide them with proof of the ethical clearance and 
to obtain permission to distribute the interview schedules to school leavers.  The school principals 
have put a specific teacher in charge to distribute the interview schedules.  The researchers briefed 
these teachers by explaining the purpose of the study, emphasised that learner participation is 
voluntary, and that the questions must be answered with as much detail as possible to obtain 
meaningful responses.  A total of 300 interview schedules were distributed at the participating 
schools, but only 181 were returned or deemed to contain adequate responses to justify analysis.   
 
The paper-based interview schedule contained two sections. In Section A, two dichotomous 
questions were presented, asking the participants whether they consider self-employment and 
whether they think they may find a job upon leaving school.  Two open-ended questions probed 
what will motivate school leavers toward self-employment, and which challenges they perceived 
will prevent them from doing so. Section B solicited background information of the participants’ 
demographic profile with regards to gender, age, ethnic affiliation and the home language spoken.  
 
Data analysis 
For the purpose of this paper and as advised by Patton (2002:41) the data analysis strategy used 
are inductive analysis. After the collection of all the completed interview schedules, it was sorted 
into the three types of school categories.  One of the researchers then transcribed the data using the 
exact words and language as documented to create an audit trail. Thereafter the data was coded 
using summative content analysis.  According to Hsieh and Shannon (2005:1283), if a summative 
content analysis does not go beyond searching for the recurrence of particular words or content, 
then it merely is a manifest content analysis.  However, the responses were not just analysed based 
on observable text, but interpreted within the context of the type of school, race or even gender. 
Inductive coding took place.  Tesch’s process as cited in Creswell (2009:186) to identify relevant 
themes and sub-themes were followed to ensure a systematic analysis of the data.  The researchers: 







 read through all the transcriptions and jotted down ideas as they came to mind to obtain a sense 
of the whole interview; 


 abbreviated the topics as codes and wrote the codes next to the relevant sections of text within 
the interview schedules, and checked for new emerging categories or codes; 


 identified the most descriptive words for themes and converted these into categories, while 
reducing the categories and grouping together related topics;  


 clustered the data (text material) belonging to each category in one place and performed a 
preliminary analysis indicating frequencies of the occurrence of subthemes and main themes; 


 recoded the existing data where necessary through member checking by both researchers. 
 
Objectivity of the coding process was ensured as both the researchers were involved in the coding 
process to avoid researcher subjective bias. Investigator triangulation was ensured as the two 
researchers that are experts in entrepreneurship and familiar with data analysis of qualitative 
research studies, interpreted the data.  
 
Data was thereafter analysed using the constant comparative analysis method by comparing the 
themes and sub-themes to observe differences and similarities between the motivations to and 
challenges of self-employment of school leavers and to determine which themes are related. This 
required the refining and renaming of some of the main themes and subthemes.  These findings 
were then summarised in a frequency table to present findings that were generic or specific to 
some participants only.  The main themes were first put in chronological order according to the 
highest frequency of the main themes, followed by the sub-themes. 
 
Trustworthiness  
In qualitative studies, trustworthiness is the corresponding term used to measure the quality of 
qualitative research. According to Fenton and Mazulewicz (2008), in qualitative research, four 
issues of trustworthiness demand attention, namely credibility, transferability, dependability and 
confirmability.  Credibility was ensured as participants were in the life cycle stage where self-
employment may have come to mind. The findings can be regarded as credible as participants 
were surveyed at school to ensure the correct sample completed the interview schedule. The 
teachers in charge ensured voluntary participation to further obtain meaningful credible responses. 
Dependability was ensured as all interview schedules and transcripts were retained should an audit 
be required. The researchers used inter-rater checking to confirm agreement on the codes allocated 
to the themes and sub-themes to ensure some conformability. As the participating schools were 
private-, government public- and governing body public schools, transferability is possible.  It is 
relatively safe to assume that all learners, regardless of province, may have similar motivations 
and experience similar challenges to self-employment. 
 
The key research findings are highlighted in the following section. 
 
EMPIRICAL RESULTS  
Table 3 summarises the biographical profile of the learners surveyed.  
 
 
 
 
 







Table 3: Results of biographical data of participants 
Item Description Frequency 


Gender Male 87 
Female 94 


Age in years 
 


17 25 
18 118 
19 30 
20 5 
21 2 
22 1 


Ethnic affiliation 
 


Indian 7 
South African Black 34 
White 127 
Coloured 12 
Asian 1 


Home language 
 


English 140 
Afrikaans 9 
Xhosa 28 
Zulu 3 
Sesothu 1 


 
As can be seen in Table 4, 94 of the 181 participants interviewed were females. Most (118) 
participants were 18 years old. The youngest participants were 17 years old while the oldest were 
22 years old. Most (127) of the participants were white learners. It could be that previously 
disadvantage learners did not have aspirations to start a business and therefore chose not to 
participate in the survey, despite most of the participating schools having learners of all ethic 
affiliations.  The majority (140) of the participants indicated English as their home language.  
 
One hundred and eighteen of the 181 participants would consider starting their own businesses, 
while 177 are confident they will find a job upon completing their school education.  This points 
to a positive mindset towards the conditions in the labour market, although unrealistic considering 
the current unemployment rate in South Africa.  It is rather positive that so many participants will 
consider starting their own business, thus one could assume that the results of the study may be a 
true reflection of their motivation towards self-employment and the perceived challenges that may 
prevent them from doing so.   
 
Analysis of the results of school leavers’ motivations to start a business 
One participant did not provide a motivation as he is already interested in starting his own business 
so need no motivation to do so. Of the 63 participants that do not have a desire to start a business, 
47 participants provided motivations. Table 4 shows the 236 responses obtained from the 164 
participants.  Some participants provided more than one motivation.  Table 4 also depicts a 
summary of the main- and subthemes identified from the content and constant comparative 
analysis on the motivations of school leavers to self-employment.   
 
 
 







Table 4: Results of the motivations of school leavers to start a business 


Main themes Sub-themes 
Frequency of 
sub-themes 


Frequency of 
main theme 


Personality traits Need for independence 47 


76 


Being passionate about an idea 12 
Having an entrepreneurial mind set 7 
Being flexible 7 
Risk taking propensity 1 
Having the right personality 1 
Like challenges 1 


Financial independence Wealth accumulation 59 


64 
Possibility of a higher income 2 
Control over income earn 2 
Ability to support family 1 


Market opportunities Identifying a market gap 24 


30 
Good idea presenting itself 3 
Proposition from friends or family  2 
Favourable market economy 1 


Employment insecurities Being unemployed 21 


28 
Finding secure employment 2 
Becoming dissatisfied with first job 2 
Finding worthwhile work 2 
Black Economic Empowerment 1 


Ego needs Focus on personal success 12 


16 
Focus on personal reputation 2 
Being self-confident 1 
Having control over people 1 


Social community 
outreach 


Creating job opportunities for others 11 
14 Serving public needs 2 


Enabling youth development 1 
Business support Support of friends or family  8 


11 Other businesses in the family 2 
Someone to provide advice 1 


Business acumen Having required skills 4 


7 
Already have a business  1 
Have the ability to sustain the business 1 
Having required capabilities 1 


Financial support Finding an business investor 1 
5 


Obtaining start-up capital 4 
Working environment 
benefits  


Live healthy lifestyle  2 
3 


Work from home 1 
Last chance No university acceptance 1 


2 
No career interest  1 


Total 236 
 
From the summative content analysis eleven main themes emerged for the motivations of school 
leavers to self-employment.  Several sub-themes come to light within each of the main themes. 
Personality traits and financial independence were identified as the top two motivators for school 
leavers to self-employment. Important motivators for school leavers to self-employment were also 
market opportunities and employment insecurities. Social community outreach principles and the 
availability of business support are regarded as motivators by school leavers to self-employment. 
In contrast to literature, having the necessary skills and the ability to obtain financial support are 
hardly regarded as motivators to self-employment by school leavers. Of interest is that two 







participants indicated to start a business is their only hope if they do not get accepted into the 
university stream or if there is no other career they find worth pursuing. 
 
Within the sub-themes, 59 participants indicated wealth accumulation as a motivator for self-
employment while 47 participants will do so to be independent. To quote: 
 “To be wealthy and to live a healthy lifestyle”; 
 “ A strong desire to be in control and do things my own way”; and 
 “Independence it provides, opportunities to earn more than salaried work”. 
 
These responses were mostly obtained from the government public school leavers.  Other 
participants appear to think that their motivation for self-employment stems from being able to 
earn a higher income than being employed, and that they will be able to support their family and 
have financial independence as they will have full control over their income earned. Private school 
leavers related having a business to earning a higher income and to be financially independent. 
Other personality traits indicated as possible motivators for school leavers towards self-
employment are having the right personality, an entrepreneurial mindset, being flexible, having a 
risk taking propensity, liking challenges and being passionate about what they want to do. Male 
participants from governing body schools seem to be self-confident about having an 
entrepreneurial mindset. 
 
Personality traits as well as ego needs play a role in motivating school leavers towards self-
employment, to quote “I am motivated to start a business due to my personality and business 
orientated mind. I want to become a success and earn good money from a young age. The ability 
to be independent and put my ideas into action also motivates me”.  Another participant links ego 
needs to passion and says: “The opportunity to make a name for myself and to have a job and do 
what I love will motivate me to start a business”. 
 
These responses were from private school leavers. Of interest is that three female participants also 
refer to working environment benefits such as living a healthy life style and working from home as 
drivers for self-employment.  It seems that the two participants that indicate a healthy lifestyle 
seem to think that being self-employed means not having long office hours with adequate time for 
exercise or leisure activities.  Having a home-based office reduces travel time as well as providing 
flexible work time, especially if planning to start a family. 
 
Eleven participants also had the noble intentions to start a business in terms of social community 
outreach and personal gain.  As one participant notes: “What motivates me is that I would be 
making my own income, would be creating job opportunities for many and would make an income 
for myself”. Other participants mention that they are motivated to self-employment to serve public 
needs and enable youth development.  It seems they will favour employing young people in their 
business. This was an interesting finding forthcoming from government public school leavers who 
would like to improve the standard of living in their communities through job creation. 
 
To be presented with an idea or opportunity in the marketplace was also a motivator towards self-
employment, in particular if there is a gap in the market or if having support from their parents.  
These participants indicated, amongst others: 
 “If I saw a gap in the market which ensured a high income and my parents agreed to help me in the 


beginning I will start a business”; 
 “If I saw that there was a gap in the market and I wanted to use my expertise to assist the community”.  







Of interest was that most of these participants were white governing body school leavers.  Support 
structures such as friends and family or having a family business will also prompt school leavers to 
self-employment. Having business acumen and support from somebody that can advise them were 
also indicated as motivators to self-employment. To quote: 
 “Finding someone with enough experience to help me start my own business”; 
 “To know that I am able to and know that people will be supporting me in different ways”. 
 
Most private school leavers supply this motivation to start a business.  Other necessary motivators 
for self-employment are the ability to sustain the business, having capabilities and skills and the 
fact that because a participant already has a business, he feels equipped to start another business. 
 
On the other hand employment insecurities were also identified as “pushing” school leavers 
towards self-employment.  As one participant indicates: “There are not many job opportunities 
and Black Economic Empowerment makes it very difficult for white people to find employment”.   
Unemployment forces many people towards self-employment out of desperation and it also seems 
to be the case with school leavers.  Another reason that may prompt school leavers to self-
employment was dissatisfaction with their first job. It appears that although they are going to try 
and find employment in the marketplace, they regard starting a business as a back-up plan if being 
dissatisfied in their jobs. It is rather interesting that two participants will be motivated to self-
employment only as an alternative for not finding worthwhile work. 
 
Analysis of results of school leavers’ challenges to start a business 
Of the 63 participants that do not have a desire to start a business, 27 did provide their opinions on 
possible challenges to self-employment, while two participants could not think of any challenges 
that will prevent them from doing so. Table 5 shows the main- and sub-themes identified from the 
content and constant comparative analysis on the challenges of school leavers to self-employment.   
 


Table 5: Results of challenges of school leavers to start a business 


Main themes Sub-themes 
Frequency of 
sub-themes 


Frequency of 
main theme 


Lack of financial 
support 


Lack of financial resources and support 94 


97 
Problems to obtain capital 1 
Cannot expect assistance from parents 1 
No money allowance 1 


Personality qualities Fear of failure 29 


53 
Lack of confidence 8 
Lack of effort 7 
Laziness 6 
Lack of courage 2 


Lack of business 
acumen 


Lack of experience 11 


52 
Lack of knowledge, education, skills 34 
Lack of maturity/too young 3 
Not trained to start a business 3 
Lack of ability to think analytically 1 


Lack of business 
support 


Discouragement from others 22 


24 


Lack of access to networks 1 
Lack of support from older generation 1 


Legal requirements Lengthy legal processes 6 
Taxes 9 
Black Economic Empowerment requirements 4 


Unfavourable market Too much business competition 1 16







Main themes Sub-themes 
Frequency of 
sub-themes 


Frequency of 
main theme 


conditions No visible market gaps 2 
Lack of opportunity 4 
Lack of unique ideas 3 
Economic recession 5 
Market timing wrong 1 


Lack of resources Lack of equipment 2 
4 


Lack of time 2 
Financial insecurity No steady income 1 


3 Lack of incentives 1 
Desire for financial stability 1 


Family background Disadvantaged background 1 
3 Drugs and alcohol 1 


Family problems 1 
Media releases Insufficient business opportunities advertised 2 


3 
Discouraging start-up business press releases  1 


Society prejudice Racism 1 
2 


Sexism 1 
Employment security Job insecurity 1 1 


 
From the content analysis twelve main themes emerged as challenges for school leavers wishing to 
start a business. Several sub-themes come to light within each of the main themes. Lack of 
financial assistance was the most cited challenge for self-employment and is in congruence with 
literature findings.  Personality qualities and lack of business acumen were identified as the next 
two top challenges for school leavers that may prevent them from starting a business.  Twenty nine 
black participants regard the risk attached to starting a business or fear of failure as challenges to 
self-employment, while 34 participants indicate lack of knowledge, educations and skills.  To 
quote: 
 “Starting a business are made to seem like a risk and that if you don’t go to university after high school 


your life is over”; 
 “I feel insecure that the business won’t be successful and that I won’t get money as capital”; 
 “Not believing in yourself and not having funds for starting the business is a challenge”; and 
 “I am having no idea where to begin, what to sell or how to do it”. 
 
One female participant mentions that she cannot expect financial assistance from her parents while 
another black participant indicates he receives no allowance which makes it impossible to save 
money to start a business. Lack of knowledge, education and skills were indicated by 34 
government public school participants as challenges for self-employment, while some regard 
themselves as too young or immature, or not experienced enough.  These findings could be 
attributed to the quality of education in government public schools in South Africa. 
 
It is interesting to note that six black school leavers regarded laziness as a personality quality that 
may prevent them from starting a business.  This finding points to these school leavers regarding 
having a business as hard work.  Lack of the required effort needed, lack of business support and 
meeting legal requirements were also regarded important challenges to self-employment. As 
participants indicated:  
 “Discouragement from parents, adults and peers and not having confidence in your product or service 


and failure”;  
 “Older generations don’t support younger generation” and 







 “Lack of knowledge about how to go about doing so. Lengthy legal processes and filling out piles of 
documentation”. 


 
These responses were mainly obtained from governing body and private school participants. 
Twenty two participants mention that in conversations with other people they are discouraged to 
start a business due to the high failure rate thereof.  One participant indicates that there is not 
really a network support for novice businesses.  Paying high tax rates and meeting Black 
Economic Empowerment requirements for businesses are also regarded as challenges by white 
school leavers and may prevent them from starting a business.  Unfavourable market conditions 
were regarded to a much lesser extent as challenges for school leavers towards self-employment. 
As mentioned by two white private school participants: 
 “Competition with larger companies, the possibility of not making a profit, not earning a steady income 


will prevent me from starting my own business”; and 
 “The recession is a major challenge! People are nervous to put themselves out there and risk their 


money during an economic crisis”. 
 
Having equipment is not really regarded by school leavers as an obstacle to start a business. Lack 
of time may be attributed to the need to study as the school leavers are in the final stage of high 
school education.  Financial insecurities are regarded by three black participants from government 
public schools as a challenge, as said by one participant: “Most of us are scared that they will not 
make enough money and that the business will not succeed”.  Family background was indicated as 
challenging if you come from a disadvantaged background, having family problems at home or 
when there are drug or alcohol abuse prevailing in the household.  
 
The media also seems to make it appears that starting a business is challenging. As one white 
private school participant points out: There is no advertisements about funding, support groups, or 
any encouragement or indication about business opportunities”. A white female participant points 
out that due to racism and sexism, it is challenging to be self-employed. This could be attributed to 
affirmative action in South Africa and the notion of women not being taken serious in the business 
world. Another white participant from a governing body school indicates that: “People or parents 
are forcing their kids to go into a career because of security reasons’.  
 
CONCLUSIONS AND RECOMMENDATIONS 
Nearly two thirds of the participants would consider starting their own businesses, while a vast 
majority is confident that they will find a job upon completing their school education.  This points 
to a positive mindset towards the conditions in the labour market although unrealistic considering 
the current unemployment rate in South Africa.  It is rather positive that so many participants will 
consider self-employment and one could thus assume that the results of the study may be a true 
reflection of their motivation to do so or the perceived challenges that may prevent them from 
doing so.  It must be noted that entrepreneurial intention does not necessarily lead to starting a 
business which may be the reason why South Africa lags behind in entrepreneurial activity.  
 
The empirical findings of the motivators are intertwined with the challenges to act as an 
encouragement or discouragement to business start-up for school leavers.  There are also 
associations in-between most of the themes which can act as opportunities (motivators) for and 
threats (challenges) to self-employment by school leavers.  The empirical findings of this study 
concur with findings on pull factors identified by Dawson and Henley (2012:700) such as the 
desire for independence, to increase personal wealth, an interest in the family business and the 







desire to transform an opportunity or social need into a marketable idea as motivating factors for to 
start a business.  On the other hand the empirical findings confirmed push factors such as lack of 
an income, family obligations, job insecurity, dissatisfaction with previous employment, or when 
no other employment option are available, as motivators towards self-employment as identified by 
Dawson and Henley (2012:698).  Exogenous factors identified by Zoltan and Szerb (2007:116) 
such as lack of favourable market opportunities as well as business- support and acumen, have 
been confirmed in this study. On the other hand employment insecurities, unfavourable market 
conditions through increased competition, access to money or capital, high tax rates were all  
confirmed in the study by Cañizares and García (2010:777) as challenges to self-employment.  
Concurring with the findings by Arcand (2012:43), encouraging business start-up endogenous 
factors are community networks and a favourable family background while lack of business 
acumen and experience are perceived as challenges to business start-ups by school leavers.  
 
In congruence with literature (Dawson & Henley 2012:700), wealth accumulation and 
independence are by far the most motivating factors for business start-ups amongst school leavers. 
Other motivating factors but to a much lesser extent is not finding employment or that there is a 
gap in the market gap. This points to self-employment not being their first choice, but that only if 
they are presented with a challenge (not finding employment) or opportunity (a gap in the market), 
they will consider self-employment. Statistics South Africa (2014) showed that youth 
unemployment is problematic and this might be why there are so many people starting informal 
businesses to have a source of income. Of interest was that quite a few school leavers regard their 
passion, striving for personal success, or to create job opportunities for others, as motivating 
factors that would drive them to start their own business.  This findings is not surprising as in 
South Africa, the community plays an important role in applying ubuntu principles. Ubuntu means 
to care about one’s fellowmen and is based on generosity and altruism.  Since apartheid it was 
promoted by business people and intellectuals as one of the tenets of business (Coetzee 2010). 
 
The three main perceived challenges that will prevent school leavers in South Africa from starting 
their own businesses are lack of funding and business acumen as well as fear of failure.  Several 
authors (Fatoki & Chindoga 2011:163; Gill & Nahum 2012:657) confirmed that lack of funding is 
by far the most limiting factor for self-employment. Of concern is the fact that not many regard 
their lack of business experience as a challenge to self-employment. This is in contrast with 
literature findings (Geldhof, et al.et al. 2013:439; Ishiguro 2015:45) that indicate that lack of 
business experience is by far the biggest obstacle to starting a business. Interesting to note was that 
negativity of other people was also an influential factor that could prevent school leavers from 
self-employment upon leaving school.  This negativity might contribute to what was found by 
Jones (2013) that 40% of young South Africans, in particular the black and coloured population 
indicate fear of failure as a strong inhibiting factor for deciding to start a business.  In the 
empirical findings of this study it was also indicated that BEE seems to detract white school 
leavers from self-employment or can prompt them to do so.  In literature Jones (2013) mentioned 
that BEE is regarded as an obstacle to black entrepreneurial activity as they are enticed away from 
the risk and difficulty of starting their own businesses as companies are willing to pay a premium 
price to attract them.  Few school-leavers regard competition as a challenge for self-employment, 
despite it being a real challenge. However, it may have been subconsciously in the minds of the 
young black South African school leavers as many indicated inadequate education as a challenge 
which mean that they may not cope with business competition and therefore it may result in 
business failure.    







Although some generic literature findings on motivation and challenges to self-employment are 
confirmed, this paper provides additional insight into what motivates specifically South African 
school leavers at their young age towards self-employment and what they perceive to be real 
challenges that will prevent them from pursuing it as a career choice. It was also interesting to note 
the differences with regards to race, gender and type of school attended.  Governing body school 
school leavers seems more confident about their abilities to start a business and to identify market 
opportunities.  Private school leavers appears to regard themselves as having the right personality 
for self-employment, that they will earn a higher income if doing so and that if knowing where to 
go for support, it will prompt them to start a business. Government public school leavers indicate 
that they would be motivated to start a business for wealth accumulation, independence and for 
social community outreach purposes but add that lack of education and experience will pose a 
challenge to do so.  Females may choose self-employment to work from home or to have a more 
balanced life between work- and leisure time.   
 
Self-employment as a career option should be promoted firstly at school level by teachers and 
parents.  Secondly, the South African government should make business studies a compulsory 
school subject as it could provide background information for those considering self-employment 
and for those pursuing employment, some idea of the business setting. In addition, 
entrepreneurship co-curriculum activities should be encouraged by implementing market days and 
business plan competitions and inviting successful entrepreneurs as guest speakers. The prizes 
won in these events should further encourage these young people towards entrepreneurship and 
could include training courses, mentoring and some monetary contribution for business growth.  
Thirdly, school leavers should be made aware of youth programmes at schools, not just in media 
invitations. Those in charge of these programmes should be experienced enough to implement it 
successfully. The school leavers should undergo stringent screening for participation in these 
programmes. The programmes should not just offer funding but business training in an incubator 
setting for at least six months, with ongoing mentoring assistance. 
   
LIMITATIONS AND FUTURE RESEARCH 
It is acknowledged that the sample size was limited in terms of participating schools and that the 
research findings of this article cannot be fully generalised to the entire population. Despite this 
limitation the research conducted in this paper is bound to make a valuable contribution to the field 
of motivation of school leavers towards self-employment and what they perceived to be the 
challenges preventing them from doing so. Since entrepreneurship and its impact on the economic 
growth of a country is such an important topic, there are many interesting possibilities for future 
research with regards to motivators and challenges of business start-up which include: 
 Extending the sample to include other provinces and comparing the differences in opinions of 


school leavers between the provinces;  and 
 To explore the role culture play as motivating or deterring factor amongst school leavers. 
 
CONCLUDING REMARKS 
The youth in South Africa must have the courage to believe in themselves and be motivated 
towards –elf-employment and not just rely on the labour market to supply them with a job. From 
the findings it seems they are motivated to start a business but by the same token are aware of the 
challenges they will face to do so. Although financial support is acknowledged as a constraint, 
there is youth entrepreneurship funding opportunities available.  With most people having access 
to the internet, it is no longer an excuse to be unaware of funding or business opportunities.   
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Growing Corporate Entrepreneurship Culture in a Professional Service Firm - The 
Contribution of In-house Education 


 


Abstract: 


This paper presents an in-firm exploration of the construct of corporate entrepreneurship. 
Entrepreneurial behaviour is becoming increasingly important for all firms, regardless of size, 
age, or industry sector (Kraus 2013). Of the various dimensions of firm-level entrepreneurial 
orientation identified in the literature, it is argued that culture broadly defined, is the single 
common theme underlying all forms of corporate entrepreneurship. However, the presence of 
an innovation culture per se is insufficient to label a firm entrepreneurial (Anderson, Kreiser, 
Kuratko & Hornsby 2015). Rather, it is demonstrated that this label be reserved for firms that 
use innovation and education as mechanisms to redefine or rejuvenate themselves, their 
positions within markets and industries, or the competitive arenas in which they compete. A 
Corporate Entrepreneurship Climate Instrument (CECI) (Ireland, Kuratko & Morris, 2006) is 
used to gain an understanding of the internal environment at a Professional Services Firm and 
assess what parts of the internal culture and climate are fostering or inhibiting 
entrepreneurship within the firm. These findings are compared with an assessment by the 
owners of the impact of in-house entrepreneurship education over 5 years, has had on the 
culture of the firm. Theoretical linkages are drawn demonstrating how entrepreneurship 
education can catalyse corporate entrepreneurship and lead to innovation, competitive 
advantage and combating threats of disruption to its core business.   


Introduction: 


The notion of ‘entrepreneurial health’ is at the heart of the Ireland, Kuratko and Morris (2006) 
concept of corporate entrepreneurship, and the measurement of such an ‘Entrepreneurial 
Health Audit’ is based around the importance of culture in understanding the phenomena. 
Ireland et al (2006) have shown a strong correlation between corporate entrepreneurship 
strategy (CES) in manufacturing industries and employee engagement in entrepreneurial 
behaviour, using knowledge as the foundation for continuous and successful innovations as 
they do so. When exercised within a vision-directed CES organisation, Ireland et al (2006) 
report ”more organization-wide reliance on entrepreneurial behaviour that purposefully and 
continuously rejuvenates the organization and shapes the scope of its operations by 
recognizing and exploiting entrepreneurial opportunities that are oriented to innovation”. A 
strong corollary is the associated development of an entrepreneurial mindset, or a “way of 
thinking about opportunities that surface in the firm’s external environment and the 
commitments, decisions, and actions necessary to pursue them, especially under conditions of 
uncertainty that commonly accompany rapid and significant environmental changes. When 
adopting an entrepreneurial mindset, “organizational actors increase their ability to sense 
opportunities and mobilize the resources and knowledge required to exploit them” (Ireland, 
Kuratko and Morris 2006, part 2). One might argue that all of the above mentioned 
entrepreneurial tasks are critical to a successful corporation. However, we can expect that 
those professional service firms (PSF) with well-developed entrepreneurial behaviours and 
skills should be the more successful innovators than their less skilled counterparts.  


Indeed Anderson et al (2015) “delineate between entrepreneurial and conservative firms 
according to their entrepreneurial orientation (EO): the decision-making practices, managerial 
philosophies,   and   strategic   behaviours   that are entrepreneurial in nature, with 
entrepreneurial referring to three components — innovativeness (the introduction of new 







 


products, processes, and business models), proactiveness (actively entering new 
product/market spaces and seeking market leadership positions), and risk taking (a 
willingness among strategic decision makers to contribute resources to projects with uncertain 
outcomes)”(Anderson, Covin, and Slevin, 2009). In addition a substantial body of EO 
research has shown that entrepreneurial firms generally outperform their more conservatively 
managed peers (Rauch, Wickland & Lumpkin, 2009). Anderson et al (2015) define EO “in a 
manner as the joint exhibition of observed entrepreneurial behaviours and a managerial 
inclination at the strategic decision-making level favouring actions with uncertain outcomes”. 
In reconceptualising EO, they consider the totality of such firm behaviour is exhibited when 
both entrepreneurial behaviours and managerial attitude are coupled with risk taking at the 
firm level. As noted by Miller (2011) and Covin and Lumpkin (2011) the issue is whether EO 
is fundamentally a  behavioural phenomenon or whether it represents some kind of attitudinal, 
philosophical, or dispositional characteristic among strategic decision makers (Covin & 
Wales, 2012). 


The current rate of disruption within the business world is transforming the way we live and 
work as life continues faster than ever before.  The increase of globalisation, knowledge 
sharing, accelerating rate of change and disruption around the world has seen the way the 
world does business change dramatically.  The success and survival of organisations today is 
reliant upon their creativity, innovation, discovery and inventiveness (Martins & Terblanche, 
2003).  According to Forbes Magazine, the current average lifespan of a successful S&P 500 
company is 15 years, as compared to 67 years during the 1920’s (Kalb, 2013). Stories of 
‘companies which were once great but are now gone or on their way largely because they 
stopped innovating’ are all too common (Kalb, 2013).  An example of this is Kodak.  For 
most of the 20th century Kodak had the dominant market position of photographic film and 
by 1976 had 90 percent of market share of photographic film sales in the United States of 
America (Rees, 2012).  However, during the late 1990’s Kodak struggled financially due to 
the slow uptake and provision of digital technology to customers as compared to many of 
their competitors.  In 2012 Kodak filed for bankruptcy resulting in the sale of closely held 
patents to competitors such as Apple.  


The professional services industry, including law firms, is not immune to change or business 
disruptions.  The industry is currently experiencing unprecedented changes such as 
technology changes, speed of regulatory change and an aging population.  These threats must 
be addressed and threaten the success and long term survival of a 20 year old firm, the subject 
of this case study. The ‘do nothing’ approach carries a risk similar to the Kodak story. A 
professional services firm seeking to find an appropriate strategy must find ways to continue 
to be successful, learn quickly, is ahead of the game and see change coming rather than 
reacting to changes when it is too late and survival becomes the driver of actions. The firm 
needs to find ways to institutionalise innovation, use it to stay ahead of the game and stay 
away from the fat, dumb and happy syndrome where innovation doesn’t play a part. 
‘Wherever innovations come from, however they are done, and in whatever part of the 
business they occur, the firm needs to continuously innovate or risk dying’ (Kalb, 2013). 


Entrepreneurial firms thus play a crucial role in the innovations that lead to technological 
change and productivity growth. In short, these firms are about change and competition 
because they change market structure - “the market economies are dynamic organic entities 
always in the process of "becoming," rather than an established one that has already arrived. 
They are about prospects for the future, not about the inheritance of the past” (Kuratko & 
Hodgetts, 2004). Anderson et al, (2015) posit for such entrepreneurial firms, “(1) EO   is   a   
multidimensional construct consisting of two noninterchangeable dimensions - 







 


entrepreneurial behaviours and managerial attitude towards risk; (2) there is positive 
covariance between these two dimensions; and (3) both dimensions are fundamentally 
necessary for EO to exist”. They argue that entrepreneurial behaviours, though necessary,  do 
not sufficiently capture EO’s conceptual domains. Importantly it is the managerial proclivity 
towards pursuing projects with uncertain outcomes is an additional necessary condition. It is 
also argued entrepreneurial behaviours and managerial attitude towards risk are conceptually 
and functionally distinct.  


In the professional service firm studied for this case study, there was agreement amongst 
some partners to consider entrepreneurial education, for staff, as a strategic means to prepare 
staff and the firm for future development and competition. A number of universities offer 
major qualifications in entrepreneurship and innovation.  This number has increased steadily 
since the first post-graduate program commenced in 1986 at Swinburne University of 
Technology to over 16 in Australia and numerous courses in under-graduate degrees.  


Based on the experience of world-wide programs, it is clear that entrepreneurship, or certain 
facets of it, can be taught.  Given the widely accepted notion that entrepreneurial ventures are 
the key to innovation, productivity, and effective competition (Plaschka & Welsch, 1990), the 
question of whether entrepreneurship can be taught is obsolete. Ronstadt (1987) posed the 
more relevant question regarding entrepreneurial education: What should be taught and how 
should it be taught? 


After much discussion, negotiation and risk assessment the firm agreed to select a university 
accredited post-graduate degree for study by staff. However, it was argued that the most 
effective strategy in seeking to develop an entrepreneurial culture in-house was to both fund 
and accommodate the customised teaching courses within the firm rather than sending 
individual staff members to the university. In 5 years, 85 staff has completed at least one 
qualification in entrepreneurship at the Graduate Certificate, Graduate Diploma and Masters 
Level. Significantly 11 staff has graduated with the Master of Applied Innovation and 
Entrepreneurship in 2015 with more to follow in 2016.  


This paper examines the strategic development of an entrepreneurial environment within a 
large established professional financial services firm, and seeks to evaluate the effectiveness 
of this extensive in-house education on the development of staff entrepreneurial culture and 
the innovation propensity and performance of the firm in terms of Entrepreneurial 
Orientation.  


Methodology:  


A combination of research methods was used in this study. Part 1 assesses entrepreneurial 
health. Part 2 reviews partner perspectives of entrepreneurial culture and the influence of 5 
years staff education on firm performance. 


Part 1- Entrepreneurial Health; 


The framework adopted by the professional services firm to promote a CES and 
entrepreneurial behaviour as an integral component of its workplace culture and activities 
includes: commitment from top management; dedicated courses in entrepreneurship; teaching 
from in-house case studies; selecting assessment of in-house opportunities; trialling and 
resourcing innovative projects; and including program as part of HR development and 
promotion. Evaluation of this framework and the resultant culture and entrepreneurial 







 


behaviour is provided by application of the Ireland et al. (2006 part 2) ‘Entrepreneurial Health 
Audit’ of management and staff behaviour.  


Since then, the CECI has been further refined and validated, published and applied in multiple 
field settings. Results have shown acceptable levels of internal consistency (Davis, 2006), 
Hazelton, Gillin, Lindsay, Kitson & Brown, 2013). 
 
The CECI evaluates a firm’s environment by asking 78 Likert-style questions, grouped into 5 
sections. These sections are based on the five organisational factors identified by Hornsby, 
Kuratko and Zahra (2002) as essential to stimulating and enhancing CE (Ireland et al, 2006, 
part 2). They are outlined below: 
 


Organisational Factor  Importance to CE 


Management 
support. 


The  willingness  of  managers/partners  to  facilitate  and  promote 
entrepreneurial  behaviour    including  championing  ideas  and 
providing resources 
 


Work 
discretions/autonomy 


Managers/partners  commitment  to  tolerate  failure,  provide 
decision‐making latitude and freedom from excessive oversight and 
to delegate authority and responsibility to lower level management 
 


Reinforcement.  Development  and  use  of  systems  reinforcing  entrepreneurial 
behaviour  
 


Time availability  Ensure  that  individuals  and  groups  have  time  needed  to  pursue 
innovations and that  jobs are structured  in ways to support efforts 
to achieve long and short term goals 


Organisational 
boundaries 


Explanations  of  outcomes  expected  from  organisational work  and 
development  of  mechanisms  for  evaluating,  selecting  and  using 
innovations 


Table 1 CECI Organisation Factors (Ireland et al, 2006, part 2) 
 


The CECI thus assesses a firm’s entrepreneurial intensity at a point in time by assessing the 
participant’s answers to the questions based on whether they strongly disagree, disagree, 
unsure, agree or strongly agree with the questions (within their immediate area of work). Each 
of the 5 sections is then scaled using a scaling index and a number between 1 and 5 for each 
section is calculated. An overall score is then calculated between 1 and 5 to indicate the level 
of entrepreneurship at a point in time. 
 
High scores (4 or 5) suggest the climate supports entrepreneurship. Low scores (1 or 2) 
suggest the climate doesn’t support entrepreneurship and a score of 3 suggests the climate 
may support entrepreneurship. The score also indicates the ‘degree to which its employees are 
prepared to engage in entrepreneurial behaviour as exercised through innovative, risk-taking 
and proactive actions’ (Ireland et al, 2006, part 2, p 30).  The instrument provides an 
indication of a firm’s likelihood of being able to successfully use a CE strategy.  The CECI 
allows the firm to identify parts of the firm’s structure, control systems, human resource 
management systems, and culture that inhibit and parts that facilitate entrepreneurial 
behaviour as the foundation for successfully implementing a CES (Ireland et al, 2006, part 2).  
 
Part 2- Assessing Partner Perceptions; 
 







 


It is well known that the quality of leadership displayed by top management plays a critical 
role in driving entrepreneurial behaviour and an entrepreneurial culture that support the 
development of innovations (Dess et al, 2003; Kipp, 2001). In order to further ascertain the 
level of commitment of the senior management of the PSF to the creation, development, and 
preservation of an entrepreneurial culture, a qualitative research methodology comprising 
interviews was used. This methodology is a recognised research method when carried out in a 
thorough and transparent manner, and its value lies in its ability to pursue systematically the 
kinds of research questions that are not easily answerable by quantitative methods (Coffey & 
Atkinson, 1996). As Coffey and Atkinson (1996, p. 153) observed, “the generation of ideas 
can never be dependent on the data alone. Data are there to think with and to think about.” 
Interviews provide an in depth understanding of how and why a top management team can 
adopt an entrepreneurial strategy, and facilitate the creation of an environment that supports 
an entrepreneurial culture where this strategy can be implemented. 
 
Results:  


Part 1 


93 people from the professional services firm (PSF) (a firm of approximately 600 people) 
were surveyed. Approximately 15 percent of the firm was surveyed and participants from 
various divisions and levels from within the firm were sought.  
 
Of the 93 surveyed, 81 responses were complete and collected (87 percent response-rates). 12 
were incomplete and have been disregarded from the results and findings.  
 
The same survey was given to a comparative law firm of about 250 staff.  The survey 
received a response rate of 21.5% from the general staff, a 30% response rate from Principals 
and a 20% response rate from Managers and Senior Associates.  The principals are essentially 
the owners of the law firm and the ultimate decision makers. 
 
The results for the PSF were collected and summarised using the categories listed below: 
 
Table 2 PSF  Types and Levels of Firm Structure 
FIRM WIDE PER DIVISION TYPES LEVEL IN ORGANISATION 
  Private Clients  Partners 
  Business Advisory/ 


Assurance 
 Managers & Directors 


  Tax Consulting  Senior & Assistant 
Managers 


  Insolvency  Analyst
  Specialist Groups (risk; 


investment services; IT 
consulting; transaction services; 
business consulting


 Administration 


  PMG Administration  
 
The key findings of the questionnaire are summarised below at a firm, division and specific 
level. They findings are summarised as follows: Average score; Scores for each 
organisational factor. The law firm results are recorded as a numerical score. 
 
At Firm level: 







 


 
The total average PSF score using the CECI was 3.04 and 2.98 for law firm. All graphical 
results are for the PSF firm. 


 
Score per organisational factor for law firm: 
Management support: 2.74; 
Work discretion: 3.86; 
Recognition: 2.88; 
Time availability: 2.59; 
Organisation boundaries: 2.82; 
Average: 2.98 
 
At Divisional level: 
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At Staff levels: 
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At Staff levels per organisational factor for law firm: 
 
Management support: Principals – 2.8; Senior Ass./Managers – 2.46; General staff – 2.98; 
Work discretion: Principals – 4.05; Senior Ass./Managers – 4; General staff – 3.55; 
Recognition: Principals – 2.88; Senior Ass./Managers – 2.77; General staff – 3.0; 
Time availability: Principals – 2.4; Senior Ass./Managers – 2.42; General staff – 2.95; 
Organisation boundaries: Principals – 3.45; Senior Ass./Managers – 2,46; Gen. staff – 2.55; 
 
Part 2: 
 
The research sample comprises six senior partners of the PSF who agreed to participate and 
be interviewed. The Table below provides summary information on the interviewees.  
 
Table 3: List of interviewees 
 
Names (initials only) Positions in the firm 
JB Managing Partner and Partner/Executive Director - Tax Consulting 
DK Partner/Executive Director - Business Advisory and Assurance 
ML Partner in Charge/Executive Director - Business Advisory and Assurance 
VM Partner/Executive Director - Private Business and Individuals 
GN Partner/Executive Director - Tax Consulting 
DR Chairman – Association Partner - Business Advisory & Assurance 
 
Structured interviews were conducted individually, each interview lasting approximately one 
hour. Interviews were recorded and then transcribed. Using NVivo, a computer-assisted 
qualitative data analysis program that organises and analyses complex data, allowed for a 
more systematic approach to the analysis that contributed to reducing coding error, and 
increasing objectivity, rigour and validity (de Wet & Erasmus, 2005). Finally, we looked for 
quotes in the transcript data to provide supporting evidence. In this process, individual themes 
were analysed to understand how the different themes interweave to form a whole. The 
themes are discussed in the next section of this paper, and, together with Part 1 of this paper, 
enable us to draw significant conclusions about how firms can create an organisation-wide 
environment conducive to entrepreneurial initiatives.   
 
 
Discussion 
 
Firm level - Culture: 
 
The interviews with partners of the PSF reveal a significantly positive attitude towards 
entrepreneurship within the organisation, and a broad range of initiatives that support it.  
 


“Many of the businesses we service that operate in the ‘middle market’ are entrepreneurial in 
nature. We need to make sure that we remain relevant to our clients. We encourage staff to 
think differently about the work they are doing, how they are doing it. There’s various projects 
that we undertake within the firm that involve staff at all levels, we encourage the free flow of 
new ideas, we encourage our staff to study entrepreneurship and innovation. People know who 
we are, what we stand for, what we do.” (JB) 


 
Also the Entrepreneurial Health Audit provides a score of 3.04 which implies that the culture 
is suitable for enhancing an entrepreneurial behaviour. Significantly the partners are very 







 


committed to embedding an entrepreneurial behaviour and an attitude of innovation 
throughout the firm. 
 


“It is generally accepted by the senior partnership that if you don’t continually adapt and 
change as a professional practice, you risk irrelevancy in the market. Entrepreneurship and a 
willingness to innovate are seen as essential.” (GN). 
 
“We have to be proactive and responsive, anticipating our clients’ needs so that we are a step 
ahead. There is a great level of complexity, complexity around regulation, accounting rules, 
taxation rules… You need to be more anticipatory, ahead of the curve, see the problems before 
the problems occur… The next evolution is all about preventing the problems, predicting the 
future, creating the future… That is the direction we are going as a firm.” (DK) 


 
This perspective is supported by the measure of ‘management support’ (3.12), Table 4.  
Clearly there is room for improving this factor, hence the long-term commitment to providing 
entrepreneurial education to an increasing number of firm staff. 
 
Table 4 Discussion of Organisational Factors for PSF and Law Firm 


Organisational 
factors  


Scale score 
(out of 5) 


Discussions  


Management 
support  


3.12  
 
 
 
 
 
2.74 


Senior management are perceived to facilitate and 
promote some entrepreneurial behaviour. Specific 
results were mixed between disagree, not sure and 
agree, suggesting that the environment promotes 
entrepreneurial behaviour in some instances and 
discourages it in other.   
Law firm 


Work 
discretions and 
autonomy  


3.62 
 
 
 
 
3.86 


The highest score of the five factors. Indicating the 
environment tolerates failure, allows freedom from 
excessive oversight and delegates authority and 
responsibility to middle-and lower level managers 
more so than discouraging it.  
Law firm 


Reinforcement 3.44 
 
 
 
 
 
 
 
 
2.88 


The second highest score of the five factors 
indicates systems reinforce entrepreneurial 
behaviour more so than punishment.  
 
Results indicate that the systems support 
entrepreneurial behaviour sometimes, encourages 
pursuit of challenging work, highlights significant 
achievements but rewards are not linked to 
innovative behaviour.  
Law firm 


Time 
availability 


2.43 
 
 
 
 
 
 
2.59 


The lowest score of the five factors and falls in the 
inhibiting entrepreneurial behaviour range. 
 
Results suggest that participants don’t have the 
time needed to pursue innovations and their jobs 
are structured so that they can meet short term 
organisational goals.  
Law firm 







 


Organisational 
boundaries 


2.59 
 
 
 
 
 
 
 
2.82 


The second lowest score suggests that 
organisational boundaries are unknown and inhibit 
entrepreneurial behaviour.   
 
Participants appear to be unsure of what the firm 
expects from organisational work and development 
of instruments that evaluate, select and use 
innovations.  
Law firm  


 
As a vehicle to support the development of an entrepreneurial culture, the PSF established an 
Institute for Entrepreneurship and Innovation. The following comment is relevant. 
 


“We’ve always been an entrepreneurial firm, with a strong entrepreneurial legacy from the 
founding partners. The Institute has reinforced that, it’s the next natural step.” (ML) 


 
This initiative complements the vision and mission, strategy, structure, and processes of the 
Firm and  that drives the thinking, behaviour and skills of its people, its management as well 
as its employees, top-down, and bottom-up. 
 


“They have been in place since the beginning of the firm in 1991, and still remain as relevant 
today as they were at that time. People are most important in our firm. Investment in our staff 
has been huge.” (DR) 
 


The third tier of an Entrepreneurial Oriented Firm is the extant entrepreneurial culture shows 
a tolerance for ‘risk taking’ (Hornsby, Kuratko and Zahra, 1999). This PSF is – 
 


“We are accountants, and by nature we are conservative. As an organisation we’re risk averse 
and acutely aware of things going wrong…” (DK).  
 


but also has, 
 


 “a healthy attitude to failure… there is no retribution, it’s seen as part of learning.” (GN) 
 


“We’re not prepared to put the reputation of the firm’ at risk, but we are prepared to invest in   
growing the business through innovation, and if some of those initiatives work, great, if not, 
we move on.” (JB)  
  
“We don’t encourage risk. At the same time we have supported some ‘risky’ projects that had 
a good business plan.” (VM) 
 


As indicated in Table 3, and with a score of 3.62 for ‘work discretion and autonomy’, the firm 
supports a tolerance to failure through individuals who make valuable, well planned 
entrepreneurial contributions. A specific example is the recognition that Melbourne’s South 
East region is home to Australia’s largest and most dynamic manufacturing hub and a 
growing population of 1.4 million people.   
 
Yet the firm had a city centric view of its resources. The trigger to assessing alternative 
opportunities to location arose during the assignment in the ‘opportunity assessment’ course 
of study in the Graduate Certificate.  
 







 


“The establishment of our Dandenong office. That’s a radical project for our firm to 
undertake, an incredibly entrepreneurial decision that was taken… I owe this project 
completely to the Institute and the course that I studied. It gave me the time to devote to the 
development of the project.” (DK) 
 


The above discussion confirms this PSF is an example of the delineation between 
entrepreneurial and conservative firms when considering their entrepreneurial orientation 
(EO) characteristics: the decision-making practices, managerial philosophies,   and   strategic   
behaviours that are entrepreneurial in nature, with entrepreneurial referring to three 
components — (1) innovativeness (the introduction of new products, processes, and business 
models), (2) proactiveness (actively entering new product/market spaces and seeking market 
leadership positions), and (3) risk taking (a willingness among strategic decision makers to 
contribute resources to projects with uncertain outcomes)” (Anderson et al (2015). 
 
Institute for Entrepreneurship and Innovation: 
 
The firm commits dedicated resources to the creation of an entrepreneurial culture within the 
firm. Education and training is perceived as a vital element in developing an innovative 
organisation but the question was in the words of Ronstadt (1987) “regarding entrepreneurial 
education -what should be taught and how should it be taught? In addition to the need to adapt 
to ever-changing new technological advances and to continually updated business regulations, 
the firm has made a significant long-term commitment to provide in-house training to its staff 
in change, innovation, entrepreneurship and risk assessment of opportunities. It has invested 
significant energy and resources in the establishment of an in-house Institute of 
Entrepreneurship and Innovation, which, in partnership with the University of Adelaide, 
offers an education program specifically tailored for its staff.  
 


“The type of work that our people were doing has changed... Our model is to build generalist 
business advisors. To be a generalist business advisor your need to gain a breadth of 
experience, and we have a model of exposing our people to a wide range of different business 
environments from day one… We were looking for a reskilling of our core capabilities around 
the provision of valuable business advice, and it was too important to leave it to others, 
essentially. The Institute is a key ingredient in the education of a business advisor.” (DK). 
 
“The Institute is a point of difference. From the graduate intake, our employees can see that 
the Institute is part of our culture. It goes on their CV. It gets a lot of visibility through the 
lunches we hold with entrepreneurs as guest speakers. We’ve been running the Institute for 5 
years. No one else is doing it.” (ML) 


 
The objective of the program is to provide a learning experience that introduces the principles 
and practices of entrepreneurship and innovation, and communicates the skills and techniques 
behind entrepreneurial thought and action. Senior managers acknowledge the valuable 
contribution that the Institute and its programs have made to the firm and the employees: 
 


“A lot of the innovation that is happening internally in the firm comes from projects that were 
developed during the course. You can see the difference in the people who have done the 
course. There’s no question about it.” (ML) 
  
“It puts you into the mind-set of what an entrepreneur would be thinking. It helps in framing 
the questions and framing the structure.”(DK) 
 
 “We’re now dealing more with entrepreneurs, and we have the confidence to do it.” (DR) 







 


 
“It enables us to initiate new conversations with our clients. It’s a different conversation, it 
enables us to inspire our clients and make them more aspirational. It gives you the capacity to 
empathise with your clients better, and engage with them better.” (ML) 
 
“What I see now is that the type of conversations that the people who have been through the 
program have with their clients is very different. They are far more forward looking, they are 
open questions, they are more conscious of  the client’s environment, their competitive 
situation and the opportunities, and they will engage more holistically with the client” (DK)  
  
“I say ‘It’s another conversation’ about what we’ve done as an organisation, and what we’ve 
done as individuals in completing the course. It certainly differentiates us from the crowd. […] 
During the course I saw people ‘growing’ before your eyes. I recall thinking how much 
serious talent we have in this firm among our younger ranks, and it gave me faith for the 
future.” (VM) 
 
“It helps to instil the desire to ask, every day as they go about their work, can this be done 
better? Could this be done more efficiently? Is there an opportunity here to leverage off that 
work and explore new opportunities? If every one of our people had that as their attitude to 
their work, and there are over 600 of them, think of the potential…” (GN) 
 


Over the past 5 years, 85 staff has completed at least one qualification in entrepreneurship at 
the Graduate Certificate, Graduate Diploma and Masters Level. 11 staff members, including 
senior partners, have graduated with the Master of Applied Innovation and Entrepreneurship 
in 2015, with more enrolled in the 2016 course.  


“Continuous education is fundamental to what we do. We were looking for something that 
would help us be better advisors rather than technicians, and that’s where the Institute came 
in. The focus was on getting a better understanding of how entrepreneurs behave, how they 
think, what are the characteristics of an entrepreneur, being able to put yourself in the shoes of 
an entrepreneur. That was the genesis of the Institute, so that we could understand best 
practice entrepreneurial thinking, how one assesses opportunities using academic knowledge, 
and how do we bring best practice to our clients.” (DK)  


 
In assessing how this learning would be taught, the partners determined that a customised in-
house degree program would better facilitate the development of a firm culture and enable 
learned skills and attitudes to be better and effectively transferred within the firm to enhance 
entrepreneurial orientation and performance.  
 
It was also agreed that all practice assignments, associated with course work, will be chosen 
from the workplace and includes that of client companies.  
An example of such an exercise – 
a problem was identified in the costly and confused process and misalignment between 
students, agents and providers seeking quality, factual and facilitating information to seek 
access into Australian tertiary education centres. The opportunity is to disrupt the education 
agent sector for international students by providing an online platform that connects 
international students with providers. As a result of this in-class assessment the ensuring 
offering has gained international venture capital and is a spin-out company of the Institute. 
 
Conclusion:  
 
Analysis indicates that the health audit as developed by Ireland et al (2006) is a relevant 
instrument to assess the propensity for corporate entrepreneurship behaviour within 







 


Professional Service Firms (PSF) In measuring entrepreneurial intensity it is noted that the 
PSF (financial services) and the PSF (legal) were similar. From the ‘Health Audit’ results, it 
can be concluded that both firms are supportive of an entrepreneurship culture, with the PSF 
indicating value from the lead taken by the partners in introducing long term entrepreneurship 
education program.  


NVivo analyses of the structured interviews highlighted the significance of founders and 
senior management committing to a well-resourced and vision directed Corporate 
Entrepreneurship Strategy. In addition, analyses of structured interviews with staff students 
participating in the education courses, comprehensively endorse the value of such 
entrepreneurial learning to both personal satisfaction and contribution to company culture.  


From the comments of both Partners and students in the degree programs, it suggests strongly 
that the choice of an in-house University program is working well, with effective 
customisation of content, for the Firm and is particularly enabling assignments to reflect on 
the workplace. 


Importantly, the resulting firm entrepreneurial culture not only enhances innovativeness, 
proactiveness and risk-taking (dimensions of EO) but improves quality in staff practice and 
satisfaction, and enhances the bottom line and market share. 
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Understanding the Meaning of Entrepreneurial success 
 
 


ABSTRACT 
 


Prior entrepreneurship research has focused on firm level conceptions of 
entrepreneurial success and the individual level factors that help predict them but has stopped 
short of investigating what success means to an entrepreneur.  To understand what success 
means to an entrepreneur, we conduct a phenomenographic study and interview 14 
entrepreneurs about what success means to them. Our findings uncover three qualitatively 
distinct conceptions of success. These conceptions have implications for the opportunities the 
entrepreneurs pursue and their well-being.  


INTRODUCTION 
 
Behind an entrepreneurial venture is an entrepreneur who forgoes the certainty of a regular 
pay check to develop his or her own business. Entrepreneurs introduce new goods and 
services to the market, create jobs and contribute positively to economic growth (Baumol & 
Strom, 2007; Schumpeter, Becker, & Knudsen, 1928; Wennekers & Thurik, 1999). While 
prior research has focused on what motivates entrepreneurs to start and grow their firms it has 
stopped short of asking what success means to an entrepreneur and instead focused on firm 
level conceptualizations of success (see Rauch & Frese, 2007). This is despite research 
showing that entrepreneurs are not always growth motivated (Wiklund & Shepherd, 2003) 
suggesting that they may have other criteria for measuring of their own success.  
 


In research focusing on nascent entrepreneurship success has been conceptualized as 
the creation of a new firm (Arenius & Minniti, 2005; Davidsson, 2015; Rauch & Frese, 
2007). To understand who is successful in the nascent phase prior research has focused on the 
characteristics and motivations of the entrepreneur (Ardichvilia, Cardozob, & Rayc, 2003; 
Arenius & Minniti, 2005; Rauch & Frese, 2007) and the role of the external environment 
(Kessler & Frank, 2009; Wennekers, Van Wennekers, Thurik, & Reynolds, 2005). Post firm 
formation research has shifted to the performance of the firm where success is conceptualized 
as firm growth (Achtenhagen, Naldi, & Melin, 2010; Baum, Locke, & Smith, 2001; 
Korsgaard & Anderson, 2011). Again individual level factors such as the motivation of the 
entrepreneur to grow their firms has been used to understand firm growth (Wiklund & 
Shepherd, 2003; Lechner & Dowling, 2003).  


 
When individual level of success has been focused on prior research has taken a 


gender perspective (Buttner & Moore, 1997; Marlow & Patton, 2005; Verheul, Risseeuw, & 
Bartelse, 2002) or focused on the additional criteria social entrepreneurs have for measuring 
their success. Consequently we know a lot about why entrepreneurs start businesses, and who 
launches and grow their businesses, yet very little about what success means to an 
entrepreneur.  


 
The meaning of success to an entrepreneur is likely to influence how they make 


strategic decisions about the development of their firms (Achtenhagen et al., 2010). It is also 
likely to have important implications for the entrepreneur’s well-being (cf. Cartwright & 
Holmes, 2006). Hence the entrepreneurs’ understanding of success can play an important role 
in how their firms develop, the opportunities they choose to pursue and the strategies they 







 


adopt to do this. Hence this study asks the question: How do entrepreneurs understand 
success and how does this influence the decisions they make in the development of their 
firms? To answer this question we take an interpretivist approach and conduct a 
phenomenographic study where we interview 14 entrepreneurs about what success means to 
them.  


 
Through adopting a phenomenographic approach to understand entrepreneurial 


success we make the following contributions to the literature. First, we show that 
entrepreneurial success is multi-faceted. Entrepreneurs understand success through three 
attributes – the products, the wealth and impact they create. Second, we identify three 
qualitatively distinct conceptions of entrepreneurial success based on conceptually distinct 
understandings of the three identified attributes of success. These conceptions have 
implications for the entrepreneurs and for their businesses in terms of what entrepreneurs do 
to achieve success and the opportunities they choose to pursue. Our approach opens up new 
avenues for understanding the relationships between how entrepreneurs understand success 
and the impact this has on the growth and development of their firms. 


 
In the reminder of the paper we review the literature on entrepreneurial success and 


report that success is usually conceptualized as firm creation or firm growth. Next, we 
contend that how entrepreneurs understand success has largely been neglected in the 
literature. We then introduce phenomenography as a method for capturing how entrepreneurs 
understand success. As an outcome from this approach we present out finding were we 
identify three conceptions of success which are (1) Personal recognition and accomplishment 
(2) satisfying customer needs, and (3) having an impact on people’s lives. We then discuss 
the implications of these conceptions for the entrepreneurship literature. Lastly, we conclude 
the paper. 


 
EXPLAINING ENTREPRENEURIAL SUCCESS 


 
Entrepreneurial success has been conceptualized as firm creation/formation in the nascent 
entrepreneurship literature and firm growth in the literature focusing on the performance of 
new firms. In nascent entrepreneurship literature firm creation is seen as the successful 
outcome of the process of opportunity recognition and evaluation (Ardichvilia, Cardozob, & 
Rayc, 2003)(Rauch & Frese, 2007). Understanding the start-up process and in particular who 
starts new firms has attracted a lot of scholarly attention as it is seen as central to the 
entrepreneurship process. 
 


 To understand firm creation prior research has focused the nexus between the 
entrepreneur, the opportunity and the environment (Davidsson, 2015). In particular, prior 
research has focused on the characteristics and prior knowledge of individuals to understand 
who becomes an entrepreneur (Rauch & Freses, 2007) including their self-efficacy and 
motivation (Zhao, Seibert, & Hills, 2005) and their prior knowledge (Davidsson & Honig, 
2003). Post firm formation, firm growth is frequently studied as there is an inherent 
assumption in the literature that entrepreneurial success is about growing the venture 
(Korsgaard & Anderson, 2011). To explain firm growth prior research has focused on the 
entrepreneur’s growth motivation, the resources of the firm and external factors such as the 
role of the economy and industry (Achtenhagen et al., 2010; Hayter, 2013; Korsgaard & 
Anderson, 2011; Stevenson & Jarillo, 1990).  


 







 


Although not dominant in the literature subjective conceptualizations of 
entrepreneurial success have taken a gender perspective (Buttner & Moore, 1997) or focused 
on the criteria social entrepreneurs have for success. First, gender in entrepreneurship has 
been focused mainly on finding the gender-specific barriers and the characteristics of female 
entrepreneurs that influence their understanding of success (Marlow & Patton, 2005; Verheul, 
Risseeuw, & Bartelse, 2002). Prior research focusing on social entrepreneurship has focused 
on the additional criteria social entrepreneurs have for measuring their success, (Lumpkin, 
Moss, Gras, Kato, & Amezcua, 2013; Peredo & McLean, 2006; Zahra, Gedajlovic, 
Neubaum, & Shulman, 2009), the challenges social entrepreneurs face to reach success 
(Renko, 2013), and their viability or chances of success when starting a firm (Mair & Marti, 
2006; Renko, 2013; Zahra et al., 2009).  


 
Our review of the literature on entrepreneurial success shows that prior research has 


predominately focused on firm level objective criteria to understand entrepreneurial success. 
When subjective individual level criteria are used, it has focused on a subset of entrepreneurs. 
This literature, however, has stopped short of asking what success means to entrepreneurs 
and implicitly assuming that firm level success and individual level successful are 
synonymous. We extend this literature by explicating focusing on what entrepreneurial 
success means to an entrepreneur.  


METHOD 
 
This study is undertaken with a phenomenographic approach. Phenomenography is an 
interpretative method perfect for understanding conceptions, finding meanings and aspects of 
reality experienced by people (Marton, 1981; Sandberg, 2000; Svensson, 1997). This 
approach provides an understanding based meaning of success for entrepreneurs.  
 
 The analytical perspective when adopting phenomenography is to understand the 
perceived reality of the “what” constitutes success for entrepreneurs and the “how” 
entrepreneurs understand entrepreneurial success. The “what” level of analysis seeks to 
understand what is entrepreneurial success? – the attributes which constitute success, and the 
“how” level of analysis seeks to understand how entrepreneurs understand entrepreneurial 
success – the conceptions of entrepreneurial success. We elaborate on the steps we took to 
achieve this in the section on data analysis. 
 
Sample selection & Context 
 
For the purposes of this study we focus on entrepreneurs who found their own businesses, 
focus on pursuing opportunities and bringing innovative products to market. Hence, we 
distinguish between entrepreneurs and small business owners. Small business owners are 
likely to have different understandings of success due to the different type of firms they have 
own and run and hence we exclude them from the study.  
 


In line with the phenomenographic approach, we selected participants to ensure 
maximum variation among them. We aimed for variation regards to their age, educational 
background, industry and previous employment/self-employment history. In total, we 
interviewed 14 participants. A summary of the participants along these selection criteria is 
presented in Table 1 below. We found we reached theoretical saturation at 12 participants and 
interviewed an additional two participants to confirm this. Theoretical saturation in 







 


phenomenography is usually achieved between 15 and 20 participants, unless an evident 
saturation is reached prior to this (Sandberg, 2000b).  
 


Name Company Name Sex 
Year 


Founded 
Age Level of Education 


Previous 
employment 
experience


Homer Happy Earth M 2007 27 PhD No 


Omar Stingray Boat Manufacturing M 2006 36 Bachelor Degree No 


Stefan Innovation Gurus M 2013 25 Postgraduate Degree No 


Oliver Mili Nova M 2009 30 Master Degree Yes 


Ivan Electric Solutions M 2012 40 Postgraduate Degree Yes 


Archie InfrasTIC M 2008 29 College Dropout Yes 


Oscar Capital Care M 2009 58 MBA Yes 


Alexander EDU Colombia M 2012 27 Bachelor Degree Yes 


Richard Arrow Strategies M 2011 32 
Bachelor Degree (MBA 


Dropout) 
Yes 


Otto Rubber Mate M 2010 30 Postgraduate Degree No 


Andrea Computers for Everyone F 2009 32 Master Degree Yes 


Ava Food and Health F 2012 25 Bachelor Degree Yes 


Abigail Food and Health F 2012 25 Bachelor Degree Yes 


Paul Fuzz Moto Sport M 2010 26 Bachelor Degree Yes


Table 1: Participant Summary 


Data Collection and Interviews 
 
The data collection was done using Skype, FaceTime and Facebook Video Chat with the 
interviewer located in Australia and the entrepreneurs in Colombia. The data collection took 
place in September 2015. Entrepreneurs were initially contacted using personal networks. 
This approach was used to identify the first 8 respondents. A snowballing technique was then 
used to identify an additional six respondents. This approach helped to ensure we achieved 
maximum variation in the sample.  
 


In line the phenomenographic method, the interviews were semi structured in an 
open-ended style. The first set of interview questions were: (1) What were your initial 
motivations/goals to become an entrepreneur? And (2) How was the development process of 
your company from when you founded until where it is today? These introductory questions 
provided background information about the entrepreneurs and their companies. The answers 
also provided vital contextual information which could be used as part of the 
phenomenographic analysis.  


 
The next set of interview questions focused in on the research questions of the study 


and were (1) How has the development of your company influenced your motivations and 
goals, for the company and yourself as an entrepreneur? And (2) What does entrepreneurial 
success mean to you? The first question helps to link the meaning of success with the 
development process of the firm to provide an understanding of how entrepreneurs 
understand success. The second question addresses what does entrepreneurial success for 







 


entrepreneurs. The transcripts as a whole, and the different questions asked help build an 
understanding of how entrepreneurs understand success. To encourage the development of 
the interview a number of additional questions were asked to probe deeper into the 
entrepreneurs understanding of success (Sandberg, 2000b).  Examples of these question 
include: What do you mean by that? How do you feel about that? Can you give me an 
example? Tell me more about that and What do you do to achieve that? 


 
The interviews lasted between 28 and 72 minutes, with an average of duration 43 


minutes. The interviews were transcribed verbatim with an average of 20 pages and 5700 
words per transcript. In addition to the formal part of the interview, there was an additional 
five to fifteen minutes of casual talking that was not recorded or transcribed at the start and/or 
end of each interview. 


Data Analysis 
 
The analysis of the data was performed based on the recommendations by Sandberg (2000b). 
An number of exemplar phenomenographic studies were also drawn upon to gain further 
insights into the data analysis (Albinsson & Strang, 2002; Lamb et al., 2011; Schembri & 
Sandberg, 2011; Wright et al., 2007). The data analysis consisted of an ongoing interpretive 
and iterative process which alternated between trying to identify what constitutes success – 
the attributes that comprise success and how entrepreneurs understand success – the variation 
in understandings of entrepreneurial success. The data analysis was done in four main steps 
(Lamb et al., 2011). 
 
  In the first step we read each transcript a number of times to become familiar with the 
entrepreneur’s understanding of success. This step provides a general view of what success 
meant to each entrepreneur. As an outcome of this step we started to sort the entrepreneurs 
into different groups based on their understanding of success. This step is known as the 
familiarisation phase. In the second step we focused specifically on what constituted success 
– the attributes the entrepreneurs used to understand success. We identified and highlighted 
the specific statements the entrepreneurs made about success in each transcript within group. 
We then compared these statements within and across each group. We then categorised these 
statements into a set of constructs that captured the underlying meaning of the statements. 
These constructs were product creation, wealth creation and impact creation. These 
constructs formed our attributes of success.  
 


In the third step we focused on how entrepreneurs understood entrepreneurial success. 
The purpose of this step was to go beyond our general understanding gained in step 1 – the 
familiarization phase and to systematically identity the meanings of how entrepreneurs 
understand success. This was done by re-reading the transcripts a number of times and 
focusing not on the stand alone statements highlighted in step 2 but rather on understanding 
these statements in the context of the whole transcript. This meant we read the statements in 
the context of what said before and after them and also in relationship to the transcript as a 
whole to gain insights into the intrinsic meaning of entrepreneurial success. We did this for 
each participant. An outcome of this process is that we also gained an understanding of why 
entrepreneurs pursue some opportunities and insights into their decision making process. In 
essence we gained an understanding of what they do in order to reach their own success. 
When then shifted our focus from the reading the individual transcripts to comparing the 
transcripts within and across each of the groups identified in step 1. An outcome of this 







 


process we moved three participants to different groups based on our richer understanding of 
what constituted success to them.  


 
In the final step of our analysis we simultaneously considered what constituted 


success and how the entrepreneurs understood success and focused on the relationships 
among them. We focused on the entrepreneur’s overall understanding of success in relation 
to the identified attributes. We read the transcripts again and this time challenging the 
identified conceptions of success to see if there could be alternative conceptions of success 
and looked for further potential interpretations in the transcripts. This was done in order to 
test the robustness of our findings. We continued this process until we had reached stable and 
plausible understandings of entrepreneurial success. This fourth step resulted in a richer 
understanding of the conceptions of entrepreneurial success.  


 
The outcome of this analytical process was the identification of three qualitatively 


difference conceptions of entrepreneurial success that could be understood along three 
attributes of success. These findings are presented in Table 2 at the start of the results section. 
It should be noted that although the analytical process is broken down into four steps where 
we focused on identifying the attributes that comprise success and how entrepreneurs 
understand success separately, the analytical process focuses on understanding these two 
aspects as a relational whole. 


Justifying knowledge claims - Validity and reliability, 


In order to justify our knowledge claims we followed the criteria proposed by Sandberg 
(2005). These criteria focus on: (1) Communicative validity, (2) Pragmatic validity, (3) 
Transgressive validity and (4) Reliability as interpretive awareness. Communicative validity 
deals with the coherence of interpretations that emerge out of the data gathered (Kvale, 1995; 
Sandberg, 2000b). To achieve communicative validity we developed a strong rapport with 
the respondents, asked only the four open ended questions and associated follow-up questions 
to allow the entrepreneurs to express their understanding of success in the interviews, 
discussed the on-going development of the conceptions within the author team on a weekly 
basis and lastly discussed the findings with some of the respondents. 
 


Pragmatic validity is about increasing the opportunity to test the knowledge produced 
in action (Kvale, 1995; Sandberg, 2000b), it is about testing the difference between what 
people say and actually do. We achieved pragmatic validity by testing the entrepreneurs 
during the interviews with follow up questions and asking for examples. Another technique 
we used was to pretend to miss-understand something in order to encourage the respondent to 
and re-evaluate their statements. To achieve transgressive validity, which means that the 
researcher is aware of taken for granted frameworks during the interpretation of the lived 
experience (Sandberg, 2005), we crosschecked and challenged our interpretations of the 
findings. We did this as part of our final step – step four – in the data analysis process.  


 
Reliability in interpretative analysis can be viewed as reliability as interpretative 


awareness. Reliability as interpretative awareness means that “researchers cannot escape 
from their interpretations but must explicitly deal with them throughout the research process” 
(Sandberg, 1997; 2000b; Wright et al., 2007). To try and achieve reliability as interpretative 
awareness we asked the respondents to illustrate and give examples to support their answers 
throughout the interviews. This was in order to compare what they said they meant with the 
examples they gave to illustrate what they meant. 







 


 
CONCEPTIONS OF SUCCESS 


Our findings show that success is multifaceted and entrepreneurs understand success through 
three attributes (1) the products, (2) the wealth and (3) the impact they create. However, the 
meaning of these attributes differs for entrepreneurs depending on how they understand 
success. Based on the analysis we found three different ways entrepreneurs understand 
entrepreneurial success based on their different understandings of the attributes. These three 
understandings can be represented by three qualitatively different conceptions: (1) Personal 
recognition and accomplishment, (2) satisfying customer needs and (3) Having an impact on 
people’s lives. The relationship between the attributes of success and the conceptions of 
success is presented in Table 2 below: 
 


Conception Main Focus 
Success Attributes 


Product Creation Wealth Creation Impact Creation


Recognition 
understanding:  
 
Success is understood 
as - individual 
personal recognition  


Being recognized and 
measuring success 
through personal 


achievement.  


Transformation of 
passion and ideas 


into reality 


Re-investment 
back into products 
they identify with. 


Focus on 
measuring results 


Being recognized 
by customers and 
influential people 


Customer 
understanding:  
 
Success is understood 
through satisfying 
customer needs 


Success is a never 
ending cycle of 


shifting goal posts as 
there are always new 
customer problems to 


solve 


Constant focus on 
developing new 


products to offer the 
best solutions for 


customers 


Re-investment in 
innovative product 


development 


Being known as a 
solution provider. 


Impact 
understanding: 
 
Success is understood 
through the 
generating broader 
level change 


Transforming society 
and the way of doing 


things, always 
seeking for a better 


world and looking for 
ways to inspire and 


aid people 


Developing 
innovative business 
models to address 
social problems 


Generating wealth 
in order to keep 


developing 
innovative 


initiatives, grow in 
capabilities and 
impact people 


Transforming and 
generating 


conscience in 
society to increase 
people’s wellbeing.


Table 2 Overview of Conceptions and Attributes 
 


 
Conception 1: Customer Understanding 
Conception one is the most basic level of understanding of success. Entrepreneurs with this 
understanding of success focus on achieving personal and business goals, and gaining 
recognition. They develop products they identify with and are passionate about. They focus 
on first accumulating personal wealth and then growing their businesses. Wealth creation is 
seen as a measuring tool to gauge how will they are performing. They re-invest the wealth 
they create back into their product creation in order to achieve further recognition from 
customers and important members of industry. They focus on gaining recognition as an 
indicator of their success. 
 


Turning to the specific attributes of success, the entrepreneurs in conception one all 
focused on developing ideas they were passionate about. For Ava (Food and Health) success 
was to be able to say: “I’m doing what I like, what I’m passionate about, what motivates me, 







 


and it’s doing great”. For Stefan (Innovation Gurus) he expressed his passion for his 
business by expressing being proud of his work and how this drives his motivation to 
continue. His need for external recognition is also evident in his motivation for continuing his 
business. “So then you do it (a conference), you finish it… they cheer you whether you did 
great of not…you get out and people start talking great about you. (…) that is an electric 
shock of emotions, that makes you feel proud of your work (…) you start having more faith. 
So that feeling of being motivated to work on that project starts to grow.”  
 


In regards to wealth creation, the entrepreneurs in conception one set benchmarks for 
measuring their financial success. They value the wealth that their businesses can generate as 
it is vehicle for re-investing back into their businesses to continue to create products that they 
are passionate about. Ava (Food and Health) “there is always a way of growing, you start 
becoming ambitious not economically but about doing this and that and growing (...) for me 
success is like being able to measure results, seeing results according to your goals and 
objectives and being able to do every day what you like. What you enjoy and watching that it 
is being profitable and productive. (…) That you are being effective, and taking something 
you like and being happy.” 


 
 Recognition is how an important vehicle for the entrepreneurs in conception one to 
gauge the impact that they are having. For example, Stefan (Innovation Gurus) gained 
satisfaction and feelings of success when famous people in his field new who he was. He 
expressed his excitement at being recognised by them and how this means that he is on the 
map. Two examples illustrate this: This guy knows who I am, and knows what I’ve been 
doing. If he knows what I’m doing, is because I’m doing things right. And the second: That 
excites you a lot! He already knows who you are (…) I placed myself on the map, I’m doing 
great. (…) And the excitement I mean, success, those small successes, become motivation and 
make you follow that dream.  
 


Ava (Food and Health) expressed similar desire to be recognised. For her it was about 
creating a name for her business: “What I would say we are trying to do right now is placing 
the name so, you know, it becomes a stamp.” Omar (Stingray Boat Manufacturing) expresses 
a similar sentiment when achieving his goal of becoming a boat racing judge: “now I’m very 
well recognized for that.”  
 
Conception 2: Customer Understanding 


For this group of entrepreneurs entrepreneurial success is about meeting and exceeding 
customer needs. They try to achieve this by continually looking for innovative ways to satisfy 
customer needs. They differ from the entrepreneurs in conception one in that success is no 
longer just about themselves or the business, it is about the customer. These entrepreneurs, 
however, keep shifting their bench mark or criteria for success. As soon as they are about to 
reach their goals they shift the bench mark for achieving success.  This is because they are 
always identifying new opportunities, new goals, new problems to solve and new ways of 
doing things. If they don’t keep solving problems for customers or satisfying their needs by 
being innovative, they won’t understand themselves as being successful. An outcome of this 
constant pushing of goal posts to measure success is that they feel that success can never be 
attained. The constant striving for success is what keeps them motivated.  
 







 


“Oh, I think it is immeasurable (success). (…), the thing with success is that it doesn’t exist 
yet. (…) For example the people at Apple with all their iPhones and those devices! Success 
has to be rewritten year after year (…) success is ephemeral - Ivan, Electric Solutions 
 
“It is like watching a mountain, you are climbing the mountain, then you only see the tip of 
the mountain, what is behind the mountain is blocked. But as soon as you get to the top, you 
see there is a beautiful valley and you want to get down to it. And in that valley, you realize 
there is another mountain. So it’s like that motivation of always going further producing and 
making more and adding more value.” Oliver, Mili Nova 
 


Looking more specifically at the attributes, entrepreneurs with this conception of 
success are customer and market focused when creating products. The way they understand 
success is by providing customers with the best solutions by creating the best and the most 
innovative products and services. Understanding success as a never ending cycle means that 
they are always motivated about thinking how are they going to satisfy their customers now 
and in the future. This is clearly evident in the previous quotes from Oliver where he draws 
the analogy of climbing a mountain to only see another to climb and Ivan who views success 
as something that needs to be rewritten year after year. 


 
Wealth creation for these entrepreneurs is about being able to re-invest in their 


business to continue to innovate. In order to be able to develop the best solutions for their 
customers, these entrepreneurs need to be financially profitable, and they understand success 
also as such. Results show that having a good financial performance is for them about 
growing the company resources rather than the personal ones. “What was the most important 
thing for us? Being able to transcend, being able to evolve, to never stay in the same spot, but 
always: well what comes next? That we are able to open new categories (…) Every day to be 
able to re-invent ourselves with the different opportunities that we have with new customers” 
Abigail, Food and Health. 
 


When making business decisions, these entrepreneurs focus on their customers rather 
than explicitly on the potential to generate wealth. This is most clearly expressed by Abigail 
(Food and Health). 


 
[There was] a really cool brand that would have been an amazing deal for the long term, but 
they had nothing to do with our brand. So it’s that responsibility for myself standing before 
my brand, it can be the deal of your life, but no… it had nothing to do with our brand and I 
don’t know if it would have been successful. So there is also that responsibility of being 
very… of talking with the truth in everything, in what you communicate, how you manage the 
contact with your clients, which brands to work with, everything.”  
 


In line with their customer focus these entrepreneurs focus on the impact that they can 
have on their customer. They focus on creating an impact through the products they develop 
and the solutions they offer. They want to be known by customers as always providing the 
best solutions and having something new to offer.  The never ending cycle of product 
innovation is mirrored in a desire to have a never-ending cycle of impact on their customers 
by always meeting or exceeding their needs. Archie (InfrasTIC) expresses this as: “Here we 
don’t sell devices, here we understand your problem and we solve it.” Paul (Fuzz Moto 
Sport) expresses similar sentiments “I really think it is good when really your final user, the 
people, feel that your product is worth it, they keep buying, they are happy. (…) That they 
comment they are lovers of the brand, and that is what set out to achieve” 







 


 
 In contrast to the entrepreneurs in conception one, these entrepreneurs do not seek 
recognition from other more experience entrepreneurs or industry professionals, instead they 
aim to generate impact by being as good as them. “Yes, but let’s say for example companies 
like Energy One that is a success, (…). But there can be a platform born in Colombia that 
works perfectly and moreover we know how to do it. So that is what we are aiming for.” Ivan, 
Electric Solutions 


 
Conception 3: Impact Understanding 


Entrepreneurs with this conception of success understand success as having an impact on a 
societal level. Through their businesses they aim to create products that can have a 
transformation impact on people and society as a whole. Not all the individuals who belong 
to this conception are social entrepreneurs, but all of them have intrinsic characteristic of 
understanding success as having an impact on society. 
 
“Success is looking at business people that only thought about making revenues and profits 
and the EBITDA, start to change their companies and institutions to make more social 
projects, to make projects with shared value, where they generate a greater social impact.” 
Homer, Happy Earth 
 
“I think success for an entrepreneur, is aiming for a transformation and the development of 
other people. For me, that’s the greatest indicator of success. Creating business models that 
are viable, that generate sustained value ” Alexander, EDU Colombia 
 


In regards to the specific attributes of success, entrepreneurs with this conception of 
success create products to address social issues. They aim to transform society with the 
products they create. In conception one the entrepreneurs focused on developing products 
they identified with, in conception two the entrepreneurs focused on satisfying and exceeding 
the needs of specific customers, in contrast, entrepreneurs in conception three focus on 
society as a whole and how they can develop products to transform it.  
 
“Because we got tired of conferences, we got tired. (…) Because in conferences, you only go 
and sell somebody that is going to tell a story and that inspires someway, but measuring 
inspiration is a very complex thing. Because people, they get excited, they get touched after 
conferences, but nothing happens!!! So what we are betting, and what drives us, is creating 
spaces where people…apart from being inspired, take action and make changes.” Alexander, 
EDU Colombia 
 


These entrepreneurs focus on creating sustainable business models. They understand 
the importance of balancing economic viability with creating their desired impact. By having 
sustainable and viable business models they can continue to develop their businesses and 
continue to try to create social. 


 
“So it is like that combination between… having social impact and transforming and 
impacting lives of people. But definitely in a model that is economically profitable.” Richard, 
Arrow Strategies. 


 







 


“Success is not a financial success. Although it is very important that the organization is 
sustainable, that it can grow its team and capabilities, for that you need money. But I think 
success is in those real chances in society and communities.” Homer, Happy Earth 
 


Creating impact is the most important attribute and fundamental goal for these 
entrepreneurs. It is the way they measure their success. Success is understood as impacting 
and transforming society..  
 
“And the motivations, let’s say they increase more every time, so you want more. Is betting to 
generate a greater change, a greater transformation, impacting more people and not only 
inspiring more people, right? Helping people to develop themselves.” Alexander, EDU 
Colombia. 


Possible sources of variation in conceptions 


As part of our analysis we looked for potential sources of variation that could explain our 
findings. This a common approach in phenomenographic studies (Sandberg, 2000). The 
results from this analysis are shown in Table 3 below. The results from this analysis provide 
support for the conceptions being driven by different understandings of success, rather than 
on outcome of the different experiences of the entrepreneurs or their different demographic 
backgrounds. There are however, some potential relationships that this analysis has 
uncovered All entrepreneurs in conception two have had previous working experience unlike 
the entrepreneurs in conception one and three where there are some entrepreneurs with this 
prior experience. 
 


Characteristic 


Conceptions of success for entrepreneurs 


(1) Personal recognition 
and accomplishment 


(2) Satisfying customer 
needs


(3) Having an impact 
on people's lives


Formal education (University degrees) 


 No Degree 0 1 0 


 Bachelor Degree 2 2 2 


 Postgraduate 
Degree 


2 3 2 


Years in business  


 Range 3 - 9 3 - 7 3 - 8 


 Mean 4.88 4.83 5.25 


Age 


 Range 25 - 36 25 - 58 27 - 32 


 Mean 29 34.5 29.5 


Working experience (years) 


 Yes 2 6 3 


 No 2 0 1 


Sex 


 Male 3 5 3 







 


 Female 1 1 1 


Type of business 


Social Entrepreneurships 4 6 2 


Other 0 0 2 


 Table 3: Sources of variation 


DISCUSSION AND IMPLICATIONS 
The empirical findings based on the interpretative approach reveal a new understanding of 
success for entrepreneurs. The findings suggest that success for entrepreneurs is not only 
about starting or growing their firms or is it related to having certain characteristics of the 
entrepreneur. Rather we find that success is a multi-faceted phenomenon conceived of: a 
recognition understanding, a customer understanding, and an impact understanding. 
Moreover, entrepreneurs with these conceptions understand success through the products, 
wealth, and  impact and impact they create. 
 
 The attributes within the conceptions are not fixed meanings of success, but instead 
they are shaped according to the entrepreneur’s conception of success. For example, 
entrepreneurs have different understandings of success in regards to the products they create. 
For entrepreneurs in conception one, product creation is about creating products to transform 
their passions into a reality. In conception two, product creation is about being in a constant 
cycle of developing products that solve complex problems to customers. Entrepreneurs with 
this understanding of success feel that success is never attainable as they continue to strive to 
create new products. Entrepreneurs in conception three focus on developing products where 
they can envision developing innovative business models to address social issues.  
 
 These different understandings of success have potential implications for the 
entrepreneurs’ well-being and the development of their businesses. Entrepreneurs in 
conception one gain satisfaction from developing products that they identify with and are 
passionate about. In contrast entrepreneurs in conception two are constantly striving to reach 
success but also define success as something that is not attainable. Thus on the one hand 
keeping success out of reach is what motivates them; on the other hand, they place a high 
amount of pressure on themselves to always be reaching for the next level of success. 
Entrepreneurs in conception three gain satisfaction from try to combat issues in society but 
are left with dealing with the frustration of not being able to achieve the extent to change that 
they are aiming for. This suggests that how entrepreneurs understand success has potential 
implications for their welling. 
 
 In regards to the businesses they create and how they grow them there are also 
implications of the conceptions for how entrepreneurs make strategic decisions in their 
businesses. Entrepreneurs in conception one focus on opportunities that enable them to create 
products they are passionate about and where they can seek personal recognition. They are in 
a cycle of creating products, to grow their businesses to gain further recognition. Hence 
gaining recognition is a strong growth motivator for them. In conception two the 
entrepreneurs are innovation oriented and close to the customer. They are always searching 
for new ways of being innovative and seek out opportunities which enable them to do this. 
They are strongly focused on solving customer problems and choose opportunities which 
enable them to growth through innovation. Hence they are motivated to growth their 
businesses through adopting new innovations. Entrepreneurs in conception three pursue 
opportunities where they can have an impact on society. They place value on selecting 







 


opportunities that are economically viable which also have the potential to impact society. 
Hence these entrepreneurs are motivated by the change that they can create. 


Shifts in understandings of success 


According to Dall'Alba and Sandberg (2006) understandings are dynamic by nature, but they 
stable in time in terms of their essential meanings. Individuals usually stay within the same 
conception of understanding but this understanding can develop, evolve and become richer 
and more complex (Dall'Alba & Sandberg, 2006). While we have found that for most 
entrepreneurs in study this is the case, we also see that there is potential for the entrepreneurs 
to also shift conceptions overtime as they run and grow their businesses there is potential for 
the understanding of success to also develop. There is the potential for entrepreneurs to 
develop from having a very individual level understanding of success in conception one to 
shift to a customer focus and through to a society focus as they gain more experience and 
achieve personal success. An example of this transition is Richard (Arrow Strategies). At the 
start of his business, success was about selling and creating personal wealth. It was through 
selling a new opportunity he transformed his understanding of success to a customer focus: 
“we saw a great opportunity where (we said): We have to transform, we can’t be a strategy 
consultant department, what we have to do is really understand the problems of the 
industry.” By taking an customer focus he further evolved to focusing on success as creating 
an impact: Business strategies are in fashion right now, but that didn’t make our hearts beat. 
(…), and then we understood that one of the biggest problems of the banking system in the 
world was basically thinking about money and not the human being. (…) and now that is our 
interior purpose [to focus on the human].”  
 


CONCLUSIONS 


The findings of this study offer an alternative lens in which to understand entrepreneurial 
success. We conducted a phenomenographic study where we interviewed 14 entrepreneurs to 
understand what entrepreneurial success means to them. Our findings offers a more nuanced 
understanding of success that goes beyond the current focus in the literature on starting and 
growing new ventures. We found that there are three qualitatively different conceptions of 
the meaning of success for entrepreneurs. These conceptions focus on success as gaining 
recognition, success as solving customer problems and success has having an impact on 
society. 
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International migration is increasingly prevalent in the global economy. Research has, 


amongst others, included their social experiences, cultural and psychological perspectives.  


Little is however known about their involvement in small businesses in receiving countries.  


The literature tends to suggest that decisions of immigrant entrepreneurs involvement in 


small businesses are related to push and pull factors and their presence is viewed as having 


characteristics different from normal labour immigration. This paper highlights some issues 


and challenges of immigrant entrepreneurs and their business success and prospects in small 


retailing businesses in Kuala Lumpur in Malaysia. Based on 316 immigrant entrepreneurs 


surveyed it was found that the majority of immigrant entrepreneurs come from Bangladesh, 


Pakistan and Indonesia. The finding show that immigrant entrepreneurs are relatively well 


prepared for business and obtained experience before initiating a business. The inference 


analysis indicated immigrant entrepreneurs are positive about business issues as well as 


business success and prospects with highly significant relationship between those variables.  


The research concludes that immigrant entrepreneurs and their business activities can be a 


source of entrepreneurial development, employment generation and future impetus for 


economic growth in Malaysia. The results also open the way for comparisons with other 


countries which have immigrant entrepreneurs.  
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Existing studies in literature of corporate entrepreneurship and open innovation do not 


differentiate with respect to the characteristics of a firm’s innovation partner. However, there 


is an increasing view in research that the speed and complexity of innovation requires large 


and established firms to rethink their existing structures, culture, processes and especially 


selection of external partners. Consequently firms that do not want to get behind on 


innovation try to find new ways to cooperate with innovation partners such as high-skilled 


and technology-driven start-ups. This, they hope to find and create breakthrough innovations 


outside their existing core business. Realizing that they are not able to compete alone on a 


highly technology-driven and competitive global markets firms enter into asymmetric 


partnerships. Using an exploratory approach I contribute to the widely unexplored field of 


innovative cooperation between asymmetric partners. I compare motives, requirements, the 


implementation and influence resulting from cooperation between asymmetric partners from 


the perspective of large and established firms in Germany and Switzerland. I find that 


corporate-start-up-cooperation go beyond mere idea collection and towards mutual benefit 


through informal cooperation and partnerships at a level playing field. 
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Academic research is currently paying more attention to the time and speed aspects of the 


internationalization process. In line with this development, this study investigates the role of 


internationalization age and its impact on internationalization speed. It investigates as the 


main research problem the very impact that early versus late internationalization has on 


foreign sales’ subsequent growth and on the number of countries served once companies have 


decided to diversify geographically. The study’s emphasis is not restricted to the immediate 


post-entry speed of internationalization, but takes a longitudinal view as well. New data from 


a sample of Swiss SMEs provides evidence of a path dependency. The older an SME when it 


first expands abroad, the slower its subsequent internationalization speed. Internationalization 


age’s negative impact does not lessen in the short or mid-term, but even affects Swiss SMEs 


in the long term. 
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Prior entrepreneurship research has focused on firm level conceptions of entrepreneurial 


success and the individual level factors that help predict them but has stopped short of 


investigating what success means to an entrepreneur.  To understand what success means to 


an entrepreneur, we conduct a phenomenographic study and interview 14 entrepreneurs about 


what success means to them. Our findings uncover three qualitatively distinct conceptions of 


success. These conceptions have implications for the opportunities the entrepreneurs pursue 


and their well-being. 
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Principal topic:    Student attraction and retention of students is becoming more and more 


important as universities face increasingly competitive environments. Students are seen as 


customers, and the principles of service management and service quality are applied to 


universities (Finney & Finney 2010; Jain, Sinha & Sahney 2011). Consequently, there is 


increased attention to measuring student satisfaction for reasons that are common to service 


organisations (Fisk, Grove & John 2013), such as for planning improvements to services and 


courses, as well as for identifying gaps between expectations and perceptions of outcomes so 


that resources can be allocated appropriately and potential problems anticipated and 


addressed.    This has led to the use of well-known institutional-level measures include the 


NSS, the International Student Barometer and the Postgraduate Taught Experience Survey (in 


the UK), the NSSE (in the US), the Course Experience Questionnaire (in Australia), as well 


as tools that are used by individual universities. It is recognised, however, that the results of 


national or university-level surveys are difficult to translate to the course level (Balan & 


Metcalfe 2012). Further, quantitative surveys generally exclude small-number courses (for 


example, courses with fewer than 25 students are excluded from NSS surveys), and this has 


implications for fairness (Lawson, Leach & Burrows 2012).   This research responded to the 


proposition that entrepreneurship educators “need to better understand students’ journey so 


that they can better develop learning environments within which the students’ personal 


development can be advanced” (Jones 2010, p.500). The research questions in this 


exploratory case study were: (1) what are the learning expectations of undergraduate 


entrepreneurship students at the class level, (2) are the learning expectations the same for 


different deliveries of the same or similar course, (3) how can the results be used to address 


student expectations, and (4) does this process influence student satisfaction?   This research 


contributes to existing theory and practice by:   - identifying the key expectations of students 


enrolling in undergraduate entrepreneurship courses.  - describing a method that allows 


expectations to be addressed in a pro-active manner.   Methods/Key Propositions: 


Participants were students from a range of degrees or study programs in a University in 


Australia, taking an undergraduate elective entrepreneurship foundation course. Within a few 


minutes of the start of the first class in a course delivery, data was collected using a “minute 


paper” method (Angelo & Cross 1993; Stead 2005). Each student was given a blank sheet of 


paper and asked: “Please describe one or two things that you expect from this course”. 


Statements provided by the students for each class were analysed separately with  an 


inductive grounded theory approach (Glaser & Strauss 1967; Charmaz 2006), using the 


concept mapping method (Borgatti, Everett & Johnson 2013). The output of this research 


method consists of maps showing links between the statements, and clusters or themes of 
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similar statements. The themes represent the different student expectations in the particular 


class. Results for the separate classes were analysed to identify the underlying structure of 


student expectations in these courses.     Findings and Implications:   The findings for each 


class generally included expectations such as “learn about entrepreneurship”, “learn how to 


start and run a business”, “learn useful things for my career”, “learn about teamwork and 


networking”, “pass the course”, and “help to get a good job”. Importantly, there were 


differences between each class.    The educator adopted an “assimilation-contrast” approach 


(Anderson 1973) in using the findings. In particular, research results were used during course 


delivery to adjust student expectations to be either realistic or a little lower than the educator 


considered could be achieved in the class. To facilitate this, the educator established 


continuing two-way communication with students by regularly moving around the classroom 


and asking students about their work in order to assess their experiences, and adjust their 


expectations if necessary.    Importantly, findings for each class were reported to students in 


the final session of each course, using the maps produced in the data analysis. The class 


received detailed feedback on the data that they had provided, and were given an explanation 


of the ways in which their expectations had been met. This was an important closing step in 


expectations management.   This research demonstrates that student expectations in a 


particular class can be identified quickly, and the educator can use the findings in “real time” 


to make changes to course content and delivery to better meet those expectations. The 


research findings show that expectations vary from one class to the next, and this 


demonstrates the value of this method that makes it possible to address expectations on a 


class-by-class basis. The educator used the findings in a deliberate manner (Brown, 


Venkatesh & Goyal 2014) to adjust student expectations in a manner that would best improve 


student satisfaction. Qualitative evaluations at the end of each course show that students 


found these courses to largely meet their expectations.    This research contributes to the 


literature by revealing differences, as well as similarities, with expectations identified in other 


studies. This research also contributes to education practice by demonstrating a practical 


approach that can be used to quickly identify the characteristics of student expectations in 


their particular class, and that the educator can then use to address expectations with a view 


to improving student satisfaction. The research findings can be used for continuous 


improvement and development of courses, as well as for policy decision-making to improve 


entrepreneurship education programs. 
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Principal topic  Entrepreneurship is commonly seen as being just for “young” people 


(Blanchflower 2000; Arenius & Minniti 2005) with most common early-stage 


entrepreneurship occurring around mid-career (Maritz 2015). However, with the ageing of 


the Australian workforce, Australia has seen an increase in the total entrepreneurship activity 


rate for those in the 55-64 age bracket, which is above that for other innovation driven 


economies (Cornell University, INSEAD & WIPO 2013).  For those with the necessary 


aptitudes, entrepreneurial activity in later life may be an effective option for extending 


working lives beyond the traditional retirement age (Davis 2003).     There is an untapped 


pool of people over 55 who wish to start a new enterprise to generate revenue for themselves, 


perhaps for the first time, or to address social issues. Many of these people may never have 


been self-employed, but the lifetime of experience that they can bring to their ventures and to 


each other is often underestimated and undervalued. Self-employment may also provide an 


avenue for older people to continue personal growth and achieve independence (BarNir, 


Watson & Hutchins 2011). However for this to occur, older entrepreneurs would require 


policies and practices to support sustainable working lives for older people (Hirsch 2007).      


SeniorPreneurs is a networking organisation for individuals aged over 55. It encourages 


people to start up new enterprises (for-profit, or social non-for-profit) that will benefit 


participants and the community, and be financially sustainable. Through monthly meetings it 


provides networking, instruction, mentoring, and partnering activities in a supportive and 


encouraging environment. In this way SeniorPreneurs supports and helps people to organise 


the resources they need to get their enterprise going, and to be successful.    The 


SeniorPreneurs program aims to achieve significant social outcomes at the individual, group, 


and community levels. In particular it aims to create an awareness of the importance and 


relevance of older people to modern society, stimulate economic activity, employment, the 


mentoring of younger people, and build a culture of giving.    SeniorPreneurs was launched in 
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Melbourne in May, 2014 and in Adelaide and Sydney in early 2015 and has resulted in two 


start-ups. Exploratory research into the motivations (Kautonen, Tornikoski & Kibler 2011), 


opportunity recognition behaviours (Dyer, Gregersen & Christensen 2008), and 


entrepreneurial self-efficacy (McGee et al. 2009) of members of this network provides 


insights into their capabilities and interests, and has informed the development of programs 


and activities to equip these people to achieve their aims, particularly in starting for-profit 


entrepreneurial ventures, as well as not-for-profit social enterprises.    This exploratory 


research contributes to existing theory and practice by identifying:  • the key 


motivations and expectations of would-be entrepreneurs in this demographic   • aspects of 


the personal characteristics of entrepreneurship that appear to be peculiar to this demographic  


Methods/Key Propositions  Participants were members of the SeniorPreneur network in 


Adelaide and were recruited through word-of-mouth and promotion through supporting 


partner organisations, and registered through a Meetup website set up for this purpose. Every 


two months (on average), participants were invited to complete a short online questionnaire 


addressing one of the research areas described above. Participants were offered a 


personalised benchmark report as the incentive to take part in the survey. This report showed 


their results relative to the average and range of responses of all of the participants 


completing the survey. Reports were discussed at the monthly meetings, with explanations 


how participants could use their own results for personal development.     Findings and 


Implications  Results of this exploratory research identified the major needs of participants to 


be the development of support networks and entrepreneurial team formation. Appropriate 


activities were devised and delivered to meet these requirements, and were piloted in 


Adelaide with the aim to help participants understand the underlying principles of personal 


enterprise and entrepreneurship, so that they could best take advantage of existing specialised 


workshops provided by the various partner organisations. 
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Principal topic:   Social enterprises provide services and goods to alleviate social problems, 


and adopt business models to ensure financial sustainability. Little is known about the nature 


of business models of these enterprises, or what informs them.   Social enterprises are 


regarded as the “third sector” in the economy (Considine 2003; Haugh, 2005), and are 


referred to as the social economy or nonprofit sector (Defourny, 2001). It includes 


organisations such as voluntary organisations, educational institutions, churches, charities, 


not-for-profit and community organisations, as well as social enterprises. Although the 


structure, activities, and form of these organisations differ, they each seek to address unmet 


social needs (Peattie & Morley, 2008; Townsend et al., 2008).    This research focuses on 


financial sustainability or sustainable entrepreneurship defined as the “alleviation of 


environmentally relevant market failures through the exploitation of potentially profitable 


opportunities” (Dean & McMullen, 2007, p.51).  Sustainability can be defined in terms of the 


financial viability of social enterprises, so that they may continue to serve their targeted 


constituents and beneficiaries, as declared in their mission statement. Trading as the 


“continuous activity producing goods and/or selling services” (Borzaga & Defourny, 2004, p. 


16) to paying clients is considered essential for survival.  For this research the presence of 


revenue generation through trading activity will be considered integral to a social enterprise 


to reduce dependence on government and donor support (Shaw & Carter, 2007).  A business 


model is generally understood to be a description of the way in which a trading organisation 


generates and sustains its revenue stream (Stewart & Zhao, 2000).  Little empirical research 


has been conducted into the business models of social enterprises, although it has been 


determined that these enterprises must balance their social mission and financial objectives to 


ensure their viability (Foster & Bradach, 2005).  To aid effective revenue generation, Certo 


and Miller (2008) suggest identifying the business models of these enterprises as an area for 


further research. Zahra et al. (2009) state that sustaining social ventures, or enterprises, 


requires “the use of business models” (p. 527), and Yunus et al. (2010) call for a better 


understanding of the business models of these organisations.   The research questions were 


(1) how do social enterprises understand the term “business model”, and (2) what alternative 


business models are possible, and (3) which trading activities best result in financial 
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sustainability?   This research contributes to existing theory and practice by:   - identifying 


perceptions of the term “business model” held by the managers of these enterprises   - 


identifying the trading concepts or methods that underpin the business models of sustainable 


social enterprises   - exploring the effectiveness of different forms of trading concepts   


Methods/Key Propositions:   Participants were Chief Executive officers of 65 local, national, 


and international social enterprises operating in Australia, and that generated revenue through 


trading activities. Qualitative data obtained from in-depth interviews, supplemented by 


website information and official reports were analysed using concept mapping (Borgatti et 


al., 2013).  Annual reports or audited financial statements of 34 social enterprises were 


analysed using qualitative comparative analysis (QCA).   Because of the confusion in the 


literature regarding the term business model and its components, this research instead 


identifies the strategy that informs an organisation’s choice of business model, identified in 


this research as the trading concept. Typically, social enterprises report trading activities, but 


neither their business models nor their strategies. For this reason trading activities are 


examined as a manifestation (Amit & Zott, 2001) or tactical outcome (Casadesus-Masanell & 


Ricart, 2010) of the business model, where the business model reflects the realised strategy of 


the organisation, and the tactics are the actions undertaken by the organisation to implement 


the business model.   Findings and Implications:   Participants were asked “what does the 


term ‘business model’ mean to you?” Analysis of responses using concept mapping revealed 


five broad conceptualisations or definitional themes. The identification of these broad 


conceptualisations showed that there was no clear consensus among the participants as to 


what a business model is or how it should be defined, and that the term was perceived to be 


fundamentally ambiguous. This indicates that asking CEOs of these enterprises to describe 


their business model would not produce usable data for comparative research.   Participants 


were asked “what trading activities does your organisation undertake to earn income?”, and 


concept mapping analysis of responses identified five distinct trading concepts.  The concepts 


identified in this research aligned with those that emerged from a prior study, and this 


suggests that these five trading concepts may apply both theoretically and contextually to the 


Australian nonprofit social enterprise sector. This empirical research contributes to the 


literature by proposing a theoretical generalization that the business models of social 


enterprises are informed by one or more of the five trading concepts. An additional 


contribution of this research is to provide an approach for examining the financial 


sustainability of social enterprises without being distracted by the confusion surrounding the 


definitions of the term “business model” and their interpretation.   Analysis using QCA of 


four years of annual reports or audited financial statements of 34 social enterprises showed no 


consistency in the pattern of results. This means that social enterprises are free to adopt any 


one or more, or a combination of, the five trading concepts identified in order to achieve 


sustainability. 
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The paper analyses changes in user activities and behaviour across different types of actors 


following the introduction of 3D printers. 3D printing, or additive manufacturing, has been 


claimed to disrupt manufacturing, allowing firms to move from prototyping to full-scale end-


part production and replacement part production in a one-step process. 3D printing has many 


different uses, for example, the manufacturing of toys, shoes, lamps and fashion accessories, 


and by implication many different types of users and buyers. There are few empirical studies 


on the types of uses and users of 3D, hampering our understanding in what ways the 3D 


printers may change the behaviour of users, and whether 3D printers affect the likelihood and 


the nature of entrepreneurship or business model innovation. To investigate this, a model was 


created based on the 3DP literature. The model is applied on a distributor customer database 


and four interview-based illustrative case studies. The empirical findings show that the use of 


3DP a) lowers the knowledge and resource barriers for experimentation and entrepreneurial 


entry, b) increases product and concept prototyping in product development, c) provides a 


potential for business model innovation by expanding the boundaries of the firm upstream 


and downstream, and d) becomes a ticket for entrepreneurial entry. Based on our results, the 


paper suggests that the potential of 3D printers alter user innovative activities is high but 


most of the potential is latent. 
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Serendipity is known to play a role in entrepreneurship and innovation where it appears to 


arise by both chance and active search for new markets and solutions to problems. The 


majority of these studies have been conducted on born-global high technology or traditional 


manufacturing SMEs. This study utilises a deductive research methodology to propose a new 


conceptual cognitive pattern of serendipity in entrepreneurship. It contributes to the debate 


regarding the role of serendipity in the discovery of entrepreneurial opportunities, and how 


those opportunities are enacted and exploited. This proposed model should now be tested 


empirically to confirm its value. 
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Research on new venture teams (NVT) has largely addressed direct relationship between 


team functioning and team outcomes. However, few studies are devoted to the intermediary 


mechanisms that more precisely explain how team inputs lead to team effectiveness (Kolt, 


Hmieleski, Bradley and Busenity, 2014). This study aims to extend the understanding of 


NVT research by investigating whether the NVT characteristics may enhance team 


performance by facilitating entrepreneurial action. For this purpose, we use as a case study an 


entrepreneurship education (EE) program based on experiential learning and simulation at 


early stage of new economic activities. Building upon existing entrepreneurial action, 


organizational learning and diversity theories and applying an inputs-mediators-outcomes 


(IMO) framework, we show that NVT characteristics such as team motivation, knowledge 


and diversity significantly affect the learning outcomes of the EE program, and in a way 


which is mediated by the level of entrepreneurial action the teams engage in. Since NVT is 


critical to successful entrepreneurship process and more specifically at firm early stage of 


development and performance, this study is one the first to methodologically decompose 


team characteristics-performance relationship into the exploration, exploitation and combined 


phases of opportunity development to test the proposed hypotheses. We discuss the 


implications of our findings for both researchers and high education policy makers. 
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The importance of ethnic entrepreneurship has emerged as an economic, societal and political 


panacea to the growing number of refugees on the move across the globe. The recent crisis 


sparked by war in Syria resulted in Australia committing to accept 12,000 refugees. 


Employing the 2014 World Economic Forum framework, this paper seeks to explore the 


Australian entrepreneurship ecosystem from the perspective of the ethnic/refugee 


entrepreneur, to determine whether it is fit for purpose. At its core, the Australian 


entrepreneurship ecosystem is comparatively strong in terms of human capital, accessible 


markets and finance. However, it is relatively weak on the other aspects of the framework, 


including support systems, regulatory frameworks and infrastructure, education and training, 


universities as catalysts, and cultural support. Even within the three ‘core’ characteristics of 


the ecosystem, the Australian ecosystem falls short when examined through the lens of 


refugee entrepreneurs. Reference is made to the development of a city/region ecosystem 


(Compass 2015) and recommendations are made to apply the same principles to developing 


ethnic entrepreneurship clusters that would assist refugees. Additionally, recommendations 


under the 2014 World Economic Forum framework are made that will assist key stakeholders 


to understand and develop an entrepreneurial ecosystem that is fit for purpose. 
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This paper is a critical review of an entrepreneurship course that emphasizes experiential 


education via ‘flipped classroom’ methods. In particular, this paper explores the degree to 


which experiential learning opportunities and assessment tasks support authentic attainment 


of the courses’ Program Learning Outcomes (Outcomes). The present analysis summarizes a 


scaffolded approach to providing increasingly authentic learning experiences that sit at the 


intersection of entrepreneurship education and entrepreneurial practice, i.e., the learning 


experiences by students are indistinguishable from what ‘real’ entrepreneurs experience. One 


limitation to this approach is that authentic learning is contingent on the student’s level of 


engagement and their willingness to test their ideas outside the classroom with external 


stakeholders. 
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Principal topic:    The recent emergence of business accelerators around the world has 


positioned them as a key player in many regional innovation ecosystems. However, they 


remain a poorly understood type of organization. Prior research posits that they are closer to 


angel investing than incubators (REF et al, 2014). However, other accelerator-like 


organizations have also been identified (REF, 2015), making comparison of organizations 


more complex. One thing is clear: accelerators are not old wine in new bottles.    As a result 


of assuming similarities where there are none, academics, industry and policy makers 


continue to risk drawing false conclusions regarding their role and how (or whether) to 


support them. In this study we plan to use archival data (e.g. media and corporate websites, 


industry reports) and interviews to differentiate organizations that each self-describe as 


accelerators, but that vary considerably in terms of their business model. The interviews also 


allow us to determine which performance metrics each organization believes are relevant to 


themselves. Using the business model data and relative relevance of different performance 


metrics, we help delineate ‘accelerators’ (in the sense that they self-identify with this label) 


from each other, to identify accelerators, incubators, germinators, pre-accelerators, co-


working spaces, and mentoring organizations.     Method:    For this study, we focus on the 


Australian context. Given that the Australian accelerator phenomenon is only 5-6 years old 


and that the community of individuals who founded these organisations is relatively small 


and tightly-connected, the opportunity of interviewing and collecting relevant information 


from these influential actors is especially promising. The inductive approach chosen in this 


research project is especially suited to gain new insights explaining the differences among 


accelerator programs and their preferred performance metrics.     This research project 


involves two phases. In the first phase, we use secondary data sources to identify as many 


organizations as possible that self-identify with the ‘accelerator’ label. Our search identifies 


32 such organizations in Australia (vs. 22 identified by a recent national startup industry 


survey).     The second phase uses semi-structured interviews to validate each accelerator’s 


business model and gain their perspective regarding which performance metrics matter. 


These two phases are also part of a larger project that then asks accelerators to disclose their 


performance on the most relevant metrics and survey accelerated ventures about their 


perceptions of the accelerator and their own performance.     Results and Implications:    As a 


benchmark, we use the archetypical accelerator model described by Miller & Bound (2011). 


We increase the specificity of the key accelerator attributes to identify 6 unique attributes. 


Based on the secondary data in the first phase, only 9 of the 32 organizations fit 100% on all 


6 attributes. The spread of the other organizations across the 6 attributes allows us to identify 


them as incubators, pre-accelerators, germinators, co-working spaces and mentoring 
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organizations. Each of these organizations shares some of the key accelerator attributes.     


The second phase of this project is currently (Aug, 2015) ongoing. While we do not expect 


the classification of each organization to change, we do expect more clarity about sets of 


performance metrics that are uniquely relevant to each type of organization.     The outcome 


of this project is expected to inform researchers, industry and policy makers. Researchers in 


this area will be interested in our differentiation of organizations that self-employ the 


‘accelerator’ label as well as differentiation of (sets of) performance metrics. Linking the 


organizational characteristics to the performance metrics remains fertile ground for theory 


development. Industry (including accelerator operators) will be interested in objective 


analysis of the different types of ‘accelerators’, their operating model, and respective 


performance metrics. Policy makers will be interested in implications on how to support such 


programs, if their performance metrics are aligned with national priorities. 
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Business model innovation (BMI) has emerged as a powerful source of competitiveness. 


However, firms still face obstacles when innovating their BMs. The academic domain has 


concentrated on investigating the antecedents, typologies and effects of the phenomenon, 


whereas the dynamic mechanisms driving BM evolution and development have received little 


attention. The purpose of this exploratory study is to provide a theoretical grounding and 


research agenda to investigate the process of BM change over time. Our conceptual model 


deconstructs BMI as a sequence of BM change events across time, and analyses the process 


from three different temporal scales. A quantitative, longitudinal research has been purposely 


designed to enable analysis of a large sample of companies applying data mining techniques 


while following a processual philosophy. This study intends to provide an incremental 


contribution to theory that explains the dynamics of BMI. In addition, by assessing the 


sequence of events leading to change as well as the timing in which change is implemented, 


this study may support existing businesses in anticipating and developing innovation plans 


with a greater degree of certainty, allowing faster and more efficient BM transformations. 
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The research in this paper reveals how Small and Medium-sized Enterprises (SMEs) can 


contribute to project benefit management for offshore wind energy to be competitive. The 


research is based on a longitudinal qualitative study starting in 2011 with 10 SME wind park 


suppliers. The research continued with a focus group interview and individual interviews 


with 20 larger enterprises and SMEs within operation and maintenance in wind parks with 


follow up in a seminar May 2015.     The findings reveal opportunities and challenges for 


SMEs to contribute to project benefit management in wind parks. Four different routes are 


identified for the SMEs: competition on arm’s length conditions; demand-driven cooperation 


for SME suppliers possessing specific valuable knowledge; supplier-driven cooperation for 


SME suppliers to provide joint solutions to larger enterprises; partner-driven collaboration for 


SMEs to work on equal conditions with larger enterprises. The SME contribution to project 


benefit management is present and different in all four routes. The findings reveal that it is 


difficult for SMEs to move from the arm’s length approach given by the tender legislation to 


the other three routes for SMEs to enhance Project Benefit Management. It is especially 


difficult to move to the partner-driven approach. Here the intermediary roles of either 


demand-driven or supplier-driven SME approach are needed before the partner-driven 


approach is likely to be achieved.   A contribution is hereby made to the understanding of 


how SMEs can contribute to project benefit management. This understanding can be used by 


SME suppliers, larger enterprises, academic researchers and policy bodies to elaborate and 


take action on in concrete offshore wind project context. 
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Principal topic  Family business is the dominant form of business structure (Sharma, 


Chrisman & Gersick 2012) and is an area that has only recently commenced receiving 


significant attention in the literature (Benavides-Velasco, Quintana-García & Guzmán-Parra 


2013). The aim of this research is to add to the knowledge about family business, specifically 


the characteristics of business models in family wine businesses in one particular 


winegrowing region in Australia.     A business model is generally understood to be a 


description of the way in which a trading organisation generates and sustains its revenue 


stream (Stewart & Zhao 2000). The importance of business models has been highlighted as 


an important area for further research (Baden-Fuller & Morgan 2010), as they enable an 


understanding of value creation (Zott, Amit & Massa 2011), as well as provide  a description 


of how the business enterprise operates (Magretta 2002).  It is also an area that has been 


identified to be of key importance to the success of a business (Baden-Fuller et al. 2010). 


Despite the prevalence of family businesses, there has been limited research into business 


models in such organisations.    The research question in this exploratory study was ‘what do 


the owners of small family wineries understand to be the dimensions of the business model 


for their organisation”.   This research contributes to existing theory and practice by:  - 


identifying the dimensions of the term “business model” held by the managers of these small 


family businesses    Methods/Key Propositions  Selection was designed to arrive at a sample 


that was as homogeneous as possible, and participants were the owners of 10 small family 


wineries in a single wine-growing region in Australia. Triangulation was carried out by 


interviews with three consultants and advisers who were directly associated with the wine 


industry and with this particular region.     Participants were asked to describe what they 


considered to be the major drivers within their business, and how they believe that they 


generated and retained value. Qualitative data was obtained from semi-structured in-depth 


interviews and was analysed using concept mapping (Borgatti, Everett & Johnson 2013).      


Findings and Implications  Analysis of responses using concept mapping revealed four broad 


conceptualisations or definitional themes including a focus on “doing something special”, and 


“relationships” that could be identified in terms of the theory of social economic wealth or 


SEW (Berrone, Cruz & Gomez-Mejia 2012). The research also identified a number of minor 


clusters of comments that could be interpreted to represent an appreciation of generally-


understood aspects of business models in financial terms, and these included “channels to 


market”, and “sensitivity to customer preferences”.     The findings suggest strongly that the 


CEOs and owners of these businesses perceive value creation and retention in a very different 


manner to that proposed in the business model literature. This has significant implications for 


practice, and provides a contribution to the theory by proposing that business models of these 
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enterprises are perceived by their owners in terms of a non-traditional theoretical constructs 


such as SEW to which little attention has so far been given within the literature (Naldi et al. 


2013) 


 


  







27 
 


Knowledge search and innovation: a replication and extension to the public sector 


 


Burgers, Henri 


Queensland University of Technology 


Casali, Luca 


Queensland University of Technology 


Contact person: Henri Burgers henri.burgers@qut.edu.au 


 


Knowledge search and innovation: a replication and extension to the public sector    Principal 


Topic   The vast majority of innovation and corporate entrepreneurship literatures focus on 


the private sector with scant attention to the public sector. We have very little insight into the 


extent theories and findings regarding innovation in the private sector are applicable to the 


public sector. This is an important problem, given the public sector is not only the largest 


employment sector in most countries, but also under increasing pressure to deliver better 


outcomes via innovations of processes and services. Moreover, the public sector exhibits 


certain characteristics that may inhibit application of “private sector” innovation theories 


(Potts and Kastelle, 2010).   One such difference is that public sector organisations may be 


more risk adverse (Bozeman and Kingsley, 1998) and are more prone to reduce uncertainty 


(Arrow and Lind, 2014). Searching for information is one way to reduce uncertainty 


(Shepherd et al., 2012). There is a significant body of literature on the effects of searching for 


knowledge in a variety of sources improves innovation outcomes in private firms (cf. Laursen 


and Salter, 2006; Leiponen and Helfat, 2010). From an uncertainty reduction perspective, 


using a variety of knowledge sources may therefore be important in public sector innovation 


as well. Yet, other studies have argued that public sector organisations are more able to 


accept risk and uncertainty due to being devoid from market pressures (Arrow and Lind, 


2014). Public sector organisations may face barriers to using outside sources (Sorensen and 


Torfing, 2011). In other words, there are two opposing perspectives on whether use of 


knowledge sources is more or less likely in regards to innovation in the public sector.   We 


aim to address this important gap in our understanding by first replicating the seminal studies 


of Laursen and Salter (2006) and Leiponen and Helfat (2010) in the public sector and 


subsequently extend it via an in-depth investigation in barriers and enablers of innovation and 


search processes in those organisations.      Methodology / Key propositions  We use survey 


data of 3273 public sector organisations across 29 European countries (27 Member States of 


the European Union plus Norway and Switzerland) to investigate the differences. We took a 


number of steps in the replication process. First, we mapped the variables in the original 


models with our variables to construct similar models. Some of the measures had to be 


contextualised as for example private sector innovation performance might be judged along 


the lines of % of revenue or market share, such measures are not applicable to public sector 


organisations.  Secondly, we ran the models with the same techniques used in the original 


papers and conducted robustness checks with alternative analytical techniques to further test 


the veracity of our replication assumptions.  Thirdly, we aim to conduct a series of post-hoc 


tests introducing additional variables to create a better understanding of barriers and enablers 


of the knowledge search – innovation relationship in public sector innovations. For example, 
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we have data on their perceptions of risk aversity and uncertainty in their organisations. We 


also have data on a range of firm-level enablers such as incentives and management support 


for entrepreneurial initiatives and possible inhibitors such as lack of resources and regulatory 


requirements.  We are currently conducting the second and third steps but we are confident 


that this will be completed well in-time.    Implications  We envisage at least two important 


contributions. First, we provide further insight into the robustness of the knowledge search- 


innovation relationships by replicating it in the public sector context. Second, our findings 


provide new insights into innovation processes in the public sector, a sector strongly lacking 


robust research into innovation (Potts and Kastelle, 2010). In particular we investigate firm-


level variables such as attitudes towards risk and uncertainty and barriers and enablers 


regarding the use of knowledge sources toward innovation outcomes. It should also have 


strong implications for practitioners in the public sector by providing systematic, multi-


country insights into how to enhance innovation in their organisations. 


 


  







29 
 


*Hybrid Value:  How are Australian hybrid companies redefining value? 


 


Castellas, Erin 


Monash University 


Stubbs, Wendy 


Monash University 


Ambrosini, Veronique 


Monash University 


Contact person: Erin Castellas erin.castellas@monash.edu 


 


This study examines the meaning of hybrid value—a plural form of value that includes more 


than one component type of value, typically including social, environmental, and financial 


value. It addresses the paradox of whether and how organizations are able to reconcile the 


tensions that arise in a plural or hybrid context by examining the underlying logics and 


meanings at play in the pursuit of hybrid value.  Based on qualitative data from six Australian 


hybrid value organizations, it explores the nuances and relationships between different types 


of value using thematic analysis.  Combining institutional logics and value theories, we 


identify nine distinct types of hybrid value that form a hybrid value taxonomy and typology. 
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This paper focuses on the extracurricular business plan competition (BPC), a common feature 


on university campuses worldwide. While such competitions seek to engender 


entrepreneurial learning and start-up activity there is growing scepticism regarding their 


utility, largely as a result of overemphasis on the written business plan which can be 


counterproductive to achieving entrepreneurial activity and learning which competitions seek 


to encourage, raising the question what a more appropriate model might be. The paper 


explores the conceptual rationale for such a view, against the backdrop of an effectual turn 


within entrepreneurship and suggests how effectuation could be translated and embedded 


within competition practice and provision. A key assertion is that emphasis within 


competition provision should shift from the action of business plan production toward 


business implementation. Five guiding principles are offered defining how an implementation 


competition could be operationalised, embedding implementation in the ‘here and now’ of 


competition experience rather than assuming it may follow in the future. It is argued that the 


‘implementation competition’ would be better placed to achieve current BPC objectives, 


reducing action deferral and promoting the idea that ‘anything is possible within the context 


of now’, encouraging a more seamless transition between competition participation and post-


competition entrepreneurship. 
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This paper seeks to explore how the structure and content of the networks developed by 


Jordanian female entrepreneurs in technology-based firms develops through the start-up and 


early growth stages. The work investigates these elements within a Middle Eastern society 


which constitutes an environment and context about which there is a dearth of studies. 


Findings are reported and theoretical model presented from the qualitative study which used 


in-depth interviews with the female entrepreneurs who had founded 10 technology-based 


firms, to investigate aspects which include the structural dimensions and content of the 


network ties, and how these evolve during the early stages of the firm development process. 


The study reveals some differences in the Jordanian case from findings obtained from studies 


of western female entrepreneurs, particularly in terms of the type of actors who were utilised 


to access resources and support at different points in the business development process. 
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Title Defining the Entrepreneurial University within a Framework of Innovation and 


Education   Principal Topic There is a global movement by academic organisations to adopt 


strategies designed to transform themselves into entrepreneurial universities (Etzkowitz, 


2008). What are the criteria that define a university as being entrepreneurial?  Can 


universities use such criteria as a guide to how they can become more entrepreneurial?   


Method This paper begins by examining the range of criteria used in documents containing 


descriptions of entrepreneurial universities (e.g. Thorp and Goldstein 2010, Coyle 2013 and 


Mazzarol 2014). Examination is also made of “A Guiding Framework for Entrepreneurial 


Universities” (European Commission and OECD, 2012), the associated online self-


assessment tool HEInnovate, and published self-assessments (Bischoff, 2015) at the level of 


individual institutions (e.g. Cambridge in the UK, Erasmus University Rotterdam and Lund 


University in Sweden) and also at the national level (e.g. the Bulgarian university system).    


It is not always clear from case descriptions which criteria are essential for a university to be 


considered entrepreneurial. Is it sufficient to meet a small number of essential criteria? Is it 


sufficient to have entrepreneurial activity in one part of the university or must an 


entrepreneurial approach permeate all activities? Might an emphasis on entrepreneurial 


innovation be in conflict with the primary objectives of research and education? Can a range 


of criteria be used to construct a comprehensive and guiding framework? Is there a danger 


that the concept of the entrepreneurial university becomes so broadly defined that is becomes 


ubiquitous and diminished in value?   To answer these questions, the criteria from the source 


materials are analysed.  Consideration is given to those criteria that might be judged essential 


to a definition of the entrepreneurial university.  A comparison is made with criteria used in 


corporate entrepreneurship (Morris et al., 2008) so as to further evaluate the concept of 


entrepreneurial approaches in the context of higher education.    Building from the premise of 


the triple helix (Etzkowitz, 2008), the paper proposes a framework which locates the 


entrepreneurial university in an “Innovation and Education” framework, whilst incorporating 


the primary objectives of education and research.  Using the proposed Innovation and 


Education framework, a critique is offered of the OECD guiding framework for 


entrepreneurial universities and the online HEInnovate tool.   Results and Implications This 


paper makes important contributions to research on the entrepreneurial university.  Criteria 


that define the entrepreneurial university are presented within a coherent over-arching 


framework of Innovation and Education. The framework enables self-assessment and could, 


therefore, assist academic organisations in their efforts to transform themselves into 


entrepreneurial universities. 
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While business model innovations are critical to a company’s long-term survival, they are 


still poorly understood compared with other kinds of innovations. In this paper, we 


systematically investigate prior research and reframe business model innovation. We report 


on a discourse analysis of interviews with CEOs of small and medium enterprises from the 


tech industry, with the aim of recording their definition of business model innovation. This 


research intends to contribute to a better understanding of the meaning and process of 


business model innovation from a practitioners’ perspective. We derive implications for 


innovation and entrepreneurship scholars based on the responses analyzed. These findings 


open new directions for theory development and empirical studies in the business model and 


entrepreneurship literature. 
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Principal Topic. Our purpose is to investigate the entrepreneurial behaviour that underlies 


artists' creative and business success. Our unit of analysis is the creative artist and their 


entrepreneurial behaviour to be artistic and earn an income.   We model the life of an artist in 


terms of three interrelated dimensions or aspects of activity: artistically creative (AC), 


entrepreneurial (EL) and income yielding (IY). We define "entrepreneurial" to focus on the 


innovating role of entrepreneurship and improvement through different and better products, 


or different and better production processes, or both.    A creative artist's life may at any 


moment be one-, two- or three-dimensional (AC; EL; IY; AC+EL; AC+IY; EL+IY; 


AC+EL+IY). The following research questions arise. 1) Why and to what extent might 


creatives choose to organise their lives to occupy these spaces, given the other types of 


arrangement available? 2) How does the purposefully innovative behaviour defined to 


characterise entrepreneurial activity influence and shape artistically creative activity which 


might, take the form of "creative play" (one-dimensional AC). 3) How does the additional 


objective of earning income, via IY, interact with EL to shape artistic creative activity 


further?    Method. We include four case studies of multidisciplinary artists who shared their 


experiences of making successful businesses out of their art. Most indicated that they seek to 


combine artistic creativity with business.  They redefined their image to develop business 


management skills in their daily practice, both to achieve greater creative success in their 


artistic projects and to earn more income from their work.   Results and Implications: This 


contributes to entrepreneurship literature and how the innovating role of entrepreneurship 


contributes to artistic creativity and business income. Findings inform the development of 


education and training programs for emerging and early career creatives, and increase their 


employability. 
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As they grow, companies that were once characterised as agile, innovative and 


entrepreneurial, tend to become bureaucratic and slow to respond to changes in their 


environments. In order to stay competitive and build competitive advantage, managers realise 


that they have to rejuvenate the entrepreneurial spirit and innovate on a sustainable basis, yet 


this remains a significant challenge for them. Our corporate entrepreneurship and innovation 


course for post-graduate students cultivates and understanding of entrepreneurship and 


innovation in the context of established business. Its unique design, which follows a logical 


progression of data collection in real-life participating organisations through secondary and 


primary research, assures in-depth understanding of the factors that shape the current 


organisational profiles. Students, working in teams, draw on this data and entrepreneurship 


and innovation theory to develop practical corporate entrepreneurship development plans 


which they present to their ‘clients’. These plans reflect leadership orientation represented by 


entrepreneurial visions and strategies, as well as contextualised factors for control in the form 


of innovation processes and tools. Finally, teams recommend a range of tactics that foster 


supportive environments for entrepreneurship and innovation. In the process of doing so, 


students are themselves transformed from being traditional managers to becoming 


entrepreneurial managers. 
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Small business enterprises (SBEs) have a significant role for economic development globally. 


Indigenous business enterprises (IBEs) and immigrant small business enterprises (ISBEs) are 


expected to contribute more towards job creation and economic development of the regions 


in which they operate. This expectation needs to be assessed within the context of a dynamic 


and changing environment in which SBEs exist.    Rapidly changing consumer demands 


fuelled by an intensifying globalisation of ICT is a major contributor to changes in products, 


markets and the environment in which SBEs operate. This forces IBEs and ISBEs to become 


increasingly interdependent and use strategic networking relationships to manage challenges, 


exploit new opportunities and improve performance.    This study aims to investigate how 


IBEs and ISBEs used business networking relationships to manage performance in a 


changing environment. A qualitative and a case study based approach are used in this study.    


Findings indicate that IBEs and ISBEs used business networking by serendipity and not as a 


carefully planned strategy. Although the sample IBEs and ISBEs had lean governance 


structures which enabled flexibility in decision making, they suffered from knowledge gaps, 


staffing issues, managerial inefficiencies, marketing and selling challenges, cash flow 


management problems and constraints on technology and resources. This precluded many 


from exploiting new business opportunities. Although strategic business networking 


relationship could be used to minimise the challenges and enhance performance, many 


depended on family members, informal business contacts, occasional mentors and 


accountants for help. Seeking advice from professionals was costly and beyond their budgets. 


There are policy implications from the findings for training and development of business 


networking strategies amongst IBEs and ISBEs.   
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Research focusing on business model innovation tends to either be case-based, studying the 


transformation of a firm’s business model, or normative in terms of how to implement new 


business models. Prior research has tended to neglect the various choices and decisions of the 


organization for business model innovation and the mechanisms that lead to good or poor 


business model implementation performance. This paper identifies mechanisms that influence 


the performance of the business model innovation process. Empirically, the paper draws on 


two case studies of two multinational firms, Skanska and IKEA, and how they organized their 


business model innovation processes. The paper identifies four mechanisms, including 


search, leadership, commitment, and external collaboration, derived from within-case and 


cross-case analysis. The paper contributes to the growing field of business model innovation 


by showing important mechanisms that influence the potential and performance of the 


implemented business model innovations. 
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Principal Topic:  The effect of family business ownership on firm-level innovation remains 


little understood (De Massis et al., 2013a). Our lack of knowledge partly derives from the fact 


that the growing body of research investigating innovation in family firms yielded mixed and 


inconsistent results (Carnes & Ireland, 2013; De Massis et al., 2013a). Within this literature 


the majority of studies have either focused on innovation inputs, notably R&D spending 


(Block, 2012; Chen & Hsu, 2009; Chrisman & Patel, 2012), or innovation outputs such as 


patent citations (Block et al., 2013) in the context of family firms. Most recently however, 


scholars have called for additional insights on how family business ownership shapes the 


organizations’ innovation activities (De Massis et al., 2013a) and their general tendency to 


experiment and support new ideas, referred to as innovativeness (Lumpkin & Dess, 1996). 


Developing a better understanding on the family specific antecedents of firm-level 


innovativeness is crucial, as the latter has been found to promote performance (cf. Lumpkin 


& Dess, 1996; Wiklund & Shepherd, 2005). Moreover, shedding light on whether and how 


family business ownership affects organizational innovativeness holds promise for explaining 


the heterogeneous findings of existing literature focusing primarily on input and output 


variables (De Massis et al., 2013a).   Methodology:   We argue that these inconsistent 


findings might be caused by the scholarly neglect of two sources of heterogeneity among 


family owned firms. First, family firms differ regarding the extent to which they focus on 


family specific socio-emotional wealth (SEW) (Berrone et al., 2012), which might explain 


the inconclusive results within the literature comparing innovation in family versus non-


family firms. In this paper we argue the owner-mangers’ focus on SEW is dependent on 


family functionality (Smilkstein, 1978). If owner-mangers are highly satisfied with their 


intra-family relationships they are more likely to pursue familial goals in the corporate 


context leading to a higher attention on SEW. If, on the contrary, family functionality is low, 


owner-mangers are expected to block out the ‘family logic’ (see Greenwood et al., 2010; 


Miller et al., 2011) whilst being at work and instead purely act according to corporate 


principles. Second, family business scholars maintain that owner-mangers’ SEW is not a one-


dimensional construct but instead incorporates five distinct dimensions (Berrone et al., 2012; 


Cennamo et al., 2012). Yet, it remains unclear whether and how each SEW dimension affects 
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innovation in family firms. In this paper we tap into this research gap by investigating the 


effect of each SEW dimension on the firms’ innovativeness. Accordingly, we hypothesize 


that a strong influence of the familial value system and a high degree of family-firm 


identification reduces firm level innovativeness due to the familial preference for the status 


quo (Gomez-Mejia et al., 2011; Gomez-Mejia et al., 2007) and desire for stability (Carnes & 


Ireland, 2013). On the contrary, we expect that strong ties to employees and emotional 


bonding among active family members increase the firms’ tendency to innovate because tacit 


knowledge that is vital for innovation activities (Sirmon & Hitt, 2003) is more likely to be 


shared and combined in such trusted and close-knit relationships. Finally, we argue that the 


owner-mangers’ wish for dynastic succession increases firm innovativeness as it centers 


owners’ attention on the long-term prosperity of the firm. Such long-term orientation has 


been found to increase the propensity of investing in innovation (Classen et al., 2013).   


Results and Implications:   Our findings, which derive from a sample of 141 Finnish family 


business owners using structural equation modeling, contribute to family business literature 


in three important ways. First, we contribute to the growing literature on innovation in family 


firms by shedding light on the antecedents of those firms’ innovativeness. A better 


understanding of what drives and what hinders family firms’ innovation tendencies might 


help to resolve the seemingly conflicting results generated by existing literature focusing on 


innovation inputs and outputs (De Massis et al., 2013a) and family versus non-family 


comparisons (e.g., Chrisman & Patel, 2012; De Massis et al., 2013b). Moreover, using 


structural equation modeling enables us to conduct a holistic exploration of family firm 


innovativeness, including family level antecedents, as well as firm level performance 


implications. Second, we contribute to the literature on socio-emotional wealth (Berrone et 


al., 2012; Cennamo et al., 2012; Gomez-Mejia et al., 2011) by exploring the effect of each 


SEW dimension individually on firm level innovativeness. While the five dimensions 


proposed by Berrone et al. (2012) enjoy broad acceptance within the family business 


literature studies testing the effect of each dimension are still sparse. Moreover, our study is, 


to the best of our knowledge, first to explore how SEW emerges (Berrone et al., 2012) by 


identifying and testing family functionality as important precursor of the owner-mangers’ 


attention to SEW. By doing so, our study speaks to researchers cautioning that not all family 


business owners automatically pursue non-economic goals (Berrone et al., 2012). Finally, our 


results contribute to literature that has started exploring the interplay of the family and the 


corporate logic in the context of family firms (Greenwood et al., 2010; Miller et al., 2011; 


Mitchell et al., 2011). We argue that the influence of the family logic on corporate 


innovativeness is dependent on owner-mangers’ satisfaction of their family life. Accordingly, 


high degrees of family functionality drive institutional pluralism in family businesses that 


emerges as the family logic coincides with the corporate logic in this type of firm 


(Greenwood et al., 2011). 
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PRINCIPAL TOPIC  When prospective entrepreneurs think of new venture ideas, both their 


prior knowledge and motivations come into play (McMullen & Shepherd, 2006). It is often 


implicitly assumed in entrepreneurship research that the profit motive is the driver behind 


new venture creation, beginning with the new venture idea (Van de Ven, Sapienza, & 


Villanueva, 2007). However, research in social entrepreneurship has revealed that altruism 


leads many entrepreneurs to start socially-oriented ventures with much less emphasis on 


profitability (Germak & Robinson, 2014). In fact, the wider literature in the behavioural 


sciences confirms that altruism is a universal and powerful human motive (Bowles & Gintis, 


2011). Why is it, then, that most ventures appear to be profit-oriented with barely any goals 


to enhance social welfare?   Human cognitions and behaviours are not determined by motives 


alone. Norms, which derive from institutions, also need to be taken into account (Berger & 


Luckmann, 2011; Cialdini & Trost, 1998). Prospective entrepreneurs, when generating a new 


venture idea, are subject to the norms of the market. These norms of the market are 


manifested in the standard practices of businesses and are, in most industries, based on the 


central logic of profit-maximization (Pache & Santos, 2013).   There are two major 


isomorphic forces that are active during the venture idea generation process. Mimetic 


isomorphism dictates that if prospective entrepreneurs only have prior knowledge of standard 


practices that are designed for profit-maximization, then their new venture idea is highly 


likely to incorporate such practices (DiMaggio & Powell, 1983). Similarly, coercive 


isomorphism threatens the deprivation of legitimacy and funding if a new venture idea is 


divergent from the norm (DiMaggio & Powell, 1983). Therefore, this study proposes that 


isomorphic pressures make it likely that new venture ideas will be more profit-oriented and 


less socially-oriented. Further, through the concomitant isomorphic pressures, this profit-


maximization norm is likely to constrain the altruistic motive during the generation of a new 


venture idea.   However, the mimetic isomorphic pressure may be weakened when there are 


established alternative templates available (Oliver, 1991). Nonprofit organizations provide an 


alternative template to profit-maximizing practices (Battilana & Dorado, 2010). Further, the 


practices of nonprofit organizations also derive substantial legitimacy from the wider society 


and such practices can elicit private donations for funding (Pache & Santos, 2013). Therefore, 


we also propose that work experience from nonprofit organizations can potentially counteract 


the isomorphic pressures to make venture ideas profit-oriented.     METHOD  This study 


employs a survey instrument administered to 197 postgraduate students: a sample that is 
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theoretically relevant as a group of potential entrepreneurs. In the survey, participants are 


asked to generate a venture idea based on 3D-printing technology and describe their idea. 


Open-ended questions were designed to capture specific aspects of the idea in order to gauge 


its social orientation – the venture ideas were later rated for social orientation by two 


researchers. This method of capturing venture ideas generated in real-time is based on 


Grégoire, Shepherd, and Schurer-Lambert (2010). After generating and describing their 


venture idea, participants were asked to indicate how strong they perceived the profit-


maximization norm to be in their target industry – this indicated isomorphic pressures. Later 


questions collected information about the target industry for the idea, expected funding 


sources, work experience, and altruism. Scales for altruism and the profit-maximization norm 


that are pertinent to social entrepreneurship were developed and incorporated into the survey. 


Hierarchical linear regression was performed in order to test our main- and moderation-effect 


hypotheses.    FINDINGS AND IMPLICATIONS  The results confirm that greater altruism 


leads to more socially-oriented venture ideas. There is also support for the hypothesis that the 


profit-maximization norm makes new venture ideas less socially oriented. Moreover, the 


study finds evidence in support of the hypothesis that the profit-maximization norm inhibits 


the altruistic motive in the generation of a new venture idea. Although the results did not 


support that experience in the nonprofit sector leads to more socially-oriented venture ideas, 


they did indicate that such experience moderates the isomorphic pressures to conform to the 


profit-maximization norm.  This study contributes to both the entrepreneurship literature and 


the institutional theory literature. To the best of our knowledge, our study is the first to 


examine the social orientation of new venture ideas, elucidating the factors that influence 


social orientation. As far as institutional theory is concerned, this study answers calls for 


empirical research on the microfoundations of institutions – based on the notion that 


institutions are produced and reproduced at the individual level (Powell & Colyvas, 2008). It 


does so by exploring the constraining effect of dominant institutions on the motives of social 


actors and the subsequent mitigating effect of alternative institutions.  There are many social 


problems in the world that remain unaddressed and under-addressed. The private sector can 


play an important role in alleviating such problems through social entrepreneurship. This 


study finds that there are institutional factors that constrain altruistic motives during the 


generation of a new venture idea and consequently restrict social entrepreneurship. The 


discovery of such constraints is the first step towards minimizing hitherto unidentified 


restrictions on social entrepreneurship. 
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This paper aims to investigate the nature of the nascent pitch, by applying the narrative 


paradigm to better understand how nascent entrepreneurs seek to acquire resources via a 


pitch. Fourteen videos of supported and non-supported pitches from Startup Weekend 


Sunshine Coast 2015 were analysed using a Grounded Theory approach. The findings that 


emerged show that audience engagement, speaker credibility, and effective use of symbols 


are the pillars of an effective pitch. These three themes, when used well enabled an 


overarching communication framework of personalisation. Personalisation occurs when the 


pitch becomes personally relevant to the audience, rather than an abstract concept. This 


allows them to visualise and relate to the venture concept and participate in what is being 


pitched. This paper contributes to the entrepreneurship discipline by crystallising the crucial 


elements of the nascent pitch for human resources. This study provides guidance for nascent 


entrepreneurs on significant elements to consider for a nascent 60 second pitch. Furthermore, 


it provides a framework for entrepreneurship mentors to guide and support nascent 


entrepreneurs. While some researchers have studied the venture capital pitch, this paper 


addresses the overlooked nascent pitch, often used to gain human resources and social 


support. 
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The study explores current practices of entrepreneurial philanthropists (EPS) in the United 


Kingdom. The data is drawn from an inductive analysis of high net worth British 


entrepreneurs engaged in entrepreneurial philanthropy (EP).  The study used a qualitative 


case study research strategy, informant interviews were conducted with three main groups: 


the principal philanthropist, the foundation executives and the social venture organisations in 


receipt of philanthropic investment. The findings allow for the managerial and strategic 


practices of EP to be explored. The findings show EP involves the application of multiple 


types of resources within and beyond the individual philanthropist’s command.  The 


opportunity based behaviour through which the individual’s financial wealth, contacts, 


entrepreneurial expertise, knowledge and reputation are deployed is shown to be fundamental 


to how EP is practiced.   Moreover, entrepreneurial management as a routinized behaviour set 


is shown to permeate the practice of EP. This is emphasised through the acquisition of 


resources accessed through strategic partnerships with influential individuals and 


organisations. The findings highlight that EPS adopt a co-operative and minimalist approach 


where entrepreneurial values and competencies are integral to their philanthropy. The paper 


contributes to the entrepreneurship discipline by presenting the practices of EP as viewed 


through an entrepreneurial management theory framework. 
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This paper attempts to measure social, knowledge and financial value flows in a regional 


enterprise support network that brings together entrepreneurs, service providers, universities 


and investors. The research involves a three-year study of a UK-based enterprise support 


network modelled after a US network model operating since 1985. The study reveals that 


network value is reliant on reciprocal value exchange and benefit provision to all 


constituents, rather than simply new enterprises and facilitated by an appropriate mix of 


constituents and recurrent knowledge-based events that stimulate engagement. Knowledge 


and financial value have proportionally increased over a two-year period and we find that a 


strong correlation between financial value, measured in terms of securing investment, and 


development of positive social relations. In measuring perceptions of network value over 


time, this study offers several implications for policy and practice related to enterprise 


support. 
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The Michael Crouch Research Centre (MCIC) UNSW opened in July 2015 as an inclusive 


and cross disciplinary space for students to connect with each other, staff and industry with 


the goal of furthering innovation and entrepreneurial activity. In December 2014, two user-


centred design research sessions were conducted in order to determine desirable features, 


resources and programs for MCIC as viewed by UNSW students across programs and levels 


of study from undergraduate to doctoral. A variety of design research tools were used to gain 


user /stakeholder insights for the MCIC during two identical user-centred design (UCD) 


research sessions. The materials generated in this process were later analysed and synthesised 


into a set of recommendations. Key themes Results and Implications were identified and the 


research findings were distilled into information that could be usefully applied in the 


development of the MCIC space and programs. Students identified Connecting, Learning, 


Making, and Recreating as important activities for them. These findings may have 


applications outside the MCIC for the development of spaces, courses, programs or platforms 


to assist students to collaborate for innovation and entrepreneurship. 


 


  







46 
 


Developing social entrepreneurship capacity in undergraduate students through 


involvement in ENACTUS 


 


Griffith, Selena 


University of New South Wales 


Ky, David 


University of New South Wales 


Contact person: Selena Griffith selena.griffith@unsw.edu.au 


 


Title    Developing social entrepreneurship capacity in undergraduate students through 


involvement in ENACTUS    Principal Topic  ENACTUS is a global organization describing 


itself as ‘A community of student, academic and business leaders committed to using the 


power of entrepreneurial action to transform lives and shape a better more sustainable world’      


It is an excellent service learning   opportunity for students and acts as an engagement and 


leadership development program that can be run by any university. Students work towards 


delivering positive sustainable impact through identifying opportunities to create value for 


communities via a social entrepreneurship models. Each country holds annual national 


competitions to showcase and evaluate the projects and initiatives developed by university 


teams. The winning teams represent their country at the global championships.      Method    


UNSW has a very active ENACTUS program with students participating from across all 


faculties. This paper will case study, document, critically reflect upon, and constructively 


critique how ENACTUS UNSW has developed a number of initiatives to support its social 


innovation activities and engage both internally and externally with a broad spectrum of 


communities, organisations and individuals to develop socially entrepreneurial approaches to 


problem solving.  Results and Implications  The discussion will provide details of successful 


internal engagement programs undertaken by UNSW ENACTUS to build a long-term 


sustainable student community of learning and collaborative practice. These include the 


development of an active and engaged UNSW community of students and an institutional 


network of knowledge experts to support project development and mentor teams. It will also 


outline the highly effective succession planning and active leadership development 


techniques UNSW ENACTUS has developed which utilize an action learning and learner 


leader scenario . Other internal engagement strategies such as winning formal recognition for 


student participation through AHEGS, embedding ENACTUS programs in formal courses 


and applying for Short Term Mobility Plan and Columbo Plan funding for these courses to 


encourage regional engagement by ENACTUS students will be covered.    External 


engagement strategies and programs that have supported the growth of ENACTUS UNSW 


through industry linkage, event hosting, as well as participation in and engagement and 


collaboration with communities in the social innovation and entrepreneurship space will be 


highlighted. Methods used in the formation of a business advisory board of external mentors 


and ENACTUS Alumni will be shared aling with the formation of an academic advisory 


board. Approaches to engaging with recipient communities to develop and deliver socially 


entrepreneurial programs and services will be detailed.     Possible future engagement 


activities will be presented along with student and institutional outcomes.    This information 
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may be used by other institutions wishing to develop similar approaches for their social 


entrepreneur programs or ENACTUS activities. 
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This paper investigates how social and economic missions coherently coexist in order to 


grow a hybrid - for-profit social - venture. Hybrids must adopt strategies to scale and grow 


their businesses commercially in order to maximize their social impact. Through an 


exploratory, longitudinal study of six hybrid ventures we find 3 different micro-level 


approaches to combine dual missions - intertwined, economic-first, social-first. We make 


three important contributions to the entrepreneurship literature: One, our study provides a 


nuanced understanding under which conditions ventures with dual missions can achieve 


growth. Two, we add another dimension to the concept of mission drift, namely ‘social 


mission drift’ that is the risk of overprioritizing social goals and objectives that causes a 


serious neglect of the profit-making mission. Three, we problematize the hitherto binary 


distinction between social- and profit-oriented entrepreneurship. 
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Social enterprises as hybrid organisations, play an important role in the third sector, 


balancing money and mission.  However, accountability for the dual objectives of these 


organisations is often implied, rather than made explicit. Accordingly, this paper draws upon 


accountability and legitimacy theories to examine communication of accountability by social 


enterprises. Involving an exploratory analysis of social enterprises in pursuing their dual 


objectives, this study used a multiple case study methodology, comprising interviews with 


managers of four employment-related social enterprises, and publicly available reports. 


Findings reveal that social enterprises’ social reporting was limited, and focused on activities, 


outputs and outcomes, rather than impact. Accountability for financial performance this was 


limited to internal communication within the organisation. A temporal dimension of 


accountability also emerged as social enterprises acknowledged their dual accountability, but 


prioritised financial over social performance in the early stages of the organisations’ life 


cycle. Implications suggest social enterprises may need to consider communicating 


accountability for both social and financial performance to a wider range of stakeholders, to 


enhance legitimacy and support, given the importance of their hybrid nature. 
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The legal boundaries of children’s rights in relation to family business issues are neglected 


and unclear. Family business research primarily takes an interest in the next generation when 


they reach an age to formally engage with the business. However, we acknowledge that 


minors can become owners long before they assume formal roles in the business. Through 


legal analysis we outline the boundaries of children’s ownership rights in family firms. We 


discuss ownership, governance and changes to the family composition such as new family 


members, death and divorce. All of which are framed by legal rules that are developed 


without any consideration of the special case of families in business. Our multidisciplinary 


approach of applying family law to family business management alludes to the call of more 


carefully dealing with family issues in family business research and contributes by 


illuminating the hitherto rather anonymous role of underage children in business families. 


Our elaboration contributes to family business research by outlining legal boundary 


conditions in terms of central family business issues. Furthermore, clarity on the legal rights 


of children in business families regarding matters fundamental to family business life should 


be of interest to practitioners and their advisors. 
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Extend business activities through aligning suppliers’ resources:  results from a Dutch 


multiple case study in SME’s  Principal topic  Corporate entrepreneurship focuses on 


transforming the established organization through strategic renewal of processes to take 


advantage of new business opportunities (see Goodale et al., 20011; Morris et al., 2008). As 


entrepreneurship is oriented at exploring new product-market combinations, the sales 


function seems to be an inherent entrepreneurial business function. The sales force is 


acknowledged as an important source of knowledge about customers and the market 


environment (Javalgi et al., 2014). At the same time other sources from other channels can 


generate competitive advantage. The organization should be configured to amalgamate the 


knowledge and information from the functional silos to turn into the firm’s success (Javalgi et 


al., 20014). According to Resource Based View (RBV) entrepreneurs should understand both 


the sales - and the suppliers’ market to understand sources of competitive advantage (Barney 


2012, Barney, 2001; Barney, 1991; Barney, 1986). In that sense, it is not only organization’s 


resources which are deployed, but resource acquisition and its deployment become part of 


studying entrepreneurship (see George and Bock, 2011, 86). The operations which connect 


firm’s both sides are then of importance to generate potential business opportunities (see 


Goodale et al., 2014, 117). By aligning the down- and upstream sides of the company an 


entrepreneur creates extended business activities.    Methodology / key proposition  This 


paper focuses on the entrepreneurial value creation processes via alignment of the down- and 


upstream sides of companies. We examine different ways in which companies align their 


sales/market side to the supply side. The explanatory model consists of insights from the 


Transaction Cost Theory (TCT), Resource Based View and completed with characteristics of 


Small and Medium Sized Enterprises (SME’s), e.g. the research population. Theoretically we 


test Barney’s assumption of the nature of competitive advantage by identifying connections 


between the sales and the supply side and how these connections can be categorized into 
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patterns of activities. By means of the latter, we empirically try to establish the usage of 


structured activities by entrepreneurs in their extended business activities in their SME’s. 


SME’s are characterized as informal, less specialized in business functions and low on 


available resources.  This article focuses on results from qualitative case study research. The 


company cases are selected on the basis of their value proposition. This criterion was 


deployed following the reasoning that how value creating activities are organized is formed 


by how a company wants to realize its value proposition (c.f. Rietveld, 2009). We selected 11 


companies according to the value propositions: operational excellence, product leadership 


and customer intimacy (Treacy & Wiersema, 1995).    Results and implications  From the 


case studies, we extracted four ways of aligning sales and supply in SME’s. Each of these 


four patterns enables to reach different value propositions. With this result we acknowledge 


the underlying assumption of the RBV. Moreover we prove that entrepreneurs in SME’s 


apply certain structured activities with which they try to reach business opportunities. An 


assumption is that seizing business opportunities can be supported by flexibly adapting 


different patterns. This is a manner to combine dynamic changes by implementing certain 


structures.  With this paper we make two contributions; (1) we empirically identify four 


patterns of activities which connect sales and supply (2) theoretically we acknowledge the 


underlying RBV statement on the sales – supply connection. 
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This paper explores the patterns of innovative entrepreneurship in Australia, showing the 


distribution and concentration of business creation, research and development (R&D), 


patenting and trademark activity across various regions of Australia. When innovation and 


entrepreneurship activities are examined geographically within Australia relative to the size 


of a region’s population, the paper finds that during the period 2008–14 these activities are 


concentrated in the major metropolitan areas of Australia, Sydney in particular. 


Innovation and entrepreneurship go hand in hand. There are no regions in Australia where 


high IP generation does not occur in tandem with high entrepreneurship. It was found that an 


increase in the number of patents and trademarks in a given region was positively associated 


with an increase in the number of business entries. In addition, for every 1 per cent increase 


in R&D expenditure, a 0.35 per cent increase was observed in patent application counts and a 


0.40 per cent increase in trademark application counts.  


Significant convergence of high levels of innovation activity and business creation was 


observed in areas of New South Wales and Queensland, where large numbers of businesses 


were generated in the Professional, Scientific and Technical Services industry. The presence 


of publicly funded research organisations in a region, particularly those hosting Centres of 


Excellence and Cooperative Research Centres, produced levels of patenting and trademarking 


three and a half times higher than the national average. Regions that host these research 


centres were also found to have twice as many businesses in the Professional, Scientific and 


Technical Services industry. 
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This paper sheds light on new venture creation within the creative industries and in 


particular, presents the results of a quantitative study examining the characteristic features 


of innovative business start-ups within the respective sector. Regarding innovation, recent 


studies show that the creative industries are an economic sector with internationally above-


average innovation potential. In Germany, for example, 87 percent of all existing creative 


ventures are considered innovative (Arndt et al., 2012: 50) and with regard to new venture 


creation, innovative businesses are started with a share of 18 percent within the creative 


industries (KfW, 2011: 21).  Despite the data indicating that there is a great potential for 


innovation in new venture creation within the creative industries, to date, there is hardly 


any discussion on innovative business start-ups in cultural entrepreneurship research 


(Hausmann and Heinze, 2014). This is all the more surprising in view of the fact that in 


general entrepreneurship research innovation and novel ideas are regarded as core 


characteristics of the entrepreneurship process (Bygrave, 2010; Edwards, 2008; Lumpkin 


and Dess, 1996). The latter mainly deals with the technology-based categories of product 


and process innovation (Hauschildt and Salomo, 2011). Nevertheless, in recent years, the 


term “innovation” is defined more broadly and also includes new combination of existing 


resources and non-technological innovation such as new ways of working, new business 


models, new distribution channels and new service concepts. In accordance with these 


“softer” categories, the term “innovation” can be applied to the creative industries, too. 


However, the few studies on innovations in the creative industries undertaken so far (Arndt 


et al., 2012; Bakhshi et al., 2008; Falk et al., 2011; KfW, 2011; Miles and Green, 2008; 


Müller et al., 2009) only partly build on this understanding. A further in-depth analysis is 


required, particularly in view of the peculiarities of innovative business start-ups. 


Accordingly, the purpose of the present study is to shed light on the concept of innovation 


in the context of new venture creation within the creative industries and to analyse selected 


sectoral, entrepreneurial and business features of innovative business start-ups in the 


respective sector. 
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This research paper explores the dynamics of employment and productivity growth in 


Australian firms using a newly created Expanded Analytical Business Longitudinal Database. 


The paper employs descriptive and OLS regression techniques to examine the contribution of 


young firms, particularly start-ups, to net job creation in the Australian economy between 


2001–2011. The results show that, similar to many other OECD countries, young SMEs 


contribute disproportionately to Australian job creation. Young SMEs made the highest 


contribution to net job creation in Australia (40 per cent) and start-up activity is responsible 


for most of this growth. Australia’s start-up activity is high but their capacity for growth 


appears to be limited relative to other OECD countries examined to date. A very small 


fraction (3 per cent) of start-ups drive the majority (77 per cent) of post-entry net job 


creation. We investigate the characteristics of these high growth firms and find that they are 


significantly more likely to be innovative and foreign-owned, exhibiting superior sales and 


profit performance but lower labour productivity performance compared to other surviving 


start-ups. 
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Findings from three case studies of world leading manufacturing firms show that the main 


encountered business model problems included product-market fit, value capture failure, and 


customers’ lack of trust and risk aversion towards novel solutions. The identification and 


formulation of the three problems act as guideposts for problem-solving and thus guides the 


business model innovation process. First, by theoretically equating business model innovation 


processes with search, we show that to profit, firms shift from experiential or backward-


looking search to forward-looking or cognitive search to create or discover new business 


model options. This shift is not sufficient for developing a new business model. Second, to 


progress there may be a need for changes in the complexity of the problems, altering the 


firm’s fitness landscape allowing for backward-looking problem-solving by drawing on 


existing capabilities. Third, firms need to dare to ‘risk their business’ by moving from offline 


evaluation to online evaluation for the business model innovation to come to fruition. 
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This paper presents an in-firm exploration of the construct of corporate entrepreneurship. 


Entrepreneurial behaviour is becoming increasingly important for all firms, regardless of size, 


age, or industry sector (Kraus 2013). Of the various dimensions of firm-level entrepreneurial 


orientation identified in the literature, it is argued that culture broadly defined, is the single 


common theme underlying all forms of corporate entrepreneurship. However, the presence of 


an innovation culture per se is insufficient to label a firm entrepreneurial (Anderson, Kreiser, 


Kuratko & Hornsby 2015). Rather, it is demonstrated that this label be reserved for firms that 


use innovation and education as mechanisms to redefine or rejuvenate themselves, their 


positions within markets and industries, or the competitive arenas in which they compete. A 


Corporate Entrepreneurship Climate Instrument (CECI) (Ireland, Kuratko & Morris, 2006) is 


used to gain an understanding of the internal environment at a Professional Services Firm and 


assess what parts of the internal culture and climate are fostering or inhibiting 


entrepreneurship within the firm. These findings are compared with an assessment by the 


owners of the impact of in-house entrepreneurship education over 5 years, has had on the 


culture of the firm. Theoretical linkages are drawn demonstrating how entrepreneurship 


education can catalyse corporate entrepreneurship and lead to innovation, competitive 


advantage and combating threats of disruption to its core business. 
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PRINCIPAL TOPIC: Despite Shane & Venkataraman’s (2000) call for studies on the 


interdependence of entrepreneurs and “opportunities”, empirical research going beyond the 


individual to explore the non-actor part of the “entrepreneurship nexus”, as well as the 


interplay between both, remains scarce (Davidsson 2015; Grégoire & Shepherd 2012). 


Replacing objective “opportunities” with subjective new venture ideas as the nexus partner, 


our study addresses this critical gap in the literature. Specifically, we investigate the 


contingent relationships through which the novelty of new venture ideas influences nascent 


ventures’ likelihood of getting established in the market. Highly novel new venture ideas 


represent a key source of economic development, as they imply greater potential for growth 


and high profits (Autio & Lumme 1998; Rosenbusch et al. 2011). However, novelty also 


increases the uncertainty, complexity and liabilities related to the venture creation process 


(Samuelsson & Davidsson 2009). This tension has recently led to a debate on the 


performance implications of novelty in the context of new ventures. We advance this 


emerging stream of research by focusing on nascent ventures (avoiding survival bias) and by 


disentangling mediating and moderating contingencies pertaining to the novelty-performance 


relationship. Concretely, we hypothesize a negative direct effect of novelty on new venture 


emergence due to exposure to amplified liabilities of newness (Amason et al. 2006, Hyytinen 


et al. 2015) and organizational legitimacy issues (Delmar & Shane 2004; Shepherd et al. 


2000). Yet, we also assume that novel venture ideas trigger greater resource investments by 


founder(s), which in turn positively affect new venture emergence (Reynolds 2007), as such 


partly offsetting the negative direct effect of novelty. Further, in line with previous nexus 


studies we argue that prior knowledge of the founding team is an important actor 


characteristic. Whereas prior work has relied on case studies (e.g., Shane 2000) or laboratory 


experiments (e.g., Grégoire & Shepherd 2012) and typically focused on the front end of the 


entrepreneurial process (discovery), we examine the effects of prior knowledge on 


completion of the entrepreneurial process (exploitation) using broadly based, observational 


data. We expect prior knowledge to have both a positive direct effect and to weaken the 


negative effect of novelty. The latter is assumed because greater levels of prior knowledge 


enable founder(s) to convey legitimacy on the nascent venture (Packalen 2007) and to 


alleviate liabilities of newness (Bates 1990; Gimeno et al. 1997).      
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ENT Edu has become a policy and critical agenda for Malaysian Higher Education 


Institutions (HEIs). One of the Malaysia aspires to instill an entrepreneurial mindset 


throughout Malaysian higher education system and create a system that produces graduates 


with a drive to create a job, rather than to only seek jobs. Therefore, the ENT Edu has been 


promoted and implemented into curricula in many universities in Malaysia. Nevertheless, the 


effectiveness of the ENT Edu is still debatable. Due to that reasons, this study will investigate 


the common practice in teaching ENT Edu at Malaysia HEIs by first conducting a document 


analysis related to ENT Edu. We thus triangulated with interviews with ten educators, the 


government officials from the Ministry of Education in Malaysia, and also the students. We 


found that although the common approach is still the passive approach (lecture), the 


educators also used the active approach (collaborative and experiential) in teaching ENT 


course. Yet, this study revealed that the used of difference pedagogical approach can impact 


differently to the learners’ outcomes. We also found that the educators’ business experience 


and the institution support also influenced the pedagogical approach used while student 


learning style and student interest will moderate the effect of learning outcomes. 
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Entrepreneurial venture growth is one of the core domains in the entrepreneurship scholarly 


inquiries. Despite the high failure rate, thousands of individuals decide to start ventures 


though; only few of them reach to major success. It is suggested that a cognitive perspective 


may provide important insights into key aspects of the entrepreneurial process. Simply put, 


cognition is viewed as inherent psychological factors of the entrepreneur that drives to 


success. This study reveals that though the entrepreneur has the desired cognition to be 


prospering, the entrepreneurial learning becomes important as a moderator in the said 


relationship.   The study has three objectives and which, are followed by two main hypothesis 


and four-sub hypothesis. The study is a large scale cross sectional survey utilizing 250 


entrepreneurs in order to get adequate number of respondents to execute structural equation 


modeling. Accordingly, it was found that cognitive factors of entrepreneurs played a 


significant positive impact on venture growth and entrepreneurial learning was found to 


moderate the said relationship.   The findings of the study reveal that the secret behind the 


successful entrepreneurs sets, as they may possess better-developed cognitive frameworks for 


accomplishing their task. Further, learning indeed help entrepreneurs to acquire better-refined 


cognitive frameworks for day-to-day business decisions and actions they take. 
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This paper provides an analysis of the evolution of Australian government innovation policy 


since the publication of the ‘Backing Australia’s Ability’ document, with a focus on how it 


relates to the university sector. It first responds to the question of how subsequent Australian 


governments have supported university entrepreneurship. Extending research beyond United 


States and European settings, it highlights the differences in socio-cultural and financial 


environments in Australia. Second, it describes the various key priorities of Australian 


government, aimed at developing an ecosystem that supports university entrepreneurship and 


academic entrepreneurs. To address these two aims, this study presents a document analysis 


that explores relevant government policies. Two types of data analysis, manual coding and 


automatic coding using Leximancer software, were applied to selected journal articles and 


government documents. The results of this analysis provide an enhanced understanding of 


academic entrepreneurship and its implications for universities, important to help 


practitioners and policy-makers develop a favourable ecosystem for university 


entrepreneurship in Australia. 
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This paper takes its starting point in an empirical problem, to which we believe current 


research have difficulties offering operational solutions. The root of the problem lies in the 


tensions between the common held expectations of small firms (SMEs) to contribute to 


society’s growth and innovation – and the different factors which makes such 


accomplishment challenging, including lack of time and the need to master different skills. 


Upon adding uncertainty with regards to goal definition; information scarcity or overflow and 


the pressure to manage an ever-changing market, this triggers frustration at instances where 


innovative action is needed the most.   The paper builds upon the idea that human interaction 


result in learning that either transforms or reproduces the processes involved. This relates 


back to the ideas of an organization’s need to explore new as well as exploit existing products 


and processes. The challenge for SMEs to deal with these both types of learning – and 


ultimately release innovative capacity – is at the core of this paper. We find that nature of the 


problem; degree of complexity and level of competence in the problem area are all important 


determinants for the chosen activities which also relates to the fit with the effectual learning 


processes. 
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Many authors have attempted to draw together a perspective on entrepreneurship that 


captures the influences of the environment. However, the description of the relationships 


between the entrepreneur, their firms and the broader environment or ecosystem, has varied 


among theorists. Based on the variations in viewpoint, this paper examines the aspect of 


entrepreneurial ecosystem measurement and stops to ask who makes use of the measures and 


why is it important for them to measure the entrepreneurial ecosystem? The contribution of 


this paper is to illustrate a holistic view of an entrepreneurial ecosystem for measurement 


purposes, and focus on the variations in measurement based on our international comparative 


perspectives from the USA, Australia, France and Japan. 
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An individual’s human capital affects their choice to become and entrepreneur and also their 


likely success as a nascent entrepreneur. This paper explores how hybrid employment—


entrepreneur opportunities impact these dynamics. Drawing on insights from decision theory, 


we argue that an individual’s human capital influences entrepreneurial pursuits as a two stage 


process, first shaping whether nascent entrepreneurship and/or employment enters an 


individual’s consideration set when they are facing a career transition and second influencing 


the outcomes of entrepreneurial pursuits. Using a novel longitudinal dataset of individuals 


facing career transition as nascent entrepreneurs, job seekers or both, we find that while 


hybrid nascent entrepreneurship (trying to start a business while being employed) has a 


positive influence on outcomes, hybrid search (concurrent job search while trying to start a 


business) has a strong negative influence. 
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Recent meta-analyses have underpinned the performance implications of firms’ 


entrepreneurial orientation (EO) (Rauch et al. 2009; Rosenbusch et al. 2013). However, the 


question remains how firms can actually implement and foster an EO through specific 


structures and processes in order to improve performance. Drawing upon the categorization-


elaboration model (CEM), that is, integrating the information processing/decision making and 


social identity approach, we investigate data from 56 multidisciplinary management teams of 


an internationally operating logistics firm. The results unveil a multi-level team process 


comprising team learning behavior, team decision making participation, and team 


identification as a mediating mechanism between the transactive memory system (TMS) of 


management teams and the pervasive formation of EO within the firm. Thus, we contribute to 


two yet rarely discovered fields of research. First, we unveil TMS as an antecedent of a firm’s 


EO and clarify how it manifests itself through complex team processes. Second, we explore 


outcomes—other than performance—of functional diversity in contemporary management 


team settings. In so doing, this paper reports theoretical and practical implications underlining 


the importance of well-designed multidisciplinary team structures and processes in 


supporting firms’ overall strategic orientation. Avenues for future TMS and EO research are 


presented. 
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Entrepreneurial opportunities and intentions play an important role in entrepreneurship 


process. Despite the recognition that entrepreneurial opportunities are at the center of the 


entrepreneurship process, entrepreneurial intention models have not included them explicitly 


as variables. Through regression analysis, we extend the theory of planned behavior into 


social entrepreneurship. The results show that attitude towards social entrepreneurship and 


perceived entrepreneurial desirability enhance socially-oriented entrepreneurial intentions. 


Moreover, attitudes towards social entrepreneurship are positively impacted by altruism, 


while perceived entrepreneurial desirability is driven by intrinsic and extrinsic reward. The 


results of the study imply that it could be a time to integrate entrepreneurial opportunities into 


intention models, and that we need to address the conflict between work values. 
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When pursuing entrepreneurship, more and more young people choose to apply the Lean 


start-up principles instead of following the traditional business-plan models. The Lean start-


up concept has been proven to be helpful in making both start-ups and traditional companies 


prosper in the business environment. In this article, the authors studied three start-up cases 


and analyzed them through the Lean start-up perspective suggested by Eisenmann, Ries and 


Dillard (2012). The main findings of this paper are as follows: First, the seven steps reflect 


the real situation in the lean start-up process at different phases. Second, the outsourcing 


strategy is indeed helpful to shorten the MVP development time especially for part-time 


founders. Third, the College graduate entrepreneurship fund supported by the government 


allows young start-ups to get their first bucket of gold and raises their survival rate. 
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This paper develops a conceptual and functional opportunity-based framework for 


entrepreneurship theory and practice by building on the collective wisdom and foundation 


laid by research scholars in the broader domains of economics, philosophy, organizational, 


entrepreneurship, and strategic management studies over the years. The framework ties 


opportunity, outcome, and process (O-O-P) of a new venture at the startup stage in causality 


antecedent-end-mean relationships and orientations. The role of opportunity (particularly its 


‘root-origin’) in the individual-opportunity nexus (IO-nexus) notion (Venkataraman, 1997; 


Shane & Venkataraman, 2000) is rationalized as the core antecedent and key determinant of 


the startup entrepreneurial phenomenon in terms of its why, when, how, and for what 


outcome, as well as the causality linkages and orientations. This paper contributes 


‘regressionist’ epistemology as a fourth tradition for opportunity-formation, and the 


‘opportunity-hexadecadrant’ as an integrated platform for extending research, practice, 


teaching, and policy making. 
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Principal Topic: A large body of research shows that entrepreneurship education and training, 


on average, has modestly positive effects on entrepreneurship-related human capital assets, 


such as entrepreneurship related knowledge and skills, and on entrepreneurship outcomes, 


such as start-up behaviors and financial success. As entrepreneurship education at universities 


has grown so has the need for improving its effectiveness. 


Research on how entrepreneurs learn from experience has identified reflection as important to 


entrepreneurial learning (Cope, 2003). This has led researchers to suggest that reflection 


should be an integral aspect of entrepreneurial teaching, particularly when such teaching is 


practically oriented and aims to strengthen the students entrepreneurial capabilities (Neck & 


Greene, 2011, Higgins & Elliott, 2011, Piperopoulos, & Dimov 2015).   However, despite 


indications that reflection is important to entrepreneurial learning both within and outside the 


classroom, there has been little systematic research on the links between reflection and the 


development of entrepreneurial capabilities among entrepreneurship students. This study 


focuses on assessing whether reflective practices support the learning outcomes of university-


based entrepreneurship education.   Method: To test our hypotheses, we conducted two 


questionnaires, in the beginning and at the end of an undergraduate entrepreneurship course 


at an Australian university. The entrepreneurship course included both theoretical and 


practical elements (cf. Piperopoulos & Dimov 2015). None of the authors were involved in 


face-to-face teaching activities with the students, but one of the authors visited classes to 


administer the questionnaires. Pre- and post-testing research designs offer a basic control for 


understanding the specific benefits students derive from entrepreneurship education. In our 


study, the pre-test was conducted in the second week of a thirteen-week semester (T1) and 


the second questionnaire was conducted in the twelfth week (T2). We obtained 125 usable 


responses from a sample of 299 students which comprises a 42% response rate. Responses 


were not usable unless a student was in attendance for both T1 and T2 and completed both 


questionnaires. We adopted established measures of our variables. To measure perceived 


behavioral control (PBC), we adopted Liñán and Chen’s (2009) six item construct. To 


measure reflection, we adopted the four item construct from Kember et al (2000). We 


measured Reflection at T1 and PBC both at T1 and T2. The constructs exhibited good 


reliability (Crobach’s alpha: PBCT1 and PBCT2 0.91, and Reflection 0.89). Previous 


exposure to entrepreneurship in the form of a family business or personal startup experience 
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as well as age and gender were recorded and used as control variables.   Results and 


Implications: Our results show that Reflection is associated with higher PBC both at T1 and 


T2. In testing the relationship between Reflection in and PBCT2 we controlled for PBCT1, 


thus offering a robust control for common method variance. Our results also show that 


business startup experience, through experiential learning, supports the development of PBC 


at T1 and T2 but the effect in T2 is fully mediated by PBCT1. However, family business 


exposure, through vicarious learning, did not support the development of PBC.    
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Taking account of prior entrepreneurial experience, this study explores how the perceived 


cause of business failure influences entrepreneurs’ decision to remain entrepreneurial or to 


abandon entrepreneurship. Using Qualitative Comparative Analysis, we find that locus of 


causality and controllability explain a large proportion of novice and serial entrepreneurs’ 


subsequent behavior in terms of their abandoning entrepreneurial activity after business 


failure. Additionally, we found commonalities and differences between both types of 


entrepreneurs. While for novice entrepreneurs assuming personal responsibility for business 


failure potentially leads them to decide against starting another venture, serial entrepreneurs 


predominantly abandon future entrepreneurship if they attribute failure to external 


circumstances. 
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Building on attribution theory and individual entrepreneurial orientation literature, we seek to 


explore individuals’ judgmental reaction towards failed entrepreneurs. Using conjoint 


analysis, we find that individuals judge failed entrepreneurs more negatively when they 


perceive them to be either personally involved in the failure event, in control or when 


business failure is rendered a stable event potentially leading to increased social costs 


stemming from subsequent stigmatization. Moreover, causal stability apparently softens and 


amplifies both, the relationship between locus of causality as well as controllability and 


individuals’ judgements. Finally, although we found that observers’ individual 


entrepreneurial orientation (i.e. being more innovative and / or less proactive as a person) 


partly explains variance in their judgement policy, we could not find general support for the 


“similar-to me-hypothesis” as neither being self-employed nor exhibiting a high 


entrepreneurial predisposition in general lead to a more positive judgmental reaction towards 


failed entrepreneurs. 
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Social enterprises are often said to embrace the characteristics of hybrid organizations.  


However, the boundaries of hybrid organizations are porous; and they often suffer from 


identity crisis that may lead to a lack of ability to acquire important resources.   Extant 


literature has indicated that social enterprises have high “mission socialness” – the 


prioritization of value creation over value capture – and low “ownership publicness” – the 


ownership nature of the organization that enable shareholders to appropriate profit.   The 


literature also indicates that social enterprises may have diverse source of funding – “funding 


restrictiveness” – and different levels of “owners’ financial motivation”.  Unfortunately, we 


know little on the effect of these dimensions on social enterprise identity and effectiveness.   


This research aims to understand the relationship between the dimensions and social 


enterprise identity and effectiveness.  Case study research from Indonesia was conducted to 


achieve this objective.  Six cases were selected to identify the evidence of the dimensions and 


to uncover the relationship between the dimensions.  This research extends the extant 


literature on social enterprise identity and effectiveness and, further, may help social 


entrepreneurs to establish distinctive organizational identity that will guide them to make 


consistent strategic decision in acquiring important resources to survive. 
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Expected financial return has received a lot of attention as a determinant of entrepreneurial 


entry. However, a weakness is to explain entry in conditions of uncertainty. The affordable 


loss has been used to study entrepreneurial entry under these conditions. Despite this growing 


in importance, it has been mostly applied as a black box; one of the five principles of the 


effectual approach. This study builds on studies of Dew, Sarasathy, Read, & Wiltbank (2009) 


‘Affordable loss: behavioral economic aspects of the plunge decision’ and Sarasvathy (2015) 


‘The Downside of Entrepreneurial Opportunities’ to study how an entrepreneur makes the 


entry decision. Using an exploratory qualitative model it induces new insights that are 


combined into a process model of the affordable loss. 
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The emergence of organised angel groups has resulted in the creation of a new actor – the 


group manager, or gatekeeper. Their primary role is to undertake the initial screening of 


investment opportunities, leaving the members of the group to make their own evaluations of 


those opportunities judged by the gatekeeper to be potentially investable. This paper asks 


how similar or different is this approach of gatekeepers to initial screening to that of 


individual angels investing on their own. This issue is explored with 21 gatekeepers using 


Verbal Protocol Analysis, a methodology that requires participants to think out loud as they 


perform a familiar task – in this case the initial screening of an investment opportunity. 


Gatekeepers are found to spend longer than solo angels on the screening and be slower to say 


‘no’ to an investment opportunity. Gatekeepers place considerable emphasis on the group’s 


investment criteria. Finally, gatekeepers give considerably greater emphasis to the financial 


aspects of the proposal, not just in terms of the frequency of comments but also in terms of 


the issues raised, notably valuation, the need for future funding rounds and returns. This has 


implications for how entrepreneurs should make their pitches to angel group gatekeepers. 
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Entrepreneurship has been loosely associated with notions of design often related to 


organisational design, however in the last decade design and design methodologies have been 


employed in firms in strategic and operational levels and in business model development. 


Recent research examining how firms establish and then reconfigure their business models 


discusses notions of design and design elements and the application of design elements in 


value creation and value capture processes. Research also shows that firms which capture a 


deeper appreciation of the unmet needs of their customers, become more aware of the 


relevance of the value proposition of their company and engage in new practices to improve 


their competitive advantage. Building on findings that indicate that design and design 


thinking can assist SMEs engage in strategic renewal, we propose a research agenda to 


explore the interface between design and entrepreneurship. This paper examines literature on 


entrepreneurship and design and develops propositions for further research. 
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This paper reports on a series of small qualitative case studies (n = 6 social enterprises) to 


explore whether HRM, broadly understood as formalised people management practices, is 


viewed as important to the viability and effectiveness of small and medium sized social 


enterprises (SMESEs). Our central proposition is that for social enterprises, attention to HRM 


is crucial for establishing viable and sustainable operations. However how HRM is deployed 


in social enterprises depends on a range of factors including, social entrepreneurs’ views 


about the value of HRM to the complex management issues of achieving social and business 


outcomes. To shed light on the perceived value of HRM practices in SMESEs, interviews 


were conducted with CEOs/Founders, HR managers, employees and volunteers in the case 


enterprises. The results show that social enterprises do indeed face unique HRM challenges 


that relate to the history of the enterprise, the work that it does and the CEO/founder’s plus 


other stakeholders views about the importance of HRM to enterprise achievements and 


outcomes. Moreover the findings show across the case studies that ‘people management’ and 


‘people issues’ were important operational concerns impacting on future growth. This paper 


makes an important contribution to the literature on social enterprises in that it offers insights 


into the complexity the HRM challenges faced by social enterprises as well as showing how 


they manage these challenges. It also makes a contribution to the social 


entrepreneurship/entrepreneurship literature exploring the role of HRM in contributing to 


entrepreneurial outcomes. 
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This paper analyzes the entrepreneurial process and journey suggesting dynamic stage model 


approach. Theoretical models are tested in a quasi-experiment. Empirical facts related to 


stages of the process and strategic factors and their patterns are mapped using the case studies 


of three high-technology start-ups. Value creation has seen the primary driver of the 


entrepreneurial process and journey. New original findings contribute to further research as 


well as to support system of technology venture creation and entrepreneurship policy. 
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Innovation by firms in emerging economies is critical to sustain economic growth and 


international competitiveness. Prior research suggests that innovation performance depends 


on the combination of capabilities and resources. Accordingly, human resource practices not 


only increase the level of human capital, but also contribute to the improvement in a number 


of innovation related capabilities, which in turn support innovation performance. We derive a 


model of interactions among a set of human resource practices, innovation related capabilities 


and innovation performance and use panel data from 1,440 Vietnamese businesses (2005–


2013) to test these relationships. Our findings demonstrate that different human resource 


practices support different forms of innovation performance. For example, job rotation 


matters for process innovation while employee training has a non-significant impact on both 


product and process innovation. We further find that marketing capabilities are more useful 


than networking capabilities in supporting innovation. Together, these results challenge 


assumptions about the creation of innovation capabilities in emerging economies. 
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This paper explores the processes of creating new companies with original and useful 


business models from a conceptual perspective. Based on data from large-scale creativity 


training programs and business model development studies in Denmark encompassing over 


100 companies and 200 entrepreneurs, the key proposition of the paper is that entrepreneurs 


can enhance their development processes through training their competences in creativity and 


opportunity spotting. The paper presents the key training methods identified in this study 


including an embodied creativity training program for daily creativity training, as well as a 


software-based framework for identifying useful business model configurations. The notion 


and potential effect of each program as separate tools is discussed, followed by a more in-


depth discussion of the interrelationships between creative processes, opportunity spotting 


and the choice of business model configurations. The implications of the paper are discussed 


in terms of a research program under establishment as well as a combined teaching module 


aimed at new venture creation students within higher-education, high schools and primary 


school levels. 
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Trust is seen as an essential aspect of a founding team’s internal relationships.  Positive 


association between intra-team trust and team effectiveness is recognized in literature. Trust 


and control are commonly considered either substituting or complementary phenomena with 


many scholars arguing that when trust is high the need for control is low and when trust is 


low the need for control is high. While scholars aim to address the role of trust in 


entrepreneurship, the relationship between trust and control and the impact on 


interdependency between founding team members in early stage new venture teamwork is 


largely unexplored.  This paper investigates how new venture teams promote trust and control 


behavior as their venture emerges, utilizing group norms as a basis for empirical 


investigation. We examine the relationship between intra-team trust development and control 


mechanisms in 56 new venture teams, based on documentation and participant observation, 


utilizing a framework to analyze written norms for trusting or controlling language. Findings 


show that venture teams are primed for control rather than trust in the early stages of venture 


creation, and ventures with more controlling norms, were seen to be less viable long-term. 
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Financing social entrepreneurship: The emergence of social impact investment as a 


collaborative practice This paper aims to increase our understanding of financing social 


enterprises through examining the emergence of social impact investment in Australia and the 


United Kingdom. The importance of access to capital for social entrepreneurs is constantly 


underscored in academic literature, and social impact investment is showing promise as a 


new funding model for social enterprises. Previously these organisations were constrained to 


rely on either philanthropic and government grant funding that appreciated their social 


mission, or traditional investment, that purely considered the potential financial returns from 


their activity. Social impact investment offers a new suite of financing options that can take 


the form of debt, equity or hybrid finance with various risk and return profiles.   Social 


impact investment has as its roots the social economy, distributive government policies, and 


mainstream notions of investment. This boundary blurring activity across the disparate logics 


of the traditional private, public and social sectors is resulting in a diversity of organisations 


with different legal forms (including new hybrid ventures), sizes, origins and sectors coming 


together in cross-sector collaborative relationships. A common practice within the field is a 


combination of financial and non-financial support to social enterprises provided through 


collaboration with investors, government, civil society organisations, facilitated by various 


intermediaries. This paper seeks to understand the nature of cross-sector collaboration 


involved in financing social entrepreneurship through social impact investment.   To examine 


the nature of cross-sector collaboration involved in financing social entrepreneurship through 


social impact investment this paper utilises Austin & Seitanidi’s (2012) Collaborative Value 


Creation (CVC) framework. The paper adopts a multiple, qualitative-dominant, case study 


design with interviews and documentary analysis constituting the research methods. Three 


main findings emerge from the cross-case analysis: (i) social impact investment as a 


collaborative practice (ii) the importance of brokers and intermediaries, (iii) The potential 


downsides of cross-sector collaboration. 
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In performing their role CEOs face challenging, sometimes even impossible, expectations 


from a diversity of stakeholders. Work over the past four decades have conceptually and 


empirically argued that such role related challenges expose role incumbents to strain and in 


turn increase their likelihood to terminate their role. In this study we examine the unique role 


of the CEO and the possibility that role related challenges may engage the CEO in strategic 


activities involving opportunity identification. We test the hypotheses in a sample of 198 


Swedish managers of small and medium enterprises. In a hierarchical regression, we find that 


challenging role requirements stimulate managers to cope with and alter role expectations by 


becoming more alert to business opportunities. There is also support that engagement in 


opportunity identification can mitigate the negative strain effects of role stressors such as 


often leading to an increased proclivity to withdraw from the task office. This study 


demonstrates that role theory and role stress literature may help advance our understanding 


for why some firms engage in opportunity identification and hence business development 


processes. We suggest that this theoretical framework can add to literature on entrepreneurial 


intentions and opportunity identification. 
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Principal Topic    A society’s appreciation for entrepreneurship can both motivate and hinder 


engagement in entrepreneurship (Gnyawali & Fogel, 1994; Webster & Swanson, 1993). 


While large-scale studies such as The Global Entrepreneurship Monitor provide insights 


whether entrepreneurs enjoy overall high or low societal status across countries (Singer, 


Amorós, & Arreola, 2015; Sternberg, Vorderwülbecke, & Brixy, 2014), there is also 


significant variance within countries in how entrepreneurs are perceived by the population 


based on the success of their entrepreneurial endeavors. For example, entrepreneurs who 


experienced failure are frequently stigmatized in their social environment (Shepherd & 


Patzelt, 2015; Shepherd, Wiklund, & Haynie, 2009). In general, there is the assumption that 


the more successful an entrepreneur (which is also reflected in the high number of studies 


using venture success as a dependent variable), the higher his or her status in the environment 


(consistent with a societal anti-failure bias prevalent in both society and entrepreneurship 


research, see McGrath, 1999).  In this study, we challenge the assumption that entrepreneurial 


success is generally positively linked to societal status by acknowledging the multifaceted 


nature of both entrepreneurial success and the way how it is evaluated by observers. We posit 


that different dimensions of success are evaluated differently, and that the importance of each 


dimension for observers' evaluation is different for male and female entrepreneurs.    


Methodology / Key Propositions    We draw on the literature on social comparison processes 


as a theoretical foundation to explore potential upside and downsides of entrepreneurial 


success in the eyes of external observers. For example, affective reactions such as envy for 


success were found to play a major role in work-related contexts (Biniari, 2012; Schaubroeck 


& Lam, 2004; Smith, Parrott, Diener, Hoyle, & Kim, 1999). Similarly, stereotype research 


proposes that people tend to categorize high-status competitive groups, such as ‘the rich’, as 


out-groups, which entails that their success stimulates envy and jealousy rather than 


admiration (Fiske, Cuddy, Glick, & Jun, 2002). In entrepreneurship, observers’ evaluations of 


success are likely complex and multifaceted because both personal and organizational 


outcomes are likely associated with the person of the entrepreneur. That is, when evaluating 


entrepreneurial success, observers are likely to make attributions to causes of success 


controllable by and internal to the entrepreneur as a person (Weiner, 1985). Thus, we 


integrate stereotype activation (Fiske et al., 2002) and causal attribution theory (Weiner, 


1985) to formulate the theoretical framework of our study. We theorize on how monetary and 


non-monetary, as well as person and firm related characteristics of entrepreneurial success 
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influence the evaluation of the entrepreneur’s competence and likeability, while accounting 


for important evaluators’ personality characteristics.  We test our model on a sample of 248 


observers from a major metropolitan area in Germany relying on a metric conjoint analysis, a 


method well established to capture observers’ evaluation of entrepreneurs (Shepherd and 


Patzelt, 2015). Each observer was engaged in the task of evaluating a series of 32 


hypothetical success scenarios (i.e. making in total 7,936 assessments).     Results and 


Implications    First, our results show a clear difference between competence and likeability 


evaluations of entrepreneurial success. Competence evaluations positively depend on both 


monetary and non-monetary indicators of success, whereas likeability increases only with the 


non-monetary indicators. Monetary indicators of success, in contrast, lead to a decrease in 


likeability. We further find evidence that firm-related success indicators are more important 


for the assessment of an entrepreneur’s competence, whereas person-related indicators play a 


major role for his or her likeability. Surprisingly, these effects are smaller when female 


entrepreneurs are evaluated.  This study makes three contributions. First, while existing 


entrepreneurship literature (implicitly or explicitly) assumes that the more successful the 


entrepreneur the better, we provide a more nuanced analysis of which dimensions of 


entrepreneurial success are appreciated by external observers and which are not (or less so). 


Thereby, we extend the understanding of success as a multifaceted concept. Second, while 


existing research on societal status of entrepreneurs has typically focused on a high-low 


distinction, we show that status evaluation differ with respect to competence and likability. 


This finding raises awareness for the ambiguity surrounding perceptions of entrepreneurial 


success, providing evidence of success as a double-edged sword for entrepreneurs. Third, our 


study provides insight into the literature on female entrepreneurship, which has typically 


focused on explaining the impact of gender on the likelihood of venture success but not on 


how this success if perceived by others. We show that observers evaluate male and female 


entrepreneurs more or less favorably along different dimension of entrepreneurial success. 


 


  







86 
 


Opportunity Identification in Entrepreneurial Teams – The Role of Team Diversity and 


Collective Identity 


 


Patzelt, Holger 


Technische Universität München 


Breugst, Nicola 


TUM School of Management 


Braun, Manuel 


TUM School of Management 


Gruber, Marc 


EPFL Lausanne 


Contact person: Holger Patzelt patzelt@tum.de 


 


The identification of opportunities is one of the most fundamental steps for innovators 


who seek to build and grow ventures that create value (Dimov, 2007; Gielnik, Frese, Graf, 


& Kampschulte, 2012; Shepherd & DeTienne, 2005). Current literature advances our 


understanding particularly with a focus on the individual, highlighting the role of specific 


characteristics or capabilities (Ardichvili, Cardozo, & Ray, 2003). However, in practice, 


many ventures are pursued by multiple entrepreneurs who collaborate in teams to identify 


and shape an opportunity (Lim, Busenitz, & Chidambaram, 2013). In this context scholars 


assess various team determinants and how they relate to venture performance, but not to 


the origin of opportunities. However, with a specific focus on teams and collective 


processes, the group creativity literature emphasizes that teams benefit from diverse and 


complementary perspectives, which can elicit extraordinary levels of creative output 


(Harvey, 2014). Indeed, Dimov (2007) theorizes how opportunities as creative product 


emerge from idea to opportunity, requiring both individual and group levels. Accordingly, 


it seems reasonable that the composition of entrepreneurial teams can be an important 


factor for opportunity identification. 


Currently, our knowledge of how opportunities are identified and shaped by teams is 


limited. Since founder teams represent collectives of individuals that are in intensive 


contact with each other and build a collective social identity as group of co-founders of a 


joint company (Tajfel, 1978), it is likely that these contextual and social influences affect 


the generation and shaping of opportunities (Dimov, 2007). Thus, in this study, we seek 


to investigate how team diversity and collective team founder identity influence 


opportunity identification by entrepreneurial teams. 
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Youth unemployment remains a concern in South Africa. Self-employment could be an 


alternative career choice.   The purpose of this paper is to investigate what school leavers 


regard as motivations and obstacles to self-employment.  A qualitative study was conducted 


by eliciting responses from 181 participants from six different schools in the Eastern Cape 


province in South Africa. This paper indicates that the youth has considered self-employment 


as an alternative to being employed. The empirical results identified wealth accumulation, 


being unemployed and independence as the strongest motivators and lack of financial 


support, fear of failure, as well as lack of knowledge, skills and experience as the biggest 


challenges to self-employment.   Suggestions on the role of teachers, subject choice and co-


curriculum activities in motivating school leavers to consider self-employment, were 


provided. 
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The purpose of the current study is to identify and challenge the assumptions of current 


Business Modeling and Entrepreneurship Education paradigms in order to generate new 


insights and ideas about their coexistence and development. Problematization of Business 


Modeling tools within the context of Entrepreneurship Education in search for much required 


synergies is discussed and elaborated on. We believe the discussion to provide support and 


encouragement in refining the existing learning theory and development of more 


comprehensive tools and techniques for both; academics and practitioners in the challenging 


context of new venture creation. 
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Creativity is a necessity for generating ideas that can be turned into business opportunities. 


However, little is known about how entrepreneurs employ creativity to develop ideas over 


time. We address this research gap by exploring strategies that entrepreneurs pursue to 


engage in ideation processes. Set within the context of the UK craft industry, this study 


investigates the lived experiences of 10 creative entrepreneurs over 18 months. Our findings 


highlight the continuous and cumulative nature of ideation processes. We uncover that 


creative entrepreneurs rarely experience eureka moments, but rather refine emerging concepts 


over time. The conceptual framework we develop explains the relationship between 


creativity, ideas, personal style and market trends. Particularly, we propose that entrepreneurs 


employ creation strategies, which enable them to draw on their creativity to generate ideas. 


Simultaneously, they pursue discovery strategies, which facilitate spotting trends in the 


market in order to advance personal style and, by extension, creativity. Our study highlights 


the overlapping and intertwined nature of these processes. Thus, our findings contradict 


prevailing views, which juxtapose creation and discovery theories of entrepreneurial action. 
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In this research, we seek to understand the concept of entrepreneurial opportunity and explain 


the opportunity development process in the Individual Opportunity (IO) Nexus Framework. 


We applied the principle of the science of artificial to study the opportunity development 


process. From this principle, opportunity is existed as an objective phenomenon and can be 


connected and transformed into business ideas. The opportunity development process was 


designed by using the design process and the 2x2 factorial designs and a procedure. The 


instruments and procedure were developed and tested to ensure validity and effectiveness. 


The results suggested the instruments are valid and the designed process is effective. 
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The burgeoning startup ecosystem in India, which is considered the third largest in the world, 


is presently receiving greater attention from the Government of India with the formulation of 


enabling policies and the launch of strategic initiatives. The present study focuses on novice 


entrepreneurs who conceptualized the business idea during their academic studies and created 


the business venture during or within two years after graduation. We propose to name such 


novice entrepreneurs as student entrepreneurs. The literature on entrepreneurship underscores 


the importance and role of networks in fostering the growth of entrepreneurial ventures. With 


the aid of Interactive Qualitative Analysis (IQA), the current study analyzes the role played 


by personal networks in venture creation. While capturing the perspective of student 


entrepreneurs in the form of a mental model, the study identifies the drivers (from business 


mentoring to opportunity identification) and the outcomes (from idea refinement to 


motivational support) that signify the importance of personal networks as a key constituent of 


the startup ecosystem 
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The effect of corporate venturing on the performance and growth of new technology ventures 


has been largely documented, however only limited attention has been paid to the broader 


impact of corporate investments on ecosystem dynamics. This study uncovers the role of 


corporate investors in the emergence of the marine energy ecosystems. Based on preliminary 


results, we present and discuss how corporate venture capital investments influence an 


emerging ecosystem 
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There is a little effort to develop a systematic framework for understanding the individual 


inclination to process artistic production, particularly under the context of entrepreneurship in 


cultural and creative industries research. We start with the examination of artistic concept 


from 50 related-articles gathered from the field of art history, art philosophy, sociology, 


psychology and economics. The literature review then complemented with a field in-depth 


interview from 7 creative artists in order to generate the definition of a construct namely 


Artistic Orientation. Proposition and recommendation to stimulate future research are offered. 
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The area of Entrepreneurial Learning has yet to be sufficiently researched. This paper 


explores the role that Critical Reflective Practice (CRP) plays in entrepreneurial learning and 


reports the findings from research into experienced entrepreneurs’ learning experience. Data 


was collected from eight serial and portfolio entrepreneurs in a two part semi structured 


interview style. The results show that experienced entrepreneurs use CRP effectively in their 


learning, especially in the process of entrepreneurial experience accumulation. Few useful 


lenses have been discovered with which entrepreneurs doing critical practice. Based on the 


data analysis, three models have been proposed:  1) Relationship between CRP and 


entrepreneurial experience accumulation; 2) Conditions trigger the Critical Reflection 


Process; 3) Entrepreneurial Critical Reflection Lenses. The research results indicate that CRP 


could be one of the very important tools in understanding entrepreneurship and it may also 


help entrepreneurial learning and teaching. Further in-depth and detailed research in 


Entrepreneurial Learning is needed in order to develop this important and unique area. 
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Opportunity-based entrepreneurs work in dynamic environments with high levels of 


uncertainty and rapid change. Within these settings, and especially during the earlier stages of 


the new venture formation process where entrepreneurs face structural limitations, 


entrepreneurs need to manage their access to resources efficiently.  Thus, based on the social 


network theory this article investigates how opportunity-based entrepreneurs use social media 


to network in response to their resource challenges. Specifically, built on the recent findings 


suggesting that entrepreneurs strategically network with social media this article sheds light 


on how entrepreneurs accommodate their social capital to their resource needs.   This study 


employed a grounded approach to analyse how technology-based entrepreneurs actively use 


social media to network during their new venture formation process. Data was collected 


mainly through semi-structured interviews to the main founders until a saturation level was 


reached.  Results support that entrepreneurs used social media to connect to their social ties 


and that they strategically used these platforms to develop their social networks to overcome 


their resource constraints. Moreover, the article identified that entrepreneurs employ different 


strategies when developing their social network and proposed two types of networking 


activities to manage the social capital in consonance to the founder’s resource needs.  
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Social entrepreneurs establish social ventures to create value for others, but they cannot 


achieve their aims single-handedly. Successful social ventures require the involvement of a 


(team of) social entrepreneur(s), employees and/or volunteers and beneficiaries. This paper 


explores the benefits that engage and maintain the participation of this range of actors. 


Taking a social exchange perspective and investigating the case of a single social venture, the 


study identifies two types of restricted and generalized exchange that occur in the social 


venture. Value captured by the range of actors includes economic, social, hedonic and 


altruistic value. Three key findings emerge from this study. First, relationships appear to link 


social and altruistic value generated within the social venture. Second, the structure of 


inclusive restricted exchange differs in that the social entrepreneur appears to be a member of 


most dyadic exchanges. Third, within most exchanges the value received through the 


exchange varies for the different actors involved. 
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It is the purpose of this paper to describe and explore the success stories of Buddhist 


entrepreneurs, beyond their businesses start up and after their first year of business 


conception. Success in this study has been based on the definition by Schumacher (1973) as 


the Buddhists aim for liberation and work on the middle path to achieving their goals based 


on simplicity and non violence, to contribute not to only one’s self but those around them 


such as the stake holders of the businesses and the communities. Previous research studies 


have also shown that Buddhism does not contradict capitalism and does not discourage 


Buddhists to perform business duties. Further, it was shown that Buddhist religious business 


practitioners appeared to be the diligent and hard working.  Based on the abovementioned 


definition through personal networks and snowballing technique, 20 successful Buddhist 


entrepreneurs were recruited over a period of three months for in-depth interviews. This 


research study questioned: A) What are and if the entrepreneurs’ goals in terms of financial; 


contribution to society; family; and personal outcomes have been achieved? B) Do the 


successful Buddhist entrepreneurs follow any religious principles that guide the business 


operation including HR, Marketing, Financial Management and whether the religion account 


for their success? C) What model could be established to be a framework for other 


entrepreneurs? From the findings, a model called ‘Bestination’ was introduced. Bestination is 


considered as one of the many approaches for the entrepreneurs to achieve not only the 


maximum financial gains but also entrepreneurs’ different aims and outcomes of their 


businesses performances including the benefits to their stakeholders and/or communities, 


which leads to a successful and a sustainable business outcomes.  According to Buddhist 


principles, there are a number of teachings that lead to successful business operation, 


however, from the findings it was found that there are four foundations for accomplishment 


which are the basis for success which discusses the Buddhist way of decision making, 


conflict & connection management, and Buddhist psychographic analysis of successful 


Buddhist entrepreneurs. This can be used as a platform to study ongoing daily business 


operations to achieve the ultimate goals of the businesses and communities. 
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Time matters in entrepreneurship theory and practice (Gielnik et al., 2013). As the first time 


period in entrepreneurial processes, this study delves into venture creation processes – from 


idea conception to firm birth (Reynolds & Miller, 1992). The duration of this process may be 


determined by the entrepreneur’s timing decision, as well as influenced by the situation 


around the business. Although timing decisions are critical in venture creation processes, our 


understanding of the length of the venture creation period is still incomplete. To the best of 


our knowledge, there is no comprehensive theory on the duration of the period. Furthermore, 


there is no empirical analysis of the distribution of the periods. It is essential to find out the 


distribution of a variable to build a theory.  We therefore combine empirical data with agent-


based modelling and simulation (ABMS) in order to gain insights into the duration of venture 


creation processes. ABMS is a viable research method to build or elaborate a theory by 


reproducing a “stylized fact,” i.e. a simplified presentation of an empirical finding (Cooley, 


1995), based on the process of individual activities (McMullen & Dimov, 2013). We use 


empirical data to establish credible stylized facts about the duration of venture-creation 


processes, and then apply simulation as a step towards building theory. To discern how the 


duration of venture creation processes is distributed, we analysed the distributions of venture 


creation duration of 299 successfully emerged and 183 terminated nascent ventures in the 


Comprehensive Australian Study of Entrepreneurial Emergence (CAUSEE) project. Based on 


this analysis, we built an agent-based model (ABM) to reproduce the venture creation 


processes in simulation.      The results indicate that, in determining duration, different 


activity patterns during the processes (e.g. different exploration activities) are more important 


than different initial conditions (e.g. varying human capital). This may explain why 


explanatory models that ignore variables capturing process content often have modest 


explanatory power. Our study contributes to entrepreneurship research in several ways. First, 


we establish some temporal stylized facts about venture creation processes. Second, we build 


theoretical insights into the temporality of this phenomenon. Third, our application of ABMS 


shows that it is a useful tool in inductive approaches to process-oriented entrepreneurship 


research. Our study can therefore serve as inspiration and guidance for future studies. 
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Failure is an intrinsic part of economic life and a proportion of entrepreneurs go bankrupt. In 


Europe 50% of enterprises do not survive the first five years of their life, and the European 


debt crisis continues to shape the failure scene. The insolvency proceeding as a consequence 


of failure is an extreme and hard situation for an entrepreneur. Failure is associated to 


bankruptcy which usually has social stigma. Because of stigmatization the consequences of 


bankruptcy may extend longer than the legal proceedings. Our study is ongoing process 


which and this paper is the first step. The focus of this research is to get better understanding 


of entrepreneurs’ responses to failure and their courage to start again. One important theme is 


more forgiving bankruptcy legislation. We interviewed 6 Finnish entrepreneurs who have 


failed. Our analyses indicated that among Finnish entrepreneurs there is lot of negative 


opinions about forgiving legislation, and social stigma after failure is really harsh. Our results 


of this paper shed light on the next step of our study. The research will continue to expand 


understanding the role of stigmatization in recovery process and deepen understanding the 


relationship stigmatisation and more forgiving legislation. 
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Using the Australian Bureau of Statistics’ Business Characteristics database cross-referenced 


for firm age, younger Small to Medium Enterprises (SMEs) in Australia are found to be more 


likely to report increases across a range of growth variables. This includes annual growth in 


employment and training, income from sales, profitability, productivity and product range. 


Start-up SMEs are also more likely to engage in collaborative product, process and marketing 


innovation and to engage in new-to-market innovation. These results are consistent with 


international evidence and suggest that innovation capability is one of the endogenous 


characteristics driving higher growth outcomes for young Australian SMEs. These findings 


lend weight to policy initiatives that can facilitate optimal conditions for innovative 


entrepreneurship and start-up activity in support of growth, innovation and skills 


development in the Australian economy. 
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This paper examines the relationship between the preferred logic of decision making and the 


reason why the entrepreneur write a business plan in the start-up phase. Seven hypotheses are 


developed and tested using a sample of 263 newly started firms in Norway. The findings 


suggest that if the entrepreneur has a preferred logic of relying on effectuation, she is less 


likely to write a business plan. Meanwhile, if the entrepreneur follows a causational logic she 


is more likely to write a business plan and there are two main reasons she would choose that. 


Either because it is common in the industry or in order to use it as a planning tool. The results 


add to the debate on the role of preference for decision making and the linkages to 


entrepreneurial planning. The paper also aims to discuss implications this have for 


entrepreneurial learning. 
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This paper provides guidance for developing risk-based management tools to improve the 


procurement (purchasing) performance of SMEs. Extant academic literature only offers little 


support on developing such tools and does not consider the wide variety of SMEs. The paper 


defines a procurement tool for SMEs as any structured managerial aid that one or more 


persons use for analysing, structuring or influencing the management and effective execution 


of activities within SME procurement processes. In the context of this research such tools are 


directed at identifying risks or uncertainties in procurement processes and at improving such 


processes through effective analysis and decision-making. The paper draws from SME and 


entrepreneurial literature related to strategy, sustainability, innovation or risk management, 


and from literature related to procurement management and maturity grids.   It discusses 


literature on developing management tools and criteria on assessing the quality of such tools. 


It discusses key aspects and organisational variables related to the application and adoption of 


such tools. It then presents a five-step instrument with guidelines and criteria to develop risk-


based procurement management tools for entrepreneurs and SMEs. These guidelines are 


described as to be used in action research with student researchers and company research 


participants.    This paper provides guidance for developing risk-based management tools to 


improve the procurement (purchasing) performance of SMEs. Extant academic literature only 


offers little support on developing such tools and does not consider the wide variety of SMEs. 


The paper defines a procurement tool for SMEs as any structured managerial aid that one or 


more persons use for analysing, structuring or influencing the management and effective 


execution of activities within SME procurement processes. In the context of this research 


such tools are directed at identifying risks or uncertainties in procurement processes and at 


improving such processes through effective analysis and decision-making. The paper draws 


from SME and entrepreneurial literature related to strategy, sustainability, innovation or risk 


management, and from literature related to procurement management and maturity grids.   It 


discusses literature on developing management tools and criteria on assessing the quality of 


such tools. It discusses key aspects and organisational variables related to the application and 


adoption of such tools. It then presents a five-step instrument with guidelines and criteria to 


develop risk-based procurement management tools for entrepreneurs and SMEs. These 
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guidelines are described as to be used in action research with student researchers and 


company research participants.  
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Entrepreneurs’ behavior inhibition tendencies in the early stages of the venture can sum up to 


embody lack of experimentation in new business venturing, less challenging targets and 


failure to take advantage of the opportunity window. The negative emotion of fear of failure 


has been coined as the main reason for exhibiting such behavioral inhibition tendencies. We 


formulated and tested theory about the role of passion and goal awareness in regulating the 


influence of early-stage entrepreneurs’ fear of failure on behavior inhibition. Data from 90 


early-stage entrepreneurs active at pitching events supported the hypothesized regulatory 


differences between harmonious passion and obsessive passion. Harmonious passion was 


found to decrease the influence of fear of failure on behavior inhibition. In contrast, obsessive 


passion as a poorer regulatory mechanism increased the positive effect that fear of failure has 


on the likelihood of behavior inhibition. The study showed that goal awareness as a rational 


regulatory mechanism can only succeed in regulating the behavioral effects of fear of failure 


when accompanied by the stronger emotional regulatory mechanism of passion. Our study 


contributes to a better understanding of integration of emotional and rational regulation of 


fear of failure. 
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The present study examines how the obsessive element of passion emerges and develops in 


early stage founders. This research proposes that the obsessive component of passion may 


evolve in relatively short timespans. We develop a framework emphasizing the role that 


stressed cognitions and limited cognitive processing plays in entrepreneurs pursuing early 


goals in venturing. We advance the notion that role overload as a stressor activates the 


obsessive element of passion and examine how different types of goals—degree of goal 


challenge and self-concordant goals—moderate the effect of role overload on obsessive 


passion. The present research draws on a two-wave, longitudinal survey of early stage 


founders involved in pitching events to show that stress in the form of role overload leads to a 


significant increase in obsessive passion. Furthermore, our findings reveal that the positive 


effect of role overloaded increases when coupled with challenging and self-concordant goals. 


The present study contributes to a better understanding of how obsessive passion emerges in 


entrepreneurs and suggests that obsessive passion is a naturally evolving mechanism to cope 


with high overload and important goals during the early stages of entrepreneurial pursuits. 
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The present study sheds light on the hidden motives for using financial bootstrapping. By 


applying an upper echelons perspective, we found a manager's risk-taking propensity and 


internal locus of control to significantly influence the bootstrapping activity of a firm. To date 


most studies focus on nascent or young ventures but research on bootstrapping in established 


firms is underrepresented. We expanded the bootstrapping phenomenon by using a sample of 


251 European companies from various industries and ages and thus, applied a corporate 


entrepreneurship perspective. Since research on bootstrapping has resulted in heterogeneous 


measurement instruments, we aimed to harmonize research efforts and developed a generally 


applicable bootstrapping scale consisting of five bootstrapping dimensions. This will improve 


the comparability of results and builds a basis for future research on bootstrapping. 
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The main purpose of this research is to investigate the influence of entrepreneurial orientation 


factors on entrepreneurial activity, focusing on efficiency-driven countries and using the 


entrepreneurial orientation as theoretical framework.   Regarding the methodology, through a 


panel data model with secondary data has been provided by the National Entrepreneurship 


Survey of GEM report (Global Entrepreneurship Monitor) and attribute from Global 


Entrepreneurship and Development Index (GEDI) framework. Different statistical methods 


proposed in this research included descriptive statistics, correlation, and regression aim to 


demonstrate that there are statistical relation between entrepreneurial environment factors and 


entrepreneurial activity.  Moreover, the research proposed to analyze the strength of each 


influencing factors within entrepreneurship environment that effect entrepreneurial activity. 


The longitudinal country level data will be used to examine the effect of the relationships 


among group of countries in different period of time. 
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This study explores the literature of advisory services for entrepreneurs. Accounting firms are 


in significant role proving for wide range of different business support services for SMEs.  


The traditional role for an accountant has been to provide assistance with bookkeeping and 


the production of different taxation compliance reports. Nowadays accounting firms have 


started to provide more managerial advisory services beside their traditional service package. 


In this paper we focus to investigate what kind of role advisory services have for different 


accounting firms and what is the productization level of these services. For this study we 


collected interview data from 19 cases from Finland. Based on the qualitative analyses of our 


sample we argue that accounting firm industry is still diverse in providing advisory services. 


Some accounting firms provide advisory services only ad-hoc bases and do not charge from 


those services. Whereas some accounting firms provide demanding advisory and CFO 


services in professional way and have developed about these services new business 


opportunities for accounting industry. 
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This paper analyses the survival of Newly Established Self-Employed Firms (NESEFs) that 


entrepreneurs have established. In particular we investigate to what extent the survival of a 


NESEF is associated with “relatedness” of the skill-base of its entrepreneur (founder) to the 


skill-base of other NESEFs’ entrepreneurs in the same region. We operationalize such 


“relatedness” by developing three simple indexes based on detailed educational and 


occupational data of each founder of NESEFs. The data in this study comes from the rich 


longitudinal registered-data in Sweden which covers the population of all entrepreneurs who 


founded a NESEF during 2001-2012. Using cox-model, we find that a NESEF with higher 


relatedness of its founder to other surrounding founders, experience higher survival rates in 


compare with more isolated NESEFs in terms of relatedness. This result only holds for the 


service and KIBS sectors and not for the manufacturing. This study provide contribution to 


the literature on entrepreneurship and spatially-bounded knowledge spillover mechanism. 


The paper also provide insight for entrepreneurs, when it comes to location decision of their 


future business. 
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High hopes are placed on social enterprise growth, but more detailed knowledge concerning 


how social mission is being operationalized and what kinds of outcomes growth produces is 


needed. This study proposes that social enterprises strive to grow for both social and financial 


purposes, but that their social mission sets conditions for growth strategies and models. 


Notwithstanding their pronounced purpose to create beneficiary value and the need to 


demonstrate social impact achieved, social goals and expected outcomes of growth are poorly 


defined. Consequently, it is suggested that growth modes should be evaluated also from 


stakeholders’ and beneficiaries’ point of view in order to gain more comprehensive insight on 


social enterprise growth process and its outcomes. Data was gathered from seven, growth 


oriented Finnish social enterprises in form of thematic interviews. It was analyzed with the 


help of a tentative framework based on literature review of studies comparing social and 


commercial enterprises and research on social enterprise growth. The study takes steps 


towards an analytic framework suitable for investigating growth in social enterprise context 


and illustrates the benefits of analyzing business activities and interactions between a core 


organization and its partners. 
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The differential engagement of males and females with entrepreneurship is a matter of 


interest and concern in the entrepreneurship and management literatures. Most studies adopt 


the simplistic male-female (sex) dichotomy, neglecting the nuances of socially-constructed 


gender identities reflecting masculinity and femininity traits, which do not map one-to-one 


with the sex dichotomy. We sample practising business owners and relate their 


entrepreneurial self-efficacy (ESE) and growth intentions to their sex and gender differences. 


While sex is not a significant determinant, gender measures do explain differences in both 


ESE and growth intentions. We find androgynous individuals (those high on both masculine 


and feminine traits) to have higher ESE and higher growth intentions, and argue that both 


masculine and feminine traits drive entrepreneurial behavior. 
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In this paper we report a study of 11 new social enterprise venture teams during a six month 


period when they were undertaking a business accelerator programme in New Zealand.  The 


programme was designed to refine and develop business models for the ventures by means of 


the ‘social lean’ business model canvas, in principle to support the maintenance of social 


values throughout the development process. We focus on the relationship between the 


narrative of social impact and the narrative of scaleability, which must be intertwined for 


successful completion of the programme, which culminated in a high profile ‘pitch’ of the 


enterprise to potential investors and other potential stakeholders with high social capital.  In 


our analysis, which is based on Lehoux’s framework of transition points, we show how the 


balance of stakeholder expectations around social and economic value during the  programme 


was managed, particularly where mismatches occurred. We demonstrate how programmes 


may benefit entrepreneurial teams in emerging social enterprises. 
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The aim of this study is to investigate two competing propositions relating to the provision of 


commercial loans to female-owned new ventures. That is, do banks actively discriminate 


against women? Or, are women more reluctant (because of the risks involved and the 


potential to lose control of their ventures) to access bank financing than men? To investigate 


these competing propositions we use CAUSEE (Comprehensive Australian Study of 


Entrepreneurial Emergence) data collected from a representative sample of 559 respondents 


who owned (or partly owned) a young firm (less than four years old). Our results suggest that 


female new venture owners are not actively discriminated against by the banking sector but, 


rather, it would appear that female owners typically make a conscious decison to limit their 


use of commercial loans (particularly once their new venture is up and running) so as to 


minimize the risks involved and the potential to lose control of their business. 
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Principal Topic:  Non-profit organizations are under growing pressure from key constituents 


to become internally sustainable.  For many of those organizations, this means a significant 


shift from being consumers of philanthropic gifts to becoming value creators capable of 


utilizing philanthropic gifts to develop and generate revenue streams leading to financial 


sustainability.  Key questions emerging from this changing paradigm focus on the ability of 


existing organizational leadership teams to make this shift in thinking and action.  Currently, 


our knowledge of the entrepreneurial intentions, capabilities and motivations of leadership 


teams of non-profit organizations and the capabilities and orientations of their organizations 


as a whole is limited.   Entrepreneurial orientation (EO) has emerged in the past two decades 


as a useful framework for understanding the nature of small to medium-sized for-profit 


organizations.  The orientation has in recent years been shown to have a positive link to firm 


performance.  Whether or not it might also prove useful in understanding the performance 


outcomes for non-profit organizations is and interesting and largely unexplored question.  


Key Propositions:   This paper examines the extent to which social enterprise teams think and 


act entrepreneurially and the impact that such an orientation might have on the performance 


of these organizations.  To explore this relationship we propose a multi-level model of social 


enterprise performance that is determined both by the EO and strategic capabilities of the 


organization.  We further suggest that both the EO and strategic capabilities of the 


organization are moderated by the self-efficacy and passion for the cause demonstrated by the 


leadership team or key leader of the social enterprise.    
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The social entrepreneurship and social innovation literatures are at a crossroads with multiple 


arguments addressing the relationship between the two concepts. Therefore, the objectives of 


this study were to identify the link between these two concepts and to visually illustrate the 


conceptual overlap through a nexus model. The systematic review uncovered no significant 


difference in the conceptualisation of social innovation and social entrepreneurship in terms 


of geographical location yet, differences exist in terms of schools of thought. The conceptual 


overlap emerges in terms of the emphasis on social entrepreneurship placed by the four 


schools of thought and three levels of social innovation outcomes. An empirical validation of 


the nexus model will have significant implications for researchers, practitioners and policy 


makers. 
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This article attempts to explore the process of “bridging structural holes” using an embedded 


case study in the Chinese cashmere industry. Extant research on networks has often attended 


to interpersonal and inter-organizational relationships, and empirical understanding on the 


process and mechanism of “bridging” remains limited. In this study, drawing on practice 


theory literature, we place individual task-related bridging practices within the context of 


industry’s supply chain networks, and explore how their interactions links back to the field-


level economic transition and emergence of entrepreneurship. 
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This conceptual paper takes a look at the narration of the entrepreneur while he/she is seeking 


financial resources. We focus on entrepreneurs’ narratives and try to build a model 


conceptualizing how it influences his/her ability to raise funds from potential investors, 


especially business angels and venture capitalists.   Martens, Jennings and Jennings (2007) 


have developed a fundamental conceptual model and tested it in the context of an IPO. They 


show that adequate entrepreneurial narratives about firms’ existing stock of resources act as 


resources’ leverage to secure additional financial capital. In our paper, we follow on from 


their reference model and intend to complement it with notions that have been disregarded.   


In our model, we consider that successful entrepreneurs develop adequate narratives and 


identities. Indeed, we argue that a well-constructed narrative reduces business angels’ and 


venture capitalists’ perceptions of risk, uncertainty and information asymmetry and in this 


way, affects the entrepreneur’s success in fundraising. We propose that adequate narratives 


act on the fundraising success of the entrepreneur that we characterize as the set of different 


variables: (a) the probability to acquire funds, (b) the amount and, (c) the time needed to raise 


these funds. Finally, we regard this relationship between the entrepreneur’s narration and 


his/her ability to acquire funds as a continuous loop where identity acts as a mediator.  
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Principal topic  Innovative new ventures in the form of niche category e-commerce stores, 


social networks, online marketplaces, Software as a Service (SaaS) subscription products and 


mobile apps are disrupting many industries. Australia is not an exception to this phenomenon 


where locally originated but ‘born global’ start-ups such as Atlassian, Aconex, Freelancer, 


Canva, 99Designs among many world-leading digital innovators have become highly 


successful companies. These start-ups, together with foreign start-ups such as AirBNB, Uber, 


Xero and Expedia are examples of ‘software companies’ that Marc Andreessen, one of 


Internet’s pioneering innovators, referred to as “software is eating the world” (Andreessen 


2011).     These start-ups are inspiring increasing number of technically and professionally 


qualified individuals to start new ventures in Australia and overseas. There were 


approximately 2000 entrepreneurs in 1500 technology start-ups in Australia in 2013 (PWC 


2013) but there is tremendous potential for growth as a wave of new ventures based on digital 


technologies born, encouraged by a consumer base of more than 2.4 billion Internet 


connected users worldwide and a highly evolved (relative to the Internet boom of late 1990s) 


layer of digital infrastructure, technologies and skills. Further, the devices and applications 


are much more varied – not just web apps but also mobile, wear-ables and Internet of things 


(IoT). Not only have the opportunities multiplied, it’s also much quicker, easier and cheaper 


to be a digital entrepreneur (Marmer et al 2011).    In response to the need for robust tools, 


processes and methodologies in this resurgent sector, several practitioner initiatives 


originating in the digital sector have emerged with the objective of increasing the likelihood 


of succeeding as an innovative start-up. Examples include Business Model Generation 


(Osterwalder & Pigneur 2011), Value Proposition Design (Osterwalder et al. 2015), 


Customer Development (Blank 2003), Lean Startup (Ries 2011) and ‘growth hacking’ that 


are mainly oriented towards exploring and exploiting opportunities on the Internet, and 


representing the evolution of new venture development and entrepreneurial marketing of 


these type of ventures to the next, more scientific methods-based phase.    There is a large 


quantity of research in entrepreneurship literature pertaining to technology, high technology 


and technologically innovative new ventures (TINV). However, due to the recency of arrival 


of innovative new ventures based on digital technologies, not much is known about how the 


characteristics, capabilities and background of its founders, their entrepreneurial orientations 


and the process they use to explore and exploit opportunities operate. A new field of study 


dTINV (digital technology-based innovative new ventures) is introduced and an exploratory 


study is made to determine its characteristics, if any.      
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This paper outlines the development of a model for investigating the factors that influence 


customer loyalty in South African family and non-family owned businesses. First, a number 


of models are discussed that relate to customer loyalty in general. Thereafter, an existing 


customer loyalty model used specifically for family and non-family owned businesses is 


presented and the findings are elaborated on. After critically analysing the existing models, it 


is concluded that the models used to explain customer loyalty have neglected a number of 


variables that have been proven to affect customer loyalty in the South African context. Thus, 


an extended model is proposed in this study. According to this model, customer loyalty in 


family and non-family owned businesses is influenced by trust, commitment and conflict 


handling in the business. The influence of a moderating variable (two-way communication) is 


also indicated. This study adds to the debate and literature on customer loyalty, especially in 


South African family owned and non-family owned businesses. 
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Senior entrepreneurs are the fastest growing entrepreneurial group in many developed 


countries.  Ageing workforces and the increasing dependency ratios found in developed 


economies attract prominent policy interest and research towards older workers, including the 


promotion of business start-ups and self-employment (jointly referred to as entrepreneurship 


in this research) as a late-career alternative (Kautonen, 2012). We define senior 


entrepreneurship as the process whereby people aged 50 plus participate in business start-ups 


(Hart et al., 2004).  We ask why is self-employment an attractive option for seniors and what 


drives Seniors into business start-ups ?  To answer the research question we conducted a 


mixed-method study based on qualitative and quantitative data from the members of the 


National Senior’s Association in Australia. This paper makes an important contribution to 


theory and practice by exploring the drivers and motivators of seniors to start new businesses 


based upon necessity, opportunity, and other motivators.  Our findings imply different policy 


initiatives for Senior Entrepreneurship. 
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Human resource practices, innovation and the moderate effect of networking and 
marketing capabilities: A dynamic capabilities perspective of SMEs in Vietnam 


 
Abstract 


Innovation by firms in emerging economies is critical to sustain economic growth and 
international competitiveness. Prior research suggests that innovation performance depends 
on the combination of capabilities and resources. Accordingly, human resource practices not 
only increase the level of human capital, but also contribute to the improvement in a number 
of innovation related capabilities, which in turn support innovation performance. We derive a 
model of interactions among a set of human resource practices, innovation related capabilities 
and innovation performance and use panel data from 1,440 Vietnamese businesses (2005–
2013) to test these relationships. Our findings demonstrate that different human resource 
practices support different forms of innovation performance. For example, job rotation 
matters for process innovation while employee training has a non-significant impact on both 
product and process innovation. We further find that marketing capabilities are more useful 
than networking capabilities in supporting innovation. Together, these results challenge 
assumptions about the creation of innovation capabilities in emerging economies.  
 
Keywords: Innovation, human resource, employee training, job rotation, emerging economy, 
dynamic capabilities, networking capabilities, marketing capabilities  
 
1. Introduction 
Small and medium enterprises (SMEs) play a crucial role in both developed and developing 
economies. These numerous firms contribute to the development of countries by creating 
jobs, stabilising society and as an important source of economic growth. Yet SMEs face many 
challenges, such as a lack of capital, qualified staff and modern technology. Therefore, SMEs 
have to find both internal and external sources of support to overcome these obstacles. 
Innovation has the potential to provide one such solution to SMEs (Gronhaug and Kaufmann, 
1988) through added value, opening new markets or broadening market share, which 
eventually leads to better performance and growth (Chandy and Tellis, 2000). More 
importantly, in emerging economies, innovation is considered to be an efficient method of 
catching up with developed countries.  


However, SMEs struggle with innovation, especially in developing countries due to 
both internal and external constraints, such as capital shortages and market uncertainty. 
Developing capabilities can provide an important mechanism to overcome these challenges 
and ensure sustainability and growth (Teece, et al. 1997) by not only facilitating SMEs’ 
ability to adapt to change in markets, but also by continuously improving innovation outputs 
(Rothaermel & Hess, 2007). 


In addition, the innovation literature reports extensively on the determinants of firm-
level innovation, including the role of human resource (HR) development in SMEs (Laursen 
& Foss, 2003; Chen & Huang, 2009). However, most of this research focuses on developed 
countries with stable economic environments. There is a dearth of research on how SMEs in a 
developing economy setting use HR investments to develop capabilities that can support 
innovation. In addition, although prior research has explained the impact of HR practices on 
enhancing firms’ capabilities to support innovation, the overall influence on innovation output 
varies by the difference in capabilities. Operating capabilities are considered to have less 
impact on innovation performance, while higher – order capabilities or dynamic capabilities 
have contribution in enhancing firms’ innovativeness. Further, the dynamic functional 
capabilities (DFCs) such as networking and marketing capabilities directly contribute to 
innovation and firm performance more generally (Hine et al. 2013). We therefore ask: Which 







HR practices enhance innovation in a developing economy setting? and, How do HR practices 
interact with other DFCs to support innovation? To address these questions, the paper will 
first provide a brief literature review on innovation, capabilities and the roles of HR 
development, culminating in a research model and hypotheses. We then explain our data and 
methods and conclude with a discussion of our findings and theoretical and practical 
contribution. 


 
2. Conceptual background: Innovation, dynamic capabilities and HR practices  
Innovation is the introduction of new product, services and production process (Schumpeter, 
1912). It relates to the process of idea generation, development and commercialisation 
(Freeman, 1982; West, 2002; Roper et al., 2008; Kastelle & Steen, 2011). Firms are able to 
innovate when they have the resources and capabilities to support this process (Roper, et al. 
2008; O’Cass & Ngo, 2011). In other words, capabilities allow firms to combine resources to 
create outputs (Day, 1994), including product, process and other types of innovation. The 
manner in which individual firms do this, explains differences in innovation outcomes among 
firms that appear quite similar from an external perspective.  


Capabilities are bundle of knowledge and skills that enable firms to coordinate 
activities and exploit their assets (Teece at al., 1991). Thus, capabilities are embedded within 
firms’ organisation and ensure the operation of firms (Day, 1994). According to recent 
discussions, there are two typical type of capabilities including ordinary (first-order, 
operating) capabilities and dynamic (higher-order, second-order) capabilities. However, not 
all types of capabilities support innovation activities. Ordinary capabilities only ensure daily 
operation activities and supporting competiveness rather than innovation as these capabilities 
do not assist in creating any changes in the firm (Winter, 2003). Meanwhile, dynamic 
capabilities are “the firm’s ability to integrate, build, and reconfigure internal and external 
competences to address rapidly changing environments” (Teece, et al. 1997), and help firms 
to purposefully create, extend, or modify its resources (Helfat et al., 2007). Further, among 
the types of dynamic capabilities, the DFCs are more likely to make a direct contribution to 
innovation performance (Hine et al. 2013). Thus, DFCs are crucial for creating innovation as 
a response to market uncertainty. 


Networking and marketing capabilities are those types of DFCs that play important 
role in improving innovativeness (Gronum, et al. 2012; O'Cass & Weerawardena, 2009; Steen 
& Liesch, 2007; Tsai & Eisingerich, 2010; Weerawardena, 2003). Marketing capabilities are 
capabilities that consist of competencies around discovering needs and communicating with 
customers (Day, 1994). Specifically, marketing capabilities are embedded in a range of 
functional processes that firms to meet the customers’ needs such as marketing research, 
customer services and promotion (Weerawardena, 2003). Therefore, marketing capabilities 
could be defined as a form of DFC. Meanwhile, networking capabilities are theorised as the 
ability “to initiate, maintain, and utilize relationships with various external partners” (Walter 
et al. 2006). Thus, these capabilities relate to the development of business routines within the 
networks that enable firms to generate product or process innovation by directly contribute 
ideas or resources combinations (Mort & Weerawardena, 2006). Hence, networking 
capabilities are also considered as DFCs. 


Research on innovation in general and SMEs in particular is in abundance, but tend to 
focus on input variables such as R&D activities as a proxy for innovation, rather than 
innovation as an outcome of process that firms undertake. However, for SMEs innovation 
could be the result of technology or non-technology improvement. Therefore, more recently 
researchers have switched to direct measures of innovation such as process, product and 
organisational innovation (Görg & Strobl 2007; Hussinger 2008). The innovation literature 
also defines a variety of the determinants of innovation at firm level, including both internal 







and external factors. Regarding internal factors, the role of HR practice in improving 
innovation performance of SMEs is reported in a number of studies (see Laursen & Foss, 
2003; Chen & Huang, 2009; Martínez-Ros & Orfila-Sintes, 2012; Shipton, et al. 2005). These 
researchers claim that HR practices such as training, rotation, teamwork, employee 
engagement, and responsibility delegation could enhance firm capabilities, including DFCs. 
For instance, marketing capabilities are enhanced via learning and knowledge exchange as 
increase in employee knowledge assist firms in solving marketing related issues (Day, 1994). 
Internal networking capabilities also benefit from learning through contacts generated in 
training courses. Further, since innovation is a process of connected capabilities, which mean 
that firms require more than one capability to support innovation, the impact of HR on 
innovation varies by the level of other DFCs. Thus, HR practices and capabilities should co-
occur to support innovation, which is explored in this research. 


Insert Figure 1 here 
 


3. Hypotheses  
For nearly three decades, reform in Vietnam has resulted in many achievements in economic 
development, some of which highlight the significant contribution of the SME sector. SMEs 
account for 97 percent of the total 373,000 registered enterprises operating in Vietnam (GSO, 
2015), of which just over 66 percent are micro-sized enterprises that employ fewer than ten 
staff (GSO, 2015). Although playing a significant role in the Vietnamese economy, such as a 
large contribution to the national GDP (48%) and being the main source of job creation (85% 
of jobs created each year in the period 2008-2012) (MPI, 2012, 2014), this sector is facing 
challenges which result in lower profitability indicators. According to MPI (2014), the profit 
margin of Vietnamese SMEs has been decreasing since joining the WTO in 2007. For 
instance, the average return on equity decreased from 1.34 per cent in 2008 to 0.38 per cent in 
2012. However, since official measurements started, the number of innovation applications in 
Vietnam has had an upward trend. In 2014, there were 4,447 applications for patents, 373 for 
utility solutions, 2,311 for industrial designs (NOIP, 2015). Nonetheless, these numbers of 
applications to The World Intellectual Property Organisation are still small in comparison 
with other emerging countries (WIPO, 2015), thus requires continuously improving SMEs 
innovation performance. 
 


3.1. Employee training and innovation 
HR development is presumed to be a critical determinant of innovation (Laursen & 


Foss, 2003; Chen & Huang, 2009; Martínez-Ros & Orfila-Sintes, 2012; Sheehan, et al. 2014). 
These authors agree that the investment in training is important to develop a learning 
environment within firms, resulting in higher organisational learning capabilities. The 
literature shows that learning capabilities are an important aspect of DCs, allowing firms to 
modify the operating routines necessary to ensure that innovation continues (Hine, et al. 
2013). Yet, in SMEs constraints such as credit access could prevent firms from investing in 
employee training (Popov, 2014). 


Interestingly, different types of training have a different impact on innovation. For 
instance, constant training, occasional and internal training is statistically related to 
innovation, while external training leads to lower probability of innovation (Martínez-Ros & 
Orfila-Sintes, 2012). However, employee training is believed to be important to increase the 
HR capital of firms (Laursen & Foss, 2003; Chen & Huang, 2009). Product innovation 
typically requires a long time lag from conception to market, requiring businesses to take 
risks in the trials of new products on which they may invest while money from future sales is 
uncertain. This means that there will be a time lag between the initiation of capability 
development and the successful release of new products. Process innovation also requires 







time to take effect as firms have to prepare sufficient skilled employees to operate the new 
business process. Therefore, we hypothesise that: 


H1: Employee training in the preceding time period has a positive relationship with (a) 
product innovation in the current period, and (b) process innovation in the current period. 


 
3.2.  Labour rotation and innovation 
Job rotation is an HR practice that allows firms to reassign employees to positions 


where they may fit best. Job rotation has also shown to be supportive of innovation 
(Gittleman, et al. 1998; Laursen & Foss, 2003; Ortega, 2001). Gittleman, et al. (1998) show 
that firms using new technologies are significantly more likely to use job rotation, which 
suggests that there may be a relationship between job rotation and innovation. Tushman and 
Nadler (1986) and Ortega (2001) argue theoretically that job rotation is more profitable than 
specialisation, and also results in more innovation. As a learning mechanism, job rotation 
provides a platform that encourages knowledge exchange within firms (Laursen & Foss, 
2003). This knowledge exchange firstly improves operational functional routines by 
enhancing employees’ efficiency, then, contributes to enrich learning capabilities through job 
matching framework (Ortega, 2001). Importantly, Ortega (2001) argues that a job rotation 
policy protects the firm’s learning process from technological uncertainty, thus, gradually 
developing DFCs to response to market uncertainty. Therefore, we propose that: 


H2: Job rotation in the preceding time period has a positive relationship with (a) 
product innovation in the current period, and (b) process innovation in the current period. 


 
3.3. The interaction of HR practices and networking capabilities in supporting 


innovation 
Prior studies show a significant role for networking capabilities as a source of ideas for 


innovation. While firms learn about new market opportunities through networks (Axelson & 
Easton, 1992; Steen & Liesch, 2007), OECD innovation surveys routinely show that the 
leading sources of innovation are customers, suppliers and competitors (Hughes, 2008). 
Customers with particular needs and problems can be an especially significant source of 
innovation opportunities (Bogers, Afuah, & Bastian, 2010; von Hippel, 1986). While some 
research has shown that extensive business networks may actually hinder innovation (Laursen 
& Salter, 2006), possibly by trading network-off-network quality for quantity, there is 
overwhelming agreement that business networks support innovation. In addition, innovation 
may be the most important outcome from business networks, with innovation mediating the 
relationship between the external network and business performance (Gronum, et al. 2012). 


The presence of an educated and technologically experienced workforce creates an 
absorptive capacity in the organisation so that innovations can be successfully introduced and 
embedded in the business (Cohen & Levinthal, 1990; Zahra & George, 2002). Introducing 
firm HR practices in an emerging economy allows this absorptive capacity to be created and 
facilitates the creation of other organisational capabilities that enable the management of 
change involves in planning, budgeting, research, and operations management (Phillips, 
2014). These DFCs need to be present to allow the successful development of innovation 
capabilities that relate to the successful development, and the selection and implementation of 
ideas (Roper, et al. 2008, Kastelle & Steen, 2011). Thus, DFCs are needed to enable the 
assimilation and integration of ideas from business networks to support innovation (Blyer & 
Coff, 2003; Zahra & George, 2002). Since we have already argued that DFCs can be 
developed through HR practices, we extend this idea to reflect the importance of 
strengthening business networks to the relationship between HR practices and product and 
process innovation. Therefore:  







H3: Networking capabilities moderate the impact of employee training on (a) product 
innovation in the current period, and (b) process innovation in the current period 


H4: Networking capabilities moderate the impact of job rotation on (a) product 
innovation in the current period, and (b) process innovation in the current period 


 
3.4. The interaction of HR practices and marketing capabilities in supporting 


innovation 
The marketing capabilities literature shows its impact on innovation performance (De 


Luca & Atuahene-Gima, 2007; O'Cass & Weerawardena, 2009; Tsai & Eisingerich, 2010; 
Weerawardena, 2003). Marketing capabilities improve market knowledge by improving the 
understanding of customers, competitors and also suppliers, distributors, resulting in an 
increase in the ability to sense, seize and exploit market opportunities (De Luca & Atuahene-
Gima, 2007). Marketing capabilities also encourage firms to invest in innovation activities as 
higher levels of market confidence helps firms to deal with uncertainty (Tsai & Eisingerich, 
2010). 


HR practices are more likely to support innovation activities when firms possess strong 
marketing capabilities. The implementation of HR practices such as training, job rotation 
improves a set of capabilities including learning capabilities, networking capabilities, R&D 
capabilities, which enhance the innovation outcomes. For instance, employee training benefits 
firms from knowledge enrichment, especially in creating absorptive capacity (Cohen & 
Levinthal, 1990); resulting in more innovation ideas. Strong marketing capabilities assist 
owners/managers to make innovative decisions effectively by providing market foundations. 
In other words, firms are more confident to exploit market opportunities if supported by 
strong marketing capabilities. Therefore:  


H5: Marketing capabilities moderate the impact of employee training on (a) product 
innovation in the current period, and (b) process innovation in the current period. 


H6: Marketing capabilities moderate the impact of job rotation on (a) product 
innovation in the current period, and (b) process innovation in the current period. 


In summary, based on prior research on innovation, DCs, HR practices, networking 
capability and marketing capability, we argue that HR practices increases the innovation 
capabilities of SMEs, and networking and marketing capability acts as a moderator in the 
relationships between HR practices and innovation. 


 
4. Data and research method 


We test our research question using data from the “SME Survey in Vietnam”, 
conducted in 2005, 2007, 2009, 2011 and 2013 by the Institute of Labour Science and Social 
Affairs, the Central Institute for Economic Management and Department of Economics – 
University of Copenhagen. This database covers around 2,500 firms in three cities and seven 
rural provinces in Vietnam (CIEM, 2014). After cleaning and verification, 360 firms across 
five survey rounds formulating 1440 observations were included in our logistic regression 
models. In addition, the data are organised in wide form; consequently, each of 360 firms is 
investigated with different characteristics in four times. 


The two independent variables are product innovation (Product_Inno) and process 
innovation (Process_Inno). Product innovation is defined as whether firms introduced new 
products/made major product improvement. If firms this is the case, the Product_Inno 
variable is assigned the value of 1, otherwise, the value is zero. Process innovation is defined 
whether firms introduced new technology/production processes. If this is the case, the 
Process_Inno variable is assigned the value of 1, otherwise, the value is zero.  


There are two explanatory variables, namely employee training and job rotation. 
Employee training (Training) is assigned a value of 1 if a firm provides training for 







employees, otherwise, 0. Job rotation (Rotation) is measured by the fact that firm having job 
rotation within firms or not. 


Two capabilities are assessed in terms of their moderation effect, namely networking 
and marketing capabilities. Networking capabilities are measured by the number of business 
contacts (Ahuja, 2000), while marketing capabilities are measured by advertising 
expenditures (suggested in Weerawardena (2003)). 


Several control variables that are important for analysis namely firm size, firm age, 
location and industries are included. Firm size is measured by number of total regular 
workforce (log). Firm age is measured by the number of years a firm has been in business 
(log). Firms’ location is measured by whether they are located in urban or rural areas. Firm 
industries are classified based on OECD definition for manufacturing industries, including 
low technology, medium low technology, medium high technology, and high technology 
(OECD, 2009). Industry was recoded as Low (Ind = 0 – 52 percent) or Others (Ind = 1 – 48 
percent). The variables are summarised in Table 1. 


As our dependent variables (Product_Innovation and Process_Innovation) are binary, 
logistic regression is applied as a method to test these above constructed hypotheses. The 
model is described: E(y|x)=exp(xβ)/[1+exp(xβ)] where E(y|x) is a logistic function and x is a 
set of explanatory and control variables.  


Variance inflation factor (VIF) test was conducted to ensure that there was no 
multicollinearity among independent variables. As shown on the Table 2, the VIF value varies 
from 1.00 to 1.10, indicating that the assumption of no multicollinearity was satisfied. In 
addition, we conducted a Harman’s single-factor test to examine whether common method 
bias might be a problem for the research (Podsakoff and Organ 1986, Podsakoff et. al 2003). 
Because the first factor did not explain more than 50 per cent of the variance (only account for 
18%), the common method bias did not occur. 


 
5. Findings 
Table 3 summarises the innovation performance of the firms in our sample, indicating decline 
in the number of firms introducing new products, with the highest rate of nearly 62 percent in 
2007 and reduced to 29 percent in 2013. Regarding process innovation, the figure dropped 
from 24.44 percent to 7.50 percent over five survey rounds. 


Insert Table 3 here 
Table 4 shows the variance explained by the control and explanatory variables, of which 


two columns associated with all the explanatory and control variables. For product 
innovation, Table 4 shows a positive relationship between training, rotation and product 
innovation, however, the relationships are not significant. Therefore, H1a and H2a were 
rejected. For process innovation, firms provide job rotation were more likely to have process 
innovation than firms that did not have this practice and this relationship was significant at the 
five percent level. Meanwhile, training does not relate to innovation capabilities. Therefore, 
H1b was rejected and H2b was accepted. 


Insert Table 4 here 
Table 5 and Table 6 contain the results from logistic regression models testing the 


interaction effect of networking and marketing capabilities on the relationship between 
employee training and job rotation and process and product innovation. Although the results 
show a significant positive relationship between networking capabilities, training and product 
innovation, the interaction effect was not significant for both product and process innovation. 
Therefore, H3a and H3b were rejected.  


Interestingly, these results demonstrated a significant relationship between networking 
capabilities (p <0.01), rotation (p<0.01) and the negative moderation effect (p<0.01) on 
product innovation. Firms with higher levels of networking capabilities had a lower 







probability of having product innovation. Thus, H4a was rejected. The H4b hypothesis was 
also rejected as the moderation effect of networking capabilities on the relationship between 
rotation and process innovation was not significant. 


Insert Table 5 here 
For the moderation effect of marketing capabilities, there was a positive relationship 


between marketing capabilities and process innovation; therefore, H5b and H6b were 
accepted. There was no significant moderation effect of marketing capabilities on the 
relationship between training, rotation and product. Hypotheses H5a and H6a were therefore 
rejected. 


Insert Table 6 here 
 


6. Discussion 
Our findings do not support the hypothesis that training enhances product and process 
innovation of emerging economy SMEs (Sheehan, et al. 2014), meaning that HR development 
does not improve the innovativeness. This surprisingly result could be explained by the fact 
that the training is not focused on improving an innovative orientation.  Consequently, the 
impact on the development of DFCs is not sufficient enough to support innovation.  


Job rotation has a positive significant relationship with process innovation. This result is 
consistent with Eriksson, et al. (2014), and means that job rotation will benefit employees 
who can now be applying their previous experience learning and/or exchange experience 
among employees. Especially, job rotation not only improves learning capabilities, but also 
other DFCs such as manufacturing and organisational capabilities, which are essential for the 
introduction of new production process. For instance, job rotation encourages 
interdepartmental cooperation as employees are rotated among divisions, resulting in 
organisational capabilities improvement (Eriksson & Ortega, 2006). Rotation also allow 
employee to see different stages of business process (Adomi, 2006), thus enable to capture the 
knowledge and ability to improve the efficiency of production processes (Origo & Pagani, 
2008). . However, this relationship is not significant for product innovation as job rotation by 
itself does not improve DFCs as strongly as training and therefore supports the reorganisation 
of the lower level of operating capabilities associated with process innovation.  


As expected, there is a positive relationship between networking capabilities, as 
measured by business contacts, and product innovation. However, the negative moderation of 
training and rotation on this relationship was unexpected. One possible explanation is that the 
innovation pathway that uses external information and resources is quite distinct from the 
internally driven innovation pathway. An alternative explanation may be that training 
somehow interferes with the capacity of firms to be ‘open innovators’ (Dahlander & Gann, 
2010; Chesbrough, 2012). In addition, external sources only promote innovation to a point 
(Laursen & Salter, 2006; Laursen, 2012). It is possible that although training and rotation 
increase the level of DCs, firms are still unable to use this increased number of contacts to 
effectively support innovation.  


The positive moderation effect of marketing capabilities on the relationship between 
rotation and process innovation shows that firms with strong marketing capabilities would 
capture business opportunities driven from rotation. Although job rotation by itself does not 
improve DCs as strongly as training, the higher level of marketing capabilities would 
facilitate this impact. For instance, marketing capabilities provide a foundation for firms to 
modify the operation routines as to meet customers’ requirements, thus, enable manufacturing 
capabilities supported by job rotation to take the stage of innovation implementation. Strong 
marketing capabilities also moderate the impact of training, resulting in more process 
innovation performance. Increasing the advertising expenditure would enhance the knowledge 
about the customers’ demand and market accession capacity, which facilitates the impact of 







training on innovation more effectively than other DFCs such as networking capabilities. 
However, this relationship is not significant for the introduction of new product, which is 
explained by the limitation impact of marketing capabilities in innovation in B2B industries. 


  
7. Conclusion  


Prior research has suggested that innovation performance depends on the combination 
of capabilities and resources. Accordingly, HR practices not only increase the level of human 
capital, but also contribute to the improvement in number of innovation related capabilities 
(Laursen & Foss, 2003; Chen & Huang, 2009). Moreover, as a process of connected 
capabilities, innovation is also influenced by the moderation effect of these DCs on the 
relationship between HR practices and innovation. We therefore conceptualised a model of 
interactions among set of capabilities and empirically test the significance of these 
relationships. We demonstrate that employee training support product innovation while job 
rotation increases the probability of new process innovation. Further, networking and 
marketing capabilities have differing roles as innovation capabilities. While marketing 
capabilities assist firms to capture innovative opportunities, firms are still unable to use an 
increased level of networking capabilities to effectively support innovation. In addition, 
networking capabilities do not strengthen the impact of training on innovation. 


This study contributes to the innovation literature by improving our knowledge about 
innovation of SMEs in emerging economies by examining the impact of HR practices through 
DCs lens. Further, the interactions between DFCs and HR practices help to provide evidence 
of the role of DCs on innovation performance in SMEs. 


The research also suggests a number of managerial implications. First, SMEs should 
continue to invest in HR by providing training and applying job rotation mechanism. 
However, as innovation is not improved by simply training, the training in SME should focus 
more on innovative orientation rather than a practice in general. Second, investing in new and 
broadened networking capability may not result in higher innovativeness. Thus, maintaining 
networking capability at an optimal level is sufficient to support innovation. Finally, firms 
should never stop increasing their marketing capability. Although the enhancement of 
marketing capability is costly, better understanding about customer needs and market trends 
would encourage firms to capture and exploit new business opportunities to attain sustainable 
advantage through innovation. 


Although our findings have advanced our understanding of innovation capabilities, it is 
important to highlight their limitations. First, while our dataset is large, we are still limited in 
investigating the impacts of different DCs such as learning, R&D, resource allocation or 
organisational capabilities on innovation. It would be interesting to examine the interactions 
among these capabilities in supporting firms’ innovation. Another limitation of the dataset is 
that we are unable to create a continuous variable for product, process innovation and also 
training and job rotation, thus limiting the analysis to a binary variable. 
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Figure 1: Research conceptual background 
 
 
 
 
 
 
 
 
 
 
 
 


 
 
 


Table 1: Independent variables in the innovation models 
 


Variables Explanation of dependent variables 
Training  Training = 1 if firms provided employee training in the previous 


survey, otherwise Training = 0. 
Rotation Rotation = 1 if firms rotated jobs in the previous survey, otherwise 


Rotation = 0.  
Networking capabilities The number of business contacts 
Marketing capabilities Expenditure on advertising (in billions Vietnamese dong) 
Firm_Size Number of total employees as reported each survey round (log) 
Firm_Age Number of years in business, as reported each survey round (log) 
Industry Dummy variable. Ind = 1 if industry technology is MedLow, 


MedHigh, or High. Ind = 0 if industry is Low. 
Location Dummy variable. If firms locate in Hanoi, Hochiminh city and 


Haiphong city, which are urban areas, Firm_Location=1, otherwise 
Firm_Location=0. 


 
 


Table 2: Multicollinearity test 
 


Variables VIF 
Firm_Size 1.19 
Training 1.15 
Location 1.08 
Rotation 1.08 
Marketing capabilities 1.05 
Firm_Age 1.04 
Industry 1.01 
Networking capabilities 1.01 
Mean VIF 1.07 
 
 


 


 


Innovation: 


Capabilities 


HR practices 


 
- Product 
- Process 
- Marketing 
- Organization, etc. 


- Training 
- Rotation 
- Responsibility delegation
- Teamwork 
- Compensation, etc. 


 


- Learning 
- Marketing 
- R&D 
- Networking 
- Resource allocation 
- Manufacturing 
- Strategic 
- Organizational, etc. 


 







Table 3: Innovation overview 
 2007 2009 2011 2013 Total 


Have product innovation 223 206 166 105 700 
(61.94) (57.22) (46.11) (29.17) (48.61) 


Have process innovation 88 77 73 27 265 
(24.44) (21.39) (20.28) (7.50) (18.40) 


Note: Percentage in parenthesis 
 


Table 4: Regression results for product innovation 
 


Product innovation Process innovation 
Training 0.1403  -0.3184 


(0.94)  (-1.70) 
Rotation 0.0649  0.5591* 


(0.44)  (3.27) 
Firm_Size (log) 0.3354* 0.3194* 0.6736* 0.6834** 


(6.12) (5.64) (9.77) (9.51) 
Firm_Age (log) -0.1071 -0.0984 0.0107 0.0233 


(-0.93) (-0.85) (0.07) (0.16) 
Industry 0.4880* 0.4930* -0.1926 -0.1934 


(4.34) (4.38) (-1.32) (-1.31) 
Firm_Location -0.1615 -0.1868 -0.2020 -0.2222 


(-1.42) (-1.61) (.1.37) (-1.47) 
Year 2009 -0.1610 -0.1689 -0.1416 -0.0506 
 (-1.03) (-1.06) (-0.75) (-0.26) 
Year 2011 -0.5757* -0.5586* -0.1581 -0.0501 
 (-3.62) (-3.44) (-0.81) (-0.25) 
Year 2013 -1.2732* -1.2730* -1.2808* -1.2007* 
 (-7.50) (-7.40) (-5.10) (-4.75) 
Pseudo R2 0.0750 0.0756 0.1131 0.1220 
Number of 
observations 


1440 1440 1440 1440 


Note: Logistic regression. *, ** indicate significant at the 1% and 5% level. Z-value in 
parenthesis. Base: Low industries, Rural areas, Year 2007 


 
 
 
 
 
 


  







Table 5: Regression results for networking capabilities as moderator 
 


Product innovation Process innovation 
Networking 
capabilities 


0.0034 0.0046** 0.0003 0.0003 


(1.78) (2.41) (0.63) (0.82) 
Training 0.2774  -0.3174  


(1.58)  (-1.53)  
Networking 
capabilities*training 


-0.0038  0.0020  


 (-1.37)  (0.82)  
Rotation  0.4424**  0.5182* 


 (2.23)  (2.69) 
Networking 
capabilities*rotation 


 -0.0113**  0.0001 


  (-2.58)  (0.03) 
Firm_Size (log) 0.3106* 0.3257* 0.6909* 0.6531** 


(5.45) (5.78) (9.65) (9.33) 
Firm_Age (log) -0.1064 -0.1216 -0.0052 0.2623 


(-0.91) (-1.04) (-0.03) (0.17) 
Industry 0.4928 0.4946* -0.2021 -0.1803 


(1.37) (4.37) (-1.38) (-1.23) 
Firm_Location -0.1889 -0.1783 -0.1688 -0.2598 


(-1.63) (-1.55) (-1.13) (-1.73) 
Year 2009 -0.1891 -0.1558 -0.1147 -0.0825 
 (-1.20) (-0.98) (-0.60) (-0.43) 
Year 2011 -0.5781* -0.5535* -0.1598 -0.0420 
 (-3.62) (-3.39) (-0.82) (-0.21) 
Year 2013 -1.2821* -1.2673* -1.2667* -1.2131* 
 (-7.52) (-7.36) (-5.04) (-4.80) 
Pseudo R2 0.0786 0.0826 0.1153 0.1203 
Number of 
observations 


1440 1440 1440 1440 


Note: Logistic regression. *, ** indicate significant at the 1% and 5% level. Z-value in 
parenthesis. Base: Low industries, Rural areas, Year 2007 
 
  







Table 6: Regression results for marketing capabilities as moderator 
 


Product innovation Process innovation 
Marketing 
capabilities 


0.0076 0.0087 0.0008 0.0022 


(0.91) (1.17) (0.17) (0.48) 
Training 0.1538  -0.4316**  


(1.01)  (-2.15)  
Marketing 
capabilities*training 


-0.0045  0.0288**  


 (-0.45)  (2.37)  
Rotation  0.0987  0.3191 


 (0.67)  (1.74) 
Marketing 
capabilities*rotation 


 -0.0070  0.0564* 


  (-0.76)  (2.78) 
Firm_Size (log) 0.3075* 0.3142* 0.6776* 0.6197* 


(5.33) (5.54) (9.31) (8.69) 
Firm_Age (log) -0.0944 -0.0985 0.0213 0.0610 


(-0.82) (-0.85) (0.14) (0.40) 
Industry 0.4921* 0.4899* -0.1977 -0.1754 


(4.37) (4.35) (-1.34) (-1.18) 
Firm_Location -0.1845 -0.1736 -0.1903 -0.2721 


(-1.59) (-1.51) (-1.26) (-1.80) 
Year 2009 -0.1831 -0.1506 -0.1226 -0.1462 
 (-1.16) (-0.95) (-0.64) (-0.76) 
Year 2011 -0.5831* -0.5676* -0.1930 -0.1050 
 (-3.65) (-3.49) (-0.98) (-0.52) 
Year 2013 -1.2882* -1.2608* -1.2560* -1.3030* 
 (-7.56) (-7.36) (-4.99) (-5.06) 
Pseudo R2 0.0616 0.0762 0.1230 0.1308 
Number of 
observations 


1440 1440 1440 1440 


Note: Logistic regression. *, ** indicate significant at the 1% and 5% level. Z-value in 
parenthesis. Base: Low industries, Rural areas, Year 2007 
 
 








 


 
 


The Role of Attributions and Individual Entrepreneurial Orientation in the 
Societal Perception of Failed Entrepreneurs 


Abstract 


Building on attribution theory and individual entrepreneurial orientation literature, we seek to 
explore individuals’ judgmental reaction towards failed entrepreneurs. Using conjoint 
analysis, we find that individuals judge failed entrepreneurs more negatively when they 
perceive them to be either personally involved in the failure event, in control or when 
business failure is rendered a stable event potentially leading to increased social costs 
stemming from subsequent stigmatization. Moreover, causal stability apparently softens and 
amplifies both, the relationship between locus of causality as well as controllability and 
individuals’ judgements. Finally, although we found that observers’ individual entrepreneurial 
orientation (i.e. being more innovative and / or less proactive as a person) partly explains 
variance in their judgement policy, we could not find general support for the “similar-to me-
hypothesis” as neither being self-employed nor exhibiting a high entrepreneurial 
predisposition in general lead to a more positive judgmental reaction towards failed 
entrepreneurs. 


Introduction 


Entrepreneurial failure may evoke a stigmatization process, whereby individuals may assign 
blame and discredit one person’s professional identity (Wiesenfeld et al., 2008; Singh et al., 
2015). According to attribution theory (Heider, 1958; Weiner, 1985, 2000), all negative 
affective and behavioral reactions towards failed entrepreneurs (e.g. stigmatization) start with 
the causal beliefs people infer in response to so called trigger events (e.g. business failure). 
Who was involved? Who is responsible? Will it happen again? These are the important 
questions that ultimately form the judgments of individuals and potentially trigger negative 
reactions such as discrimination. Despite the evident importance of this process, it is 
somewhat surprising that we know only little about how individuals arrive at their judgments 
when faced with the task to evaluate entrepreneurs in response to business failure (Shepherd 
& Patzelt, 2015; Jenkins et al., 2014). We seek to close this gap by contributing to the 
fundamental question of how individuals arrive at their judgments when business failure is 
framed either internal or external to the entrepreneur, rendered controllable or uncontrollable, 
and a stable or unstable event. 


Using causal attribution theory (Heider, 1958; Weiner, 2000) as a theoretical framework and 
drawing on individual entrepreneurial orientation literatures, we theorize on how the 
characteristics of both those who fail (i.e. the entrepreneur) and those who evaluate (i.e. the 
observer) influence the judgmental reaction toward failed entrepreneurs (Shepherd & Patzelt, 
2015). By analyzing a large sample of 6,152 observations nested within 769 observers using 
Conjoint Analysis, we primarily make three contributions to existing streams of research: 
First, until recently, scholars have primarily paid attention to the socio-cultural aspects 
associated with stigma due to entrepreneurial failure in general (Begley & Tan, 2001) or 
bankruptcy more specifically (Efrat, 2006). However, research on the micro processes 
determining these societal level relationships remains scarce (Singh et al., 2015). We seek to 
extend these lines of research by analyzing the underlying mechanisms which lead to the 
negative judgments that ultimately may affect the degree of stigmatization assigned by 
individuals.  


Second, building upon theories of learning, self-categorization, and social identity, numerous 
scholars found evidence for the so-called “similar-to-me” hypothesis in individuals’ decision-







 


 
 


making, evaluation, and judgement policy (e.g. Franke et al., 2006). By relying on individual 
entrepreneurial orientation literature, we attempt to provide a comprehensive picture on how 
individuals with a positive attitude towards entrepreneurship evaluate failed entrepreneurs. 
Finally, business failure as well as the subsequent stigmatization often represents a threat to 
entrepreneurs’ identity. There exists a rich body of literature about how individuals respond to 
such a threat and manage the impressions of others (e.g. Sutton & Callahan, 1987). However, 
research on the effectiveness of such efforts to manage the stigma of business failure remains 
scarce (Shepherd & Haynie, 2011). This study provides a systematic look on how 
entrepreneurs can frame business failure to mitigate the negative reactions by the broad 
public. By acknowledging attributions as devices to shape not only the view on the self but 
also the impressions of others, our findings pave the way for further studies exploring the 
stigma management tactics in response to business failure. 


Theory & Hypotheses 


To explore how individuals arrive at their judgments when confronted with the task to 
evaluate failed entrepreneurs, we adopt an attributional perspective (Heider, 1958; Weiner, 
2000) as it provides an excellent framework for studying evaluation and judgement situations 
in achievement settings (e.g. success and failure) (e.g. Jenkins et al., 2014). Drawing on this 
perspective, we develop and test a model of how the characteristics of both those who fail (i.e. 
the actor) and those who evaluate (i.e. the observer) influence the judgement policy of 
individuals (fig.1). In a similar vein as actors, observers engage in sensemaking to arrive on 
their judgements in the form of the dimensional placement of a cause for business failure, i.e. 
whether it is perceived as internal or external to the actor, controllable or uncontrollable and 
stable or unstable (Weiner, 2000). Their final judgement should then determine affective 
reactions toward the entrepreneur (e.g., anger and sympathy) and a variety of behavioral 
responses, including altruistic actions, punishment or discrimination (Weiner et al., 1988). As 
the placement of a cause for business failure is dependent on the individual characteristics of 
an observer, there may be variance across observers in their judgement policy. Because 
previous research suggests that judgements may be affected by the similarity between 
observer and actor (e.g. Franke et al., 2006), we posit that it will depend on the level of 
individual entrepreneurial orientation how observers evaluate failed entrepreneurs (Level 2 in 
Figure 1). 


Figure 1: Conceptual Model 


 







 


 
 


Locus of Causality and Observers’ Judgmental Reaction 


When it comes to the evaluation of failed entrepreneurs attributing business failure either to 
external or internal circumstances, we expect observers to base their judgements on the 
perceived link between the entrepreneur and the business failure event (Kirkwood, 2007). In 
this regard, we posit that individuals might evaluate entrepreneurs more negatively when 
attributing business failure internally as opposed to externalizing business failure. Indeed, if 
entrepreneurs do not ensure separation between them and the business failure event, this may 
translate into a negative judgement as it may give observers a clearly defined target where for 
example blame might be directed to (Cardon et al., 2011). In a similar vein, if an entrepreneur 
attributes business failure to external forces, we may anticipate a different response. Denying 
personal involvement may deflect from the self of the entrepreneur and eliminates and 
discounts his or her role in the failure event therefore potentially leading to a more positive 
reaction. 


Moreover, attribution theory predicts certain emotional reactions on the side of the observer in 
failure settings. When individuals emphasize their role in the actual failure event, it may give 
rise to negative emotional responses for instance in the form of anger, irritation, or aversion 
(Weiner, 2000) which may then translate into a negative judgement of the failed entrepreneur. 
While internalizing business failure may trigger a negative emotional reaction, the reverse 
might be true when entrepreneurs ascribe business failure to external forces. Hereby positive 
emotions on the side of the observers are likely for example pity, liking or admiration which 
may then lead to a more positive evaluation of the failed entrepreneur (Weiner, 2000). 
Building on the previous arguments, we hypothesize the following: 


Hypothesis 1: Entrepreneurs who internalize business failure are evaluated more negatively 
than entrepreneurs attributing business failure to external circumstances. 


Controllability and Observers’ Judgmental Reaction 


According to Weiner (1985), causal controllability is of crucial importance for interpersonal 
judgements because when observers perceive the cause of a negative event as controllable, 
then that person is typically viewed to be responsible for the outcome. In this regard, we 
expect that the perceived responsibility might lead to a more negative reaction towards failed 
entrepreneurs as opposed to entrepreneurs crediting business failure to circumstances 
originating beyond their control (Graham et al., 1997). This prediction is based on evidence 
from the marketing literature, social psychological research and health-related studies linking 
control with responsibility and subsequent negative reactions such as blame or neglect (e.g. 
Weiner et al., 1988).  


While observers may judge those who caused a negative event more punitively when they 
believe they could have avoided it, there might be a different reaction when constraints force 
their actions (Hamilton, 1980). Thus, if the cause of a negative event is perceived as 
uncontrollable, then that person will not be held accountable or personally responsible for it 
(Graham et al., 1997). The lack of responsibility may elicit sympathy and a more prosocial 
reaction which could result in a less negative evaluation of the failed entrepreneur (Weiner et 
al., 1988). Thus, we hypothesize the following: 


Hypothesis 2: Entrepreneurs who render business failure controllable are evaluated more 
negatively than entrepreneurs attributing business failure to uncontrollable forces.  


Stability and Observers’ Judgmental Reaction 







 


 
 


When it comes to the judgement of entrepreneurs rendering business failure either stable or 
unstable, we expect that the perceived variability or permanence of a cause will have a 
significant influence on independent observers’ judgement policy. Hereby, we expect 
observers to judge entrepreneurs more negatively, when they anticipate that entrepreneurs will 
continue to be unsuccessful in the future as opposed to entrepreneurs claiming business 
failure was only circumstantial because they might project failure to entrepreneurs’ future task 
performance. This argument is consistent with previous theorizing and findings in various 
research settings such as service recovery (e.g. Folkes, 1984) or the justice literature (e.g. 
Carroll, 1978).  


Parole decision makers for example rely on evidence such as criminal history to assess the 
stability of the cause of a crime and to ultimately arrive at their judgements (Carroll, 1978). In 
this regard, convicts were more likely to be paroled when the cause of their crime was deemed 
unstable. Moreover, in an education setting, Reyna & Weiner (2001) found that teachers 
employ more utilitarian-driven interventions and are less punitive when they ascribe student’s 
poor academic performance to unstable causes since they apparently share high beliefs that 
the undesirable behavior might change whereas a full range of beneficial interventions 
becomes available (Reyna & Weiner, 2001). Building on the previous arguments, we 
hypothesize the following: 


Hypothesis 3: Entrepreneurs who render business failure stable are evaluated more 
negatively than entrepreneurs attributing business failure to unstable factors. 


The Moderating Role of Causal Stability in Observers’ Judgmental Reaction 


Attribution theory has suggested links among the perceived variability of a cause and the 
attributional dimensions of locus of causality as well as controllability (Tsiros et al., 2004). 
While the stability dimension may moderate the relationship between each of the two 
attributional dimensions and observers’ judgments, the nature of this moderation may be quite 
similar. As mentioned earlier, perceptions of causal stability shape observers’ expectations of 
a person’s future outcomes, and these expectations, in turn may soften or amplify their 
reaction in response to business failure (Reyna & Weiner, 2001). In case of product failure, 
for instance, Folkes (1984) found that fewer apologies and refunds were warranted if 
subsequent negative disconfirmation was due to a cause that was perceived as stable yet 
uncontrollable than if the cause was stable but controllable.  


The permanence of the cause may lead observers in both cases to believe that the entrepreneur 
consistently makes the same mistakes without improving which may ultimately result in a 
more negative judgment (Maxham & Netemeyer, 2002). Accordingly, observers who view 
business failure not as a re-occurring phenomenon may view the failure event as 
circumstantial or as distinct anomalies leading to a less negatively judgement of the 
entrepreneur. Therefore, building upon the previous arguments, we hypothesize the following: 


Hypothesis 4a: Entrepreneurs who internalize business failure are evaluated more negatively 
than entrepreneurs who externalize business failure, but less so for entrepreneurs rendering 
business failure unstable than for those who render it stable. 
Hypothesis 4b: Entrepreneurs who render business failure controllable are evaluated more 
negatively than entrepreneurs attributing business failure to uncontrollable forces, but less so 
for entrepreneurs rendering business failure unstable than for those who render it stable. 


Individual Entrepreneurial Orientation and Observers’ Judgmental Reaction 


There exists limited evidence that certain social groups (e.g. Venture Capitalists) exhibit a 
more positive attitude towards failed entrepreneurs (Cope et al., 2004). While these studies 







 


 
 


suggest that there may be variance in the evaluations across individuals depending on their 
attitude towards entrepreneurship, we posit that it will depend on the level of their 
entrepreneurial disposition, i.e. observers’ extent of risk-taking, innovativeness, and 
proactiveness. 


Risk-taking. Individuals apparently differ in their risk-taking propensity (Weber & Milliman, 
1997) which may also translate in their evaluation and judgement of failed entrepreneurs. 
Thus, observers who exhibit a high degree of risk-taking might evaluate failed entrepreneurs 
less negatively as opposed to observers who are more risk averse. This might be the result of 
the overall predisposition of observers who display a greater risk propensity to make riskier 
decisions (Sitkin & Weingart, 1995) which may in turn lead to a more positive attitude 
towards failure and ultimately a more positive judgement of failed entrepreneurs as opposed 
to more risk averse individuals.  


Moreover, the greater the risk propensity of observers, the stronger might be their 
entrepreneurial intent (Zhao et al., 2010) which entails a profound understanding that 
entrepreneurial activity involves acting under uncertainty and goes along with an increased 
likelihood of failure resulting in a more positive evaluation of failed entrepreneurs as opposed 
to more risk averse individuals. Tjosvold & Ziyou (2007) found, for instance, that the 
propensity to take risks promotes recovery from mistakes, which may indicate that individuals 
are well aware that failure is a necessary by-product of entrepreneurial activity thus 
potentially leading to a more positive judgement of failed entrepreneurs. This argument is 
consistent with Jenkins et al. (2014) who found that individuals who are aware of the inherent 
risk of entrepreneurial activity tend to stigmatize failed entrepreneurs to a lesser extent than 
individuals who are unaware of failure as an inherent risk of firm ownership. Thus, in line 
with the previous arguments, we hypothesize the following: 


Hypothesis 5a: Entrepreneurs are evaluated less negatively for their business failure by 
observers with high risk-taking than those with low risk-taking. 


Innovativeness. Innovativeness typically entails a creative orientation to problem solving 
(Kirton, 1976) and has been treated as a cognitive style or even a component of human 
personality. There exists vast evidence (e.g. Buttner & Gryskiewicz, 1993) that individuals 
differ in terms of their adaptive and innovative characteristics which may then influence their 
judgement policy. Kirton (1976) characterizes innovators as less conform when it comes to 
established rules, advocating novel perspectives and solutions and seeking to work toward 
beneficial advances. Hereby, innovative individuals exhibit a positive attitude towards risk 
taking and exploration behavior (Buttner & Gryskiewicz, 1993) which entails a certain 
awareness that entrepreneurial activity goes along with the chance of failure potentially 
leading to a more positive judgement as opposed to more adaptive individuals (Jenkins et al., 
2014). 


Adaptors, on the contrary, feel comfortable within certain patterns of rules and operating 
procedures. They have been described as fairly conservative in their decision-making, 
intolerant towards change and unwilling to accept ambiguity (Kirton, 1976). In sum, they are 
more likely to avoid mistakes, even at the expense of missing valuable opportunities whereas 
the negative attitude towards risk and failure may ultimately lead to a more negative 
judgement of failed entrepreneurs as opposed to more innovative individuals (Chudry et al., 
2011). Building upon the previous arguments, we hypothesize the following: 


Hypothesis 5b: Entrepreneurs are evaluated less negatively for their business failure by 
observers with high innovativeness than those with low innovativeness. 







 


 
 


Proactiveness. Proactivity, or a proactive personality, is considered as one of the important 
entrepreneurial competences hereby representing a key characteristic of successful 
entrepreneurs (Becherer & Maurer, 1999). Indeed, proactive individuals identify opportunities 
and act on them, they feel that they can intentionally and directly change their current 
circumstances (Crant, 2000). These characteristics are accompanied by the propensity to view 
failure or set-backs only as temporary, a valuable learning opportunity rather than a burden 
making them believe that they might be able to succeed in the future (Seibert et al., 2001). 
This positive attitude towards entrepreneurial behavior might also entail a positive attitude 
towards business failure pointing to a more positive evaluation of failed entrepreneurs. 


While observers with a more proactive disposition may exhibit a positive attitude towards 
entrepreneurship and the risk of failure, passive individuals may display the opposite patterns. 
They prefer to adapt to present conditions rather than actively change them indicating a 
comparably negative attitude towards entrepreneurship and acting under uncertainty which 
may then translate into a more negative judgement of failed entrepreneurs. In sum, we 
hypothesize the following: 


Hypothesis 5c: Entrepreneurs are evaluated less negatively for their business failure by 
observers with high proactiveness than those with low proactiveness. 


Data & Method 


Sample and Data Collection 


Our sampling was conducted with special regards to socio-cultural aspects. Hence, we 
decided on Germany as a research context since fear of failure is an important characteristic 
for German culture (GEM, 2013). To obtain a fairly balanced sample in terms of age, gender 
and local distribution, we relied on an internet panel provider who gave participants access to 
an online survey. Panel data is particularly appropriate for our study because attribution 
theory, may best explain observers’ judgments when observers are in a neutral emotional and 
motivational state (Hirschberger, 2006). In this regard, respondents are more likely to make 
judgments on the basis of the objective evidence with a minimal involvement of other factors 
that may bias the process. 


In line with previous conjoint studies, we dropped non-reliable responses from our study and 
included only respondents with a test-retest reliability (detailed below) greater than 0.3 
resulting in a final sample of 769 usable conjoint experiments for further analysis. The 
respondents in our final sample approach representativeness of the German population in 
terms of age, gender and place of residence within Germany (Destatis, 2015). The 
participants’ average age was 47.7 years (standard deviation = 11.71), and 48.5 percent of the 
sample consisted of men. Further, 53.8 percent were employed, 14.7 percent had retired, 10.9 
percent were self-employed, 6.8 percent were housewives/-men, 5.5 percent were employed 
in the public sector; 4.4 percent were students, and 3.9 percent were unemployed. When it 
comes to education, 62.8 percent absolved an apprenticeship or held a comparable degree, 
33.6 percent graduated at least from college, and 3.6 percent were early school leavers. 


Analytical Procedure 


To explore how the perceived cause of business failure affects observers’ judgements of failed 
entrepreneurs, we chose conjoint analysis because it has been used in multiple judgment and 
decision-making studies not only in the field of entrepreneurship but throughout a variety of 
disciplines as well. More specifically, our method choice was driven by the primary 
consideration, that judgmental reactions to business failure are a complex phenomenon that 







 


 
 


eventually involves opinion-shapers (e.g. media) as well as various socio-psychological 
processes on the side of the observers (e.g. cognitive biases) (Wiesenfeld et al., 2008). In this 
regard, a metric conjoint approach allows for reducing complexity and controlling for 
potentially confounding variables such as specific characteristics of the failed entrepreneur 
(e.g. track-record and personality) or possible social interactions between entrepreneur and 
observer to better capture this phenomenon. 


In a conjoint experiment, respondents typically make assessments of specific profiles which 
are combinations of theoretically derived attributes. To determine which attribute level is used 
for a particular profile as well as the adequate number of profiles to test our hypotheses, we 
employed an experimental design, i.e. an orthogonally fractional factorial design. The specific 
design used in this study asked participants to judge 8 original profiles which were fully 
replicated. Additionally, we included a practice profile (which was not considered for further 
analysis) to familiarize participants with the conjoint task resulting in a total of 17 profiles for 
each respondent to evaluate. We randomly assigned both the order of the profiles and the 
order of the attributes in two ways each. Moreover, we manipulated the judgement situation in 
terms of type of business failure (detailed below) resulting in eight versions of the 
experiment, whereas participants were randomly assigned to one of the eight versions. To test 
for possible order effects, we included each of the eight versions as level 2 variables in HLM. 
The results indicated no significant order effects (p > 0.1).  


Participants were first provided with a description of the judgement situation to provide a 
common understanding. Afterwards, they judged a series of hypothetical profiles describing 
specific business failure settings as communicated by the failed entrepreneur, and they 
assessed the likelihood that they would accept the statement of the entrepreneur in response to 
business failure. Finally, in a pre- and post-experiment questionnaire, we collected 
demographic data as well as details about the participants. 


Survey Instrument and Variables 


Before respondents began to evaluate the profiles, we asked them to carefully read a short 
description of a hypothetical business failure scenario which we manipulated in terms of type 
of business failure. To control for specific characteristics of the failed entrepreneur, we 
informed the participants, in both scenarios that the entrepreneur had substantial experience 
and expertise within the domain of operation. To ensure that participants make objective 
judgments, we further instructed the participants that they have no personal or professional 
relationship to the failed entrepreneur and do not know him or her. Moreover, we asked the 
participants to assume that the founder was CEO of the firm and therefore fully in charge of 
the operations. Finally, we instructed the participants to carefully read each of the profiles, 
and judge the failed entrepreneur based on the particular business failure setting independent 
of the previous and subsequent profiles. 


Dependent Variable. The dependent variable of our study is observer’s judgement of the 
failed entrepreneur in a specific business failure setting. Consistent with other studies 
concerned with judgements (e.g. Sadler et al., 2005), we asked participants to assess to what 
degree they accept the statement of a failed entrepreneur using a 7-point Likert-type scale (1 = 
“not at all,” 7 = “very much”). 


Variables at Level 1 (judgment profiles). The profiles in our conjoint experiment consist of 
four attributes, the three attributional dimensions (i.e. locus of causality, controllability, and 
stability) suggested by Weiner (1985) which represent the independent variables as well as a 
reference to others which we included as a control. Consistent with attribution theory and 
previous studies using a metric conjoint approach, we describe each attribute by two levels. 







 


 
 


The locus dimension was described by the two levels: Internal, i.e. whether business failure is 
attributed to reasons internal to the individual experiencing the event (‘It was because of me’) 
and external, i.e. business failure is attributed to reasons beyond their control (‘It was related 
to external circumstances’). Controllability relates to the extent to which an observer 
perceives the cause of an outcome to be under someone’s volition (Weiner 1985) and consists 
of the following two levels: controllable (‘I could have avoided it’) and uncontrollable (‘I 
could not have avoided it’). The stability dimension refers to the perceived variability or 
permanence of a causal factor and was described by the following two levels: Stable (‘it could 
happen again’) and unstable (‘It was a one-time thing’).  


Finally, business failure occurring in isolation or within healthy industries are unexpected and 
may provide a strong signal of leader ineffectiveness ultimately resulting in a negative 
judgement of failed entrepreneurs (Wiesenfeld et al., 2008). To control for this performance 
discrepancy we included a performance reference which was determined by the following two 
levels: Global (‘others have failed as well’) and specific (‘I’m the only one’). 


Variables at Level 2 (level of the observers).As mentioned before, the level 2 variables were 
collected in the post-experimental questionnaire. To operationalize risk-taking, innovativeness 
and proactiveness, we used the individual entrepreneurial orientation scale developed by 
Bolton & Lane (2012) which has already been used in previous studies. The Cronbach’s alpha 
was 0.867 overall.  


Because people who are self-employed, of different gender, older and more educated may 
judge business failure differently, we controlled for employment status, gender, age, and 
education. For respondents’ employment status we included seven dummy variables (self-
employed, employed, student, employed in the public sector, unemployed, retired, 
housemen/-wives) coded for example 1 for self-employment and 0 otherwise, gender was a 
dichotomous variable coded 1 for male and 0 for female, and age was calculated from current 
date less birth date. Education was coded as a categorical variable consisting out of 5 levels 
ranging from early school leavers to graduated college. Moreover, we controlled for net 
household income of the respondents which was measured as a categorical variable ranging 
from below 1,000 Euros in net household income to above 5,000 Euros. 


Because observers’ attitudes towards entrepreneurial failure might differ not only 
internationally but also nationally (Cardon et al., 2011), we included dummy variables for all 
16 German states to control for these effects. Additionally, because respondents who know in 
their personal or professional environment ex-entrepreneurs who have experienced business 
failure may judge failed entrepreneurs differently, we controlled for this familiarity with a 
dummy variable coded 1 if an individual has a personal or a professional relationship with a 
failed ex-entrepreneur and 0 otherwise. To control for the type of business failure, we 
assigned respondents randomly to either a scenario where the founder had to declare 
bankruptcy or a second one where the entrepreneur discontinued his or her business and 
exited the market. 


Finally, individuals who exhibit a high level of self-efficacy and are more satisfied with their 
life might evaluate entrepreneurs differently, therefore we controlled for general self-efficacy 
and satisfaction with life using established scales of General Self-Efficacy (GSE) (Schwarzer 
et al., 1997) and the Satisfaction with Life Scale (SWLS) (Diener et al., 1985). The 
Cronbach’s alpha for both scales was 0.945 and 0.913 respectively. 


Analysis and Results 







 


 
 


The conjoint experiment generated 6,152 judgements nested within 769 observers. As 
mentioned before, we dropped in line with previous conjoint studies all unreliable responses 
whereas the final sample had a mean test–retest correlation of 0.64. Table 1 summarizes the 
descriptive statistics for the Level 2 variables included in our analysis. We have checked all 
variance inflation factors (VIFs) in order to capture any possible multicollinearity problems 
associated with high correlation. The maximum VIF in our analysis was 2.386, and the mean 
VIF was 1.314 suggesting multicollinearity is not an issue in our sample (Kleinbaum et al., 
1988). Given the orthogonal design, there is zero correlation between the Level 1 attributes 
which is consistent with attribution theory as the three attributional dimensions are viewed as 
independent (Weiner, 1985). 


“Insert Table 1 Here” 


To decompose the judgement policy of the sample as a whole into the weights placed on the 
attributional dimensions as communicated by the failed entrepreneur, we ran a Level 1 model 
(Shepherd & Patzelt, 2015). As illustrated in Table 2, we found a positive coefficient for locus 
of causality (0.113; p < 0.01) which suggests that observers judge failed entrepreneurs more 
negatively when they perceive the entrepreneur was personally involved in the actual failure 
event thus providing support for Hypothesis 1. We can also confirm Hypothesis 2 as we found 
a positive coefficient for the controllability dimension (0.401; p < 0.001) indicating that the 
broad public evaluates entrepreneurs more negatively when they perceive that business failure 
was under an entrepreneur’s volition. When it comes to the permanence or variability of a 
cause, our results suggest that observers judge failed entrepreneurs more negatively when 
they perceive that they will also fail at future tasks (0.190; p < 0.001) thus providing support 
for hypothesis 3. Finally, we found a significant coefficient for the interaction of locus of 
causality and stability -0.166; p < 0.001) and a significant coefficient for the relationship 
between controllability and stability (0.157; p < 0.001) suggesting that causal stability indeed 
softens and amplifies the relationship between both attributional dimensions and observers’ 
judgments. Therefore we can also support Hypothesis 4a and 4b. 


“Insert Table 2 Here” 


As a next step in our analysis, we tested whether characteristics of the broad public, i.e. the 
extent of observers’ individual entrepreneurial orientation explains variance in the judgement 
policy across observers (Table 3). Model 1 represents the base model with only the control 
variables present. Next, we ran a full model, which repeated the analysis with the addition of 
the three dimensions of individual entrepreneurial orientation (i.e. innovativeness, risk-taking, 
and proactiveness). For the sake of parsimony, we only report the results for the overall 
intercept, locus of causality, controllability and stability. The overall intercept indicates the 
effect of the Level 2 variables on observers’ judgements, controlling for the Level 1 attributes 
– locus of causality, controllability, stability, performance reference, and both interaction 
effects. The findings suggest that individuals with greater innovativeness (0.033; p < 0.1) and 
/ or individuals who are less proactive (-0.060; p < 0.05) are less negatively in their (baseline) 
evaluations. However, we did not find such a relationship for observers with a more risk-
taking attitude. Therefore, we found support for Hypothesis 5b but not for Hypothesis 5a and 
c. 


“Insert Table 3 Here” 


Discussion 


Building upon an attributional perspective, this study makes a primary contribution in 
exploring the judgement policy of individuals in response to business failure and how 







 


 
 


entrepreneurs can respond in order to manage the societal perception and ultimately minimize 
potential social costs (Ucbasaran et al., 2013) stemming from subsequent stigmatization. 
Thus, our study contributes to previous research investigating the stigmatization of elites in 
general (Wiesenfeld et al., 2008) and entrepreneurs more specifically (Singh et al., 2015). In 
sum, this study may behold valuable theoretical and practical implications which are further 
detailed below. 


While there exists vast literature on social accounts and the ways in which individuals attempt 
to shape the perceptions of others following a negative event (e.g. Sutton & Callahan, 1987), 
evidence on the effectiveness of these impression and stigma management tactics in response 
to entrepreneurial failure is scarce. In this study we sought to extend our knowledge on the 
effectiveness of these tactics by exploring the role of causal failure attributions within the 
judgement policy of individuals (e.g. Shepherd & Haynie, 2011). In our analysis, we found as 
hypothesized that observers judge failed entrepreneurs more negatively when they perceive 
them to be either personally involved in the actual failure event, responsible or when business 
failure is likely to reoccur in the future potentially leading to increased social costs. By 
contrary, either external, uncontrollable, or unstable attributions may spur positive affect 
towards the failed entrepreneur pointing to a decrease of social costs. Finally, causal stability 
apparently softens or amplifies the relationship between the attributional dimensions of 
controllability as well as locus of causality and observers’ judgments.  


While denying either personal involvement or control over the failure event favors the self 
(Heider, 1958; Mantere et al., 2013) and may consequently reduce the negative judgmental 
reaction of observers, according to our analysis, it may at the same time inhibit learning from 
failure indicating a potential trade-off entrepreneurs need to address in response to their 
failure experience. Accepting responsibility may, at least in the short-term, increase the 
emotional and psychological burden due to stigmatization, but at the same time, it enables 
entrepreneurs to extract valuable learnings (Ucbasaran et al., 2013). Denying responsibility, in 
contrary, may decrease societal pressures but eventually at the expense of learning from 
failure. Our results call for a critical reflection of the locus of causality and controllability 
dimension as the management of societal pressures may further impact not only their 
individual recovery process (Shepherd, 2003), and wellbeing but also their motivation to re-
enter into entrepreneurship (Jenkins et al, 2014; Simmons et al., 2014). 


Moreover, although our analysis revealed that individual characteristics of the observers (i.e. 
their individual entrepreneurial orientation) partly explain variance in the judgement policy 
across individuals, we could not find support for the “similar-to-me” hypothesis in 
individuals’ judgement policy per-se. According to our analysis, neither being self-employed 
nor exhibiting a high entrepreneurial predisposition in general lead to a more positive 
judgmental reaction towards failed entrepreneurs. This is particularly interesting as it allows 
us to speculate. A possible explanation could be that business failure represents not only a 
threat to the identity of failed entrepreneurs but in a similar vein to their social group resulting 
in negative judgmental reactions. Thus, to ensure and protect a coherent, positive identity of 
the social group, individuals who exhibit a high identification with entrepreneurship might 
have an interest to separate themselves from failed entrepreneurs (Schmitt et al., 2000). 
However, more research is needed to better understand the stigmatization of failed 
entrepreneurs within their own social group. 


Finally, existing research highlights the importance of institutional and cultural factors as 
potential moderators for explaining varying public attitudes towards business failure and the 
degree of stigmatization inherent across and even within countries (Ucbasaran et al., 2013). 
Within this specific context, the dominant area of study is the role of bankruptcy laws for 







 


 
 


managing public attitudes and stigma. Thus, the few studies conducted to date, indicate that 
bankruptcy laws reflect and influence societal attitudes and norms towards business failure 
whereas more punitive laws may lead to a higher degree of stigmatization (Efrat, 2006) and 
may hinder re-entry into entrepreneurship (Simmons et al., 2014). This study presents another 
approach for designing effective regulatory initiatives as our analysis focuses on individual 
characteristics of the general public thus enabling policy-makers to directly address present 
attitudes. Therefore we argue that initiatives and policies trying to positively influence the 
attitudes of the general public towards the innovative character of entrepreneurship may at the 
same time positively influence the societal attitude towards business failure. Further, 
advocating the innovative nature of entrepreneurship may therefore represent a suitable mean 
not only to foster and promote entrepreneurship but also leading to an increased likelihood for 
failed entrepreneurs to re-enter into entrepreneurship after business failure as their social costs 
are mitigated (Simmons et al., 2014). 


 


Limitations and Avenues for Future Research 


From a societal perspective, making sense out of business failure as well as the subsequent 
stigmatization process involves many different actors (Wiesenfeld et al., 2008), perhaps most 
notably the media. In our conjoint experiment, we were able to decompose the observers’ 
judgement policy hereby mitigating the influence of the so called social arbiters and other 
potentially confounding variables. Nonetheless, it would be beneficial for future research to 
investigate the impact of these other factors in observers’ judgement policy when faced with 
the task to evaluate failed entrepreneurs. In this regard, we expect, for example, that media 
accounts may moderate the relationship between the cause of business failure and the 
evaluation as well as judgement of the general public therefore potentially increasing or 
decreasing the societal pressures imposed on failed entrepreneurs.  


Moreover, as mentioned earlier, there is evidence that the degree of stigmatization varies 
culturally and across certain social groups (Cardon et al., 2011; Cope et al., 2004; Shepherd & 
Patzelt, 2015). Future research could explore observers’ judgment policy from countries other 
than Germany and across other social groups. Shepherd & Haynie (2011) highlight the 
importance of the context wherein failure is communicated as attributions as well as 
impression management tactics may differ depending for example on the audience. In the 
current research setting, observers did not have any personal or professional relationship with 
the failed entrepreneur. Therefore it would be beneficial for future research to study the 
judgement policy in other social settings (e.g. family and friends, organizational) as it may 
behold valuable implications for the nature and effectiveness of entrepreneurs’ sensemaking 
processes and impression management tactics.  
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Table 1: Descriptive Statistics and Pearson Correlation Coefficients for Level 2 Variables 
 Variable Mean SD Min Max 1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 12. 


1. Age 47.71 11.71 18.00 69.00 1.000            


2. Education 2.45 1.68 0.00 5.00 -0.028* 1.000           


3. Gender 0.49 0.50 0.00 1.00 0.164** 0.091** 1.000          


4. Net household income 2.78 1.67 0.00 6.00 0.023 0.204** 0.114** 1.000         


5. Business failure familiarity 0.47 0.50 0.00 1.00 0.105** 0.035** 0.085** 0.062** 1.000        


6. Type of business failure 0.52 0.50 0.00 1.00 0.008 0.052** 0.008 0.040** 0.017 1.000       


7. Self-employment 0.11 0.31 0.00 1.00 0.086** 0.159** 0.169** 0.026* 0.150** -0.005 1.000      


8. Satisfaction with life 22.22 6.14 5.00 35.00 0.025* 0.106** -0.001 0.254** 0.010 0.017 0.052** 1.000     


9. General self-efficacy 48.87 9.04 10.00 70.00 0.132** 0.113** 0.080** 0.212** 0.066** -0.004 0.140** 0.505** 1.000    


10. Risk-taking 13.55 2.95 3.00 21.00 0.037** 0.153** 0.163** 0.239** 0.108** 0.023 0.213** 0.352** 0.640** 1.000   


11. Innovativeness 17.96 4.14 4.00 28.00 0.042** 0.178** 0.037** 0.137** 0.091** -0.018 0.150** 0.220** 0.505** 0.548** 1.000  


12. Proactiveness 15.64 2.80 3.00 21.00 0.009 0.091** 0.007 0.157** 0.044** -0.004 0.096** 0.336** 0.544** 0.501** 0.439** 1.000


 


Table 2: HLM results of observers’ judgements of failed entrepreneurs (level 1) 


Variable Coefficient (SE) 


  


Intercept 3.247*** 
 (0.052) 
Locus of causality 0.113**
 (0.040) 
Stability  0.190*** 
 (0.046) 
Controllability 0.401*** 
 (0.048) 
Performance reference -0.147*** 
 (0.031) 
Locus of causality x Stability -0.166*** 
 (0.038) 
Controllability x Stability 0.157*** 
 (0.046) 
  


* p < 0.05; ** p < 0.01; *** p < 0.001; n = 6152 judgements nested within 769 observers. 
A negative coefficient indicates a more negative judgement and a positive coefficient indicates a more positive judgement. 







 


 
 


Table 3: HLM results of explaining variance in observers’ judgmental reactions 


Variables Overall Intercept  Locus of Causality  Controllability  Stability 


 
Model 1: Base 
coefficient (SE) 


Model 2: Full 
coefficient (SE) 


 
Model 1: Base 
coefficient (SE) 


Model 2: Full 
coefficient (SE) 


 
Model 1: Base 
coefficient (SE) 


Model 2: Full 
coefficient (SE) 


 
Model 1: Base 
coefficient (SE) 


Model 2: Full 
coefficient (SE) 


            


Intercept 3.788*** 4.132***  0.759* 0.860*  -0.140 -0.246  0.208 0.110 
 (0.422) (0.467)  (0.344) (0.380)  (0.359) (0.408)  (0.376) (0.402) 
Age 0.002 0.001  -0.011** -0.011*  -0.002 -0.002  -0.006 -0.005 
 (0.006) (0.006)  (0.004) (0.004)  (0.006) (0.006)  (0.006) (0.006) 
Education -0.018 -0.024  -0.002 0.004  0.036 0.040  -0.015 -0.008 
 (0.030) (0.031)  (0.024) (0.023)  (0.027) (0.027)  (0.027) (0.027) 
Gender -0.024 -0.008  -0.066 -0.075  0.040 0.049  -0.091 -0.005 
 (0.109) (0.110)  (0.081) (0.082)  (0.102) (0.103)  (0.101) (0.006) 
Net household income -0.036 -0.031  0.018 0.019  -0.003 -0.002  0.022 0.015 
 (0.033) 0.033  (0.024) 0.024  (0.032) (0.032)  (0.031) (0.031) 
State (16 cat.) p < 0.05 p < 0.05  p < 0.01 p < 0.01  p < 0.01 p < 0.01  p > 0.10 p > 0.10 
            
Business failure familiarity -0.057 -0.058  0.028 0.035  0.074 0.082  0.027 0.025 
 (0.106) (0.105)  (0.078) (0.078)  (0.099) (0.100)  (0.096) (0.094) 
Type of business failure -0.172† -0.162  0.042 0.037  0.112 0.113  0.205* 0.189* 
 0.103 (0.102)  (0.080) (0.080)  (0.095) (0.100)  (0.093) (0.092) 
Self-employment -0.349 -0.315  0.192 0.211  0.024 0.034  0.239 0.208 
 (0.217) (0.215)  (0.191) (0.192)  (0.224) (0.224)  (0.224) (0.222) 
Employment status (6 cat.) p > 0.10 p > 0.10 p > 0.10 p > 0.10 p < 0.10 p < 0.10 p > 0.10 p > 0.10
            
Satisfaction with life -0.009 -0.006  0.021* 0.020  -0.005 -0.006  0.006 0.003 
 (0.011) (0.011)  (0.009) (0.009)  (0.010) (0.010)  (0.010) (0.009) 
General self-efficacy 0.004 0.011  -0.017** -0.013†  0.009 0.010  -0.002 -0.007 
 (0.008) (0.009)  (0.006) (0.008)  (0.007) (0.008)  (0.007) (0.008) 
Risk-taking  -0.029   0.008   -0.017   0.062** 
  (0.029)   (0.021)   (0.025)   (0.024) 
Innovativeness  0.033†   -0.024   -0.013   -0.040* 
  (0.018)   (0.015)   (0.015)   0.017 
Proactiveness  -0.060*   0.004   0.033   0.018 
  (0.026)   (0.020)   (0.020)   (0.025) 
            


† p < 0.10; * p < 0.05; ** p < 0.01; *** p < 0.001; n = 6152 judgements nested within 769 observers. 
A negative coefficient indicates a more negative judgement and a positive coefficient indicates a more positive judgement. 








New title: 
Bridging Structural Holes: the Emergence of Chinese Entrepreneurship in Transition 


Abstract 
This article attempts to explore the process of “bridging structural holes” using an embedded 
case study in the Chinese cashmere industry. Extant research on networks has often attended 
to interpersonal and inter-organizational relationships, and empirical understanding on the 
process and mechanism of “bridging” remains limited. In this study, drawing on practice 
theory literature, we place individual task-related bridging practices within the context of 
industry’s supply chain networks, and explore how their interactions links back to the field-
level economic transition and emergence of entrepreneurship.  


Introduction 
Against the backdrop of China’s transition from a centrally-planned economy to a market-
oriented one since the late 1970s, a cohort of men, who were from the cashmere industry in a 
provincial district in Northern China, entered entrepreneurship in succession. The story told in 
the research data highlights three key aspects, namely (1) the focal entrepreneurs’ shared job 
task-related “bridging”, before and sometimes after becoming self-employed, (2) the 
structural shift of the cashmere industry’s supply chain in terms of its membership, interactive 
processes and governing mechanisms, and (3) the changing field-level institutional logic in 
alignment with the emergence of entrepreneurship. In this study, we attempt to understand 
how and why individual networking practices, which were observed in prior experiences, 
escalated and led to the field-level emergence of entrepreneurship and economic transition. 


In recent years, researchers have depicted the entrepreneurial process as embedded in 
networks of continuing social relations (Aldrich and Zimmer, 1986). Networks are often 
referred as an instrument for investigating the creation and development of new ventures, as it 
facilitates access to multiple resources, such as capital, information and advice, and emotional 
support (Brüderl and Preisendörfer, 1998;Aldrich et al., 1987), and it may also act as a 
supplement for weak formal institutions in carrying out contract (Larson, 1992). In the 
meantime, occupying a bridging position in a network structure can offer advantages in 
identifying and exploring of opportunities (Burt, 2009). This latter aspect of networks, 
however, due to challenges in gathering data has received little attention in entrepreneurial 
process studies (Hoang and Antoncic, 2003). Scholars have limited empirical understanding 
on the process and mechanism of “bridging structural holes”. Further, prior research on 
networks has often attended to interpersonal and inter-organizational relationships. While it 
has been generally recognized that entrepreneurial process is a multi-level process (Aldrich 
and Martinez, 2010), it is essential to link individual and organization networks to broader 
context of meaning.  


In this sense, the phenomena we observed in the embedded case provided an empirical 
example for exploring the process of “bridging structural holes” in a multi-level framework. 
Attending to the appeals in existing network-based entrepreneurship research, we turned to 
practice approach for help, as it carries the capability for providing a broad theoretical 
framework to understand and envisage the interlinked bridging process in case story. Drawing 
on practice theory literature (Chia and Holt, 2006;Whittington, 2003), we placed individual 
task-related bridging practices within the context of industry supply chain, and explored how 
their interactions linked back to field-level economic transition and the emergence of 







entrepreneurship. The findings indicate a multi-level embedding process interpreted with an 
enrich concept of “fit” which constitutes three dimensions. The current study contributes to 
networks literature in explaining entrepreneurship. It also showcases a bottom-up cross-level 
entrepreneurial process. In particular, it sheds light on a contextualized view of 
entrepreneurial emergence in a transitional economy. 


Theoretical perspectives  


The concept of entrepreneurship in transition economies 


The definition of entrepreneurship, which is closely related to the problems being addressed, 
has  been given different meanings and conceptualized in different ways overtime with 
respect to functional, characteristic, and behavioural dimensions (Cuervo et al., 2007). 
Especially in recent main stream research, the innovation element is highlighted which 
embodied either to “carry out new combinations” (Schumpeter and Opie, 1934), “create new 
enterprise” (Gartner and Shane, 1995), or to “discover opportunities” (Venkataraman, 
1997;Stevenson et al., 1989). While these concepts were developed in works attended to 
Western mature market economies, to what extend can they be transferred to transition 
economies? Given the different stages of market reform, cultural, historical and broader 
intellectual traditions, the initiation and development of entrepreneurship research in 
transition economies may attend to different issues and phenomena and, therefore, the concept 
of entrepreneurship applied in an economy in transition may distinguished from that in West. 


Instinctively, the development process of an economy in transition can be filmed into several 
stages in a short time span, which gives rise to a broad and dynamic perspective of 
entrepreneurship. In this study, following the tradition of entrepreneurship research in China, 
in the meantime taking into account of the historical context of case story, we place the 
concept of entrepreneurship historically within the context of the birth and development of the 
private sector in New China (He, 2009), and refers it mainly as entering private business full-
timely. Here, in addition to innovation and creation of new enterprise, the content of 
entrepreneurship also consists of merely filling in a market niche. Accordingly, an 
entrepreneur is defined as one who is full time self-employed businessmen, without 
necessarily associated with the establishment of an organization entity.  


Network-based research in entrepreneurship  


Extant network-based studies in entrepreneurship have generally recognized the importance 
of networks around its three essential components, namely the content, the governance, and 
the structure (Hoang and Antoncic, 2003). Based on the content lens, networks facilitate 
access to multiple resources, ranging from capital, information and advice, to emotional 
support (Brüderl and Preisendörfer, 1998;Aldrich et al., 1987). The relationship with 
renowned individuals and organizations also carries signalling effect that helps legitimacy 
building (Deeds et al., 1997). Based on governance lens, network with its social governance 
mechanism, such as trust, may act as a supplement or replacement of weak formal institutions 
in carrying out contract (Larson, 1992). This is particularly relevant to an economy in 
transition which was featured with institution void (Child and Möllering, 2003). 


The third structure perspective, the focus of this study, has addressed the importance of 
actor’s position within a network structure on accessing resources (Brajkovich, 1994). Within 
this perspective, a variety of measures and concepts have been proposed to give a structural 
view of different positions of entrepreneurs or their ventures in networks, such as the network 
size and centrality (Hansen, 1995), and strength (Granovetter, 1973). These measures are most 
often relied on mathematical models. Prominently, Burt (2009) in his work discusses the 







benefits of occupying the bridging position, a brokerage position between groups, in network 
for identifying and exploring opportunities. A bridging position is  Research on this 
theoretical argument, however, due to challenges in gathering data on “bridging”, has been 
lagging behind (Hoang and Antoncic, 2003). We still have limited empirical understanding of 
the process and mechanism of “bridging structural holes”. 


In the meantime, if we shift our focus to consider levels of analysis, often interpersonal and 
inter-organizational relationships are considered. Relatively little research in entrepreneurship 
investigate the inter-relations between multiple levels of network (Slotte‐Kock and Coviello, 
2010;Ibarra et al., 2005). While it has been generally recognized that entrepreneurship is a 
multi-level process (Aldrich and Martinez, 2010), it is essential to link individual and 
organization networks to broader context of meaning. Research efforts towards this direction 
resonate with Aldrich and Zimmer (1986: 4) perspective that “entrepreneurship is embedded 
in networks of continuing social relations”. Similarly, Johanson and Mattsson (1994: 325) 
noted that “the dynamic, individual and interconnected exchange relationships within systems 
contain interdependencies of both a complementary and a substitutive nature.” 


The practice approach 


Attending to the aforementioned appeals in network-based research in entrepreneurship, we 
draw on the practice approach, which carries the capacity of providing a broad theorizing 
framework. The practice approach is prevalent in sociological studies as witnessed in the use 
of “practice turn” in social theory (Bourdieu, 1990), and recently in the theorizing of strategy-
as-practice in management studies (Jarzabkowski, 2003;Whittington, 1996). A central tenet of 
practice approach is that practice is arising from habituated tendencies and internalized 
dispositions rather than from deliberate, purposeful goal-setting initiatives (Chia and MacKay, 
2007). The practice approach, thus, is associated with spontaneous coping of local situated 
environment that constitute the real “doing” of strategy (Whittington, 2006). In this sense, 
individuals’ existing file of network relationships, of which they can unconsciously draw upon 
as part of their everyday being within the world, facilitates access to immediate resources and 
tactics.  


Moreover, practice approach does not only focus on the doing of work, but also on the shared 
practical understanding (Whittington, 2003). In another words, practices are more than 
fragmented and trivial activities, but are patterns of activities with share meanings informed 
by a broader context. This perspective indicates that practitioners do not always mean 
individual, but may well extend to groups of practitioners. Most prominently, it addresses a 
closer connection between what goes on at individual level and broader phenomena outside 
(Whittington, 2006), and thereby serves to ‘flattening’ macro–micro distinctions (Tsoukas and 
Chia, 2002). It is also this “flattening” that partly motivated the ‘practice turn’ in social theory 
as well as the rise of strategy-as-practice perspective in management study. On the whole, a 
practice approach with its idea of situated practices and shared understandings informed by a 
broader context enables us to bridge analysis across individuals, industries and institutional 
levels. In this study, therefore, we show how and why individual networking practices, which 
were observed in prior experiences, escalated and led to the field-level emergence of 
entrepreneurship and economic transition. 


Methods 
To carry out the research, we used the qualitative embedded case study method. Entrepreneurs’ 
emergence from the cashmere industry in a provincial district in China is the focus. Our 
research site, entitled River, is a provincial district in Northern China. Six embedded case 
stories of individual entrepreneurs in the cashmere industry in River were chosen. We expect 







the cashmere industry would be an ideal candidate for exploring the concept of “bridging 
structure holes”. This is partly because the industry itself has a long and extended valued 
added supply chain across goat breeding, raw cashmere wool production, processing and 
manufacturing, marketing and retailing, and partly because the cashmere industry has a 
relatively long history of development, and therefore has a more intensive engagement with 
economic reform and entrepreneurship development in New China compared with emerging 
industries. Of the six focal entrepreneurs in embedded case stories, they were sampled 
according to their former career backgrounds in the cashmere industry, which is intimately 
linked to the nature of their job task and networks that they had experienced in prior work 
environment. Three major types of former career backgrounds were stratified based on 
interview data. In this paper, we refer to the six cases as A, B, C, D, E and F. Correspondingly, 
we dubbed the focal “entrepreneur” in each case as Andy, Black, Charlie, Danu, Eric and 
Frank, respectively. An overview of the embedded cases is shown in Figure 1. 


FIGURE	1			“let’s	plunge	into	the	sea”:	six	cases	in	the	cashmere	industry	


 


We gathered data on individual entrepreneurs’ personal stories with a focus on capturing prior 
experiences and their initial entries to entrepreneurship. In the meantime, data on the upper 
level cashmere industry development and overall economic transition process was also 
collected to capture the broad contextual conditions. Three main data sources were consulted. 
First, secondary data sources, such as newspaper articles, scholarly research, company 
publications, local chronicles archives, and official statistics. Secondly, in-depth interviews 
were conducted with fourteen business owners, managers and others within the cashmere 
industry, including 8 interviews with Charlie, Danu, Eric, and Frank, notably Eric and Frank 
used to mangers working for Andy. Thirdly, several informal talks with people both within 
and outside the cashmere industry in River were held. The interviews were open-ended, and 
carried out in Chinese. Following Barley and Tolbert (1997), we also consulted alternative 
data in professional publications as well as entrepreneurs’ autobiographies in a broader 
industry context. This was conducted to ascertain that the specific practice patterns observed 


Case 
story 


 
Focal 


entrepreneur’s 
dubbed name 


Major	former	career	
background	of		focal	


entrepreneur	
Age	 Education	 Gender	


Enterprise	
position	in	local	


cashmere	
industry	cluster	


A	 Andy	


Public	servant	in	provincial	
agricultural	and	animal	by‐
products	import&	export	


cooperation	


50‐
70	


University	 Male	 First	tier	


B	 Black	


Part	time	self‐employed	
middleman,	Public	servant	
in	District	Supply	and	


Distributes	Trade	Centre	


50‐
70	


Primary	
school	


Male	 First	tier	


C	 Charlie	
Public	servant	in	district’s	
Forestry	Bureau,	Part‐time	
self‐employed	middleman	


50‐
70	


Middle	
school	


Male	 Fourth	tier	


D	 Danu	


Public	servant	in	district’s	
Agricultural	Bureau,	Part‐


time	self‐employed	
middleman	


50‐
70	 High	school	 Male	 Third	tier	


E	 Eric	
Work	in	a	state‐owned	wool	
mill;	 purchasing	agent	in	a	


private	wool	mill	


30‐
40	


Middle	
school	


Male	 Second	tier	


F	 Frank	


Work	in	a	joint	venture	
cashmere	enterprise;	


purchasing	agent	in	a	private	
cashmere	factory	


30‐
40	


Collage	 Male	 Third	tier	







in the case stories may be extended beyond the cashmere industry, and were in fact more 
general than individual.                                                                                                                                     


To analyse the data and present findings, we used a historical narrative approach because it 
allowed us to combine multiple data sources and take a detailed look at the dynamic 
interaction processes along the industry supply chain, while taking into account complex 
institutional logics and other industry specific factors (Josselson, 2006). In addition, narrative 
inquiry highlights what we can learn about history, and thereby enables us to reflect on the 
findings from an outside-in perspective (Chase, 2011;Johansson, 2004). Moving back and 
forth along the timeline of each case story, the data, we weaved together the stories, and 
observed patterns relating to the actions taken by the focal “entrepreneur” (Miles and 
Huberman, 1994). To contextualize our analysis, we created a storyline span from individual 
prior experience to becoming an entrepreneur, and, eventually, anchored to field level 
interactions. Further investigation into the data resulted in a list of emerging issues and 
themes which are capped under the main storyline. Thus, we sought to tell a story based on 
the analysis of themes along the construction of a main timeline and levels. In several 
occasions, we borrow metaphor phrases either from raw data or from literature to make the 
story “empirical enough to be credible and analytical enough to be interesting” (Van Maanen, 
2011: 26).  


The case study  


The prior experience as an initial condition 


The terms “prior experience” has been used by scholars of entrepreneurship in various ways, 
for example, in examining entrepreneurial intentions (Krueger Jr, 2007), decision making 
processes (Haynie et al., 2010), and the discovery of entrepreneurial opportunities (Shane, 
2000). As an antecedent condition, it is most commonly referred to one’s work activities and 
schooling prior to the business start-up stage. Hence, it indicates the levels of knowledge, skill, 
capital and personal understanding that one brings to the start-up process (Morris et al., 2012). 
In the meantime, it also endows one with a history of past dealing in or out of business 
settings, representing a form of strong ties that are more readily available (Bian, 1997). In this 
study, we particularly refer to the stage of “prior experience” as the period prior to the first 
time becoming a full time self-employed businessman. Across the six case stories, we 
observed that the focal entrepreneurs commonly have had direct observation and participation 
in the cashmere industry during prior experience, and, particularly, three features of this 
episode of experience seemed to signpost focal entrepreneurs’ network exposure and position 
in the broader industry and social structure before they took the next career move.  


Individual profile and three approaches of entering the cashmere business 


People are endowed with family ties, ties formed at school and in native clans that can be 
easily tapped into before one is exposed to a wider audience (Greve and Salaff, 2003). Of the 
six focal entrepreneurs, all were born in humble families in rural areas in and around the 
River region where animal husbandry, in particular goat raising was a prominent feature of the 
local economy. In the course of interviews, we heard that this geographical close up and 
personal involvement with animal husbandry familiarized them with animal fibres, which 
includes the raw cashmere wool. Despite these commonalities, we found that except Andy 
and Danu, the others have not received tertiary education which is common in the cashmere 
industry. In the meantime, we discerned three different approaches of entering the cashmere 
business across the six stories: (1) Andy was being assigned by the government and worked in 
a state owned agricultural and animal by-products foreign trade corporation upon college 







graduation, (2) Black, Charlie and Danu followed others and became a part time agricultural 
by-products middleman, and (3) Eric and Frank explored family connections and worked in 
cashmere related wool factories. 


Stratified organization position within hierarchical social structure 


The position of an organization along the vertical industry supply chain, extending from the 
raw materials supply, to processing, and distribution, relates to the role it plays and the 
amount of resources and power each possesses. This was particularly distinguishable in a 
multilevel bureaucratic hierarchy of economy (Lambert and Cooper, 2000). In the early years 
of China’s economic transition, while the government-led purchasing and marketing 
institution, which Andy worked in, represented the central coordinator and distributer of 
resources and goods. Eric and Frank worked for manufacturing enterprises along the industry 
value-added supply chain. For Black, Charlie and Danu, when initially entering the cashmere 
business, they worked part-time as self-employed middleman. They were playing a 
supplementary role to government-led purchasing and marketing institutions by bringing 
together the resource supply sector and manufacturing sector. Notably, in the later stage of 
prior experience, Black eventually moved into the state-controlled purchasing and marketing 
system as Andy, though he served in a position at the local level.  


Shared nature of job tasks characterized with market connectedness  


In the context of market transitions, an occupation that is directly involved in economic 
transition is coded as having a high degree of market connectedness. In contrast, a jobholder 
in an administrative position is said to have a high degree of distributive power (Bian and 
Logan, 1996). In the research data, we found that by the time before the focal actors move 
towards the next stage of their entrepreneurial career (referring as “jump into the sea” in the 
following section), the nature of their job tasks is unanimously characterized with market 
connectedness. For example, Andy and Black’s jobs are like sales agents. As a representative 
of domestic enterprises, Andy’s main job responsibilities included contacting foreign buyers 
of native agricultural by-products and establishing business relationships with them. In a 
similar vein, Black’s job was purchasing raw cashmere from herders or from other brokers, 
and reselling them to enterprises. Charlie and Danu were typical brokers of cashmere wool. 
Eric and Frank were purchasing agents of manufacturing enterprises. In common, their jobs 
were directly involved with economic transactions of buying and selling. They branched out 
and ventured into unknown networks outside their usual circles, and played a bridging role 
between different business actors across the various stages of the supply chain. As several 
informants said: 


[Eric said]I have been in this industry, I know people from upstream and 
downstream, I know who has a technical background, who sells equipment. 
Similarly, [Frank said] I have been in this industry for many years, and I 
know people and resources”. [Charlie said] the circle of cashmere is 
relatively small, we know each other, or at least are familiar with the names 
in the industry. [Translated from Mandarin by the author]  


“Plunge into the sea” to become an entrepreneur 


After prior experience, the focal entrepreneurs were ushered into the next stage of 
professional life. In this study, we refer to the specific point at which the focal entrepreneurs 
exhibited a “milestone” career change departing from prior experience as “plunge into the 
sea”. In 1984, there was a popular folk saying in China, that is “let’s plunge into the sea” (Wu, 
2007). Originally, the term mainly referred to officials, professionals, and other state sector 







workers who quitted their job in the state sector and started a private business (Bian and 
Logan, 1996;Unger, 1993). Here, we broadened the scope of audiences, which the term 
originally applied, and extend it to include practitioners from all walks of life who made a 
critical career change to become a full-time self-employed businessman. 


Immediate context that leads to the urgency of coping 


Going beyond accumulated skills, practical wisdoms and resources, the prior experiences also 
resulted in growing awareness of alternatives among focal entrepreneurs. Across the case 
study, we could not discern a specific point where these practitioners “plunge into the sea”. 
The idea of making a career change had been developed over time, and some of them made a 
gradual transition in carrying private business activates from part-time to full-time mode. I did, 
however, observe the amounted deterioration of their immediate environments. This dynamic 
“local context” in which the focal entrepreneurs are surrounded, particularly their working 
organizations, provided a fertile setting of transforming thoughts into actions, and resulted in 
the “plunge into the sea”. The contextual mobilizers, however, did not manifest equally with 
each focal entrepreneur. Typically for Andy, Black, Charlie and Danu, they were most directly 
exposed to the diminishing privileges of the state sector and imminence of organization 
decline which directly related to decentralization of overall economy. For Eric and Frank, they 
were more directly involved in organizational conflicts, which are typical to family businesses. 
Our story revealed these factors which resulted in the urgency of coping, making it more 
possible for the “plunge” to occur.  


Networks and “three plunges” towards being bridging middleman 


Motivated by the urgency to cope the challenges that arise from the immediate environment in 
everyday life, the focal entrepreneurs “plunged into the sea” and became self-employed to 
“seek a way out”, as one respondent explained. In particular, we discerned three kinds of 
“plunge” among the six entrepreneurs, which are: (1) from working in a cashmere related 
government institution to setting up a private business in the same industry; (2) from a part-
time middleman to becoming a full-time self-employed middleman in the cashmere industry; 
and (3) from working in a cashmere related manufacturing factory to becoming a full-time 
self-employed private businessman. A reoccurred theme is “make do what available at hands”. 
In addition, according to Charlie “I am still contacting the old file of herdsmen and factories 
to start the business”. For Andy and Black, the importance of business partners cannot be over 
stressed as the latter “persuaded” them out of prior jobs and together they started a business 
their own. In the case of Black, one day a casual chat with two potentials partners sparked the 
firecrackers that make the initiation to have their own business very feasible and desirable. A 
respondent, who is a manager of B enterprise, summed up the characteristics of entrepreneurs 
in the cashmere industry:  


They contact with customers and after a long time, they established very 
good relations… the customers are very trust by them, they became friends… 
Most of the time they are coping worries at hand, naturally they 
(entrepreneurs) turn to people they know for help. It all comes very handy. 
[Translated from Mandarin by the author] 


“Doing things together” and beyond industry boundary 


During the data collecting process, we were told that the focal entrepreneurs were not alone in 
starting their private businesses in the cashmere industry. As Danu commented about his 
decision to engage in the private cashmere trade “I did not think very much and was just 







following what other were doing. It carried me a good way”. Black agreed with Danu’s 
experience and said “amid the cashmere wool blooming in our region, it seems everyone was 
dealing with cashmere business, my neighbours did, and my relatives did”. Beyond the 
cashmere industry, we also came across informants from other industries who shared similar 
experiences. In particular, a collection of accounts from a cohort of pioneer entrepreneurs in 
the real estate industry gives a collective voice from enterprising people in old days. “Let’s 
plunge into the sea” is the call of the era. Wu’s (2007: 8)   work on enterprises development in 
China from 1978-2008 vividly depicts this episode of history as: 


In a big country with a population of nearly 1.3 billion, with the collapse of 
centrally-planned socialism, a group of nobodies turn China into a lab, and 
pushed it towards commercial society... from 1978 to 2008, there existed a 
cohort of individuals in the business field of China, they are wild with 
unconventional thoughts, tough and tenacious, bold and ambitious. 
[Translated from Mandarin by the author]  


From individual “bridging” practice to field-level change 


The broad contextual conditions 


We have just discussed the factor of dynamic immediate context in explaining the practice of 
“plunge into the sea”. The local is never just local; however, from time to time, when 
informants narrated their stories, the wider context was frequently mentioned. This brings us 
to the question of how the practice of “plunge” could be situated in wider landscapes, such as 
the evolution of industry development, social change and the like. Focusing on the industry 
context, the development of the cashmere industry in China features a series of booms and 
busts that is oriented and shaped by different but interacting events and processes. 
Investigating the data, we identified four major stages: Period I: the era of centrally-planned 
economy (1949-1978), Period II: the era of formation (1978-1992), Period III: the era of 
flourishing (1992-2001); and Period IV: the era of millennium (2001-2014). The cues from 
temporal differences and trends of various stages further pointed us towards two “scripts”: the 
“old story” in which centrally-planned logic and its enacted practices prevailed and were 
challenged; and an emergent “new story” in which a competitive market exchange landscape 
is in formation. Different types of economies have their own internally consistent institutional 
logic and overall economic structure which are enacted in the structure of the cashmere 
industry with respect to its membership, governing mechanism and interacting processes 
between members. Figure 2 summarizes the differences between a typical type of centrally-
planned economy and a market-oriented one, with respect to their institutional logic and 
enactments in the cashmere industry.  


In an ideal centrally-planned economy, for example in China from 1949-1978, the field of 
business is featured as “businesses for politics’ sake” with politics in charge of economic 
development (McMillan and Naughton, 1992). To accommodate this logic, nonmaterial 
incentives with an emphasis on the role of political consciousness are promoted to achieve 
progress in productivity (Tsang, 1996). This unique institutional logic manifested itself in an 
economic structure of public ownership and central planning. A private sector consisting of 
private enterprises, handicraftsmen and peddlers was ideologically undesirable and 
institutionally inconsistent with the central plan (Lin et al., 2003). When it comes to the 
cashmere industry, three broad sectors are generally concerned along the cashmere supply 
chain, namely (1) the state and collective farms, (2) state-owned processing and 
manufacturing plants, and (3) the nationwide unitary purchasing and marketing system 
(Watson, 1988). With regards to the last, typical coordinating organizations that are most 







relevant to the cashmere industry are 1) the Ministry of Commerce, 2) the Supply and 
Marketing Cooperatives (SMC), and 3) the Native Products and Animal By-products Import 
and Export Corporation. The process of cashmere flow is characterised by a high degree of 
vertical integration between the three sectors through mandatory output planning and 
administrative allocation of inputs and products. With the state-run commercial agencies and 
marketing cooperatives responsible for unified purchase of raw cashmere wool and for 
coordinating the flow of resources and products, shops and vendors not entrusted by the state 
were not allowed to engage in trade of cashmere products (Lu, 1994).  


FIGURE	2			Institutional	logics	and	its	enactment	in	the	cashmere	industry	in	an	ideal	centrally‐
planned	economy	and	market‐oriented	economy 
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In an ideal market-oriented economy, as opposed to a centrally-planned one, the institutional 
logic with respect to business development is dominated by “business for business’s sake”. 
The pursuit of private wealth and economic incentive come to light and are encouraged. 
Consistent with this pragmatic goal, markets are liberalized and hinge on market-based 
transactions to facilitate economic exchange (Peng and Heath, 1996). In this sense, producers 
can sell output to whomever they want, including private firms, at freely-determined prices 
(Naughton, 1996). Various kinds of ownership entities, including private enterprises, 
collective and state-owned enterprises, and foreign ventures, co-exist and compete in the 
market place. With respect to the cashmere industry, farmers, private traders and processers, 
state owned enterprises and trading organizations, foreign investors and others are all free to 
enter. The flow of cashmere resources and products along the supply chain is coordinated not 
by administrative orders but by market-based transactions among various stakeholders with 
prices decided by market supply and demand.  







Since the 1980s, a comprehensive economic reform began in China in response to the dismal 
economic reality (Tsang, 1996). To serve pragmatic purposes, the field of business was under 
transformation from “business for politics’ sake” to “business for business’s sake”. This 
pragmatism, in other words, states that it does not matter if it is planned economy or market 
economy, as long as it is efficient and capable of developing the economy. In parallel with the 
evolving institutional logic which came to stand in opposition to the centrally-planned 
institutions formed in the pre-reform period, in practice, a reverse decentralization process has 
gradually unfolded in economic structure and governance, first in rural areas (1979 - 84), 
followed by a gradual liberation and opening up in urban industrial sectors (1985–present) 
(Lin et al., 2003). The most notable change has been the gradual dismantling of the central 
planning regime, replaced by more market-based transactions. A private sector is emerging 
and expanding in scale and in a variety of forms. In the process, the cashmere industry 
experienced dramatic changes, with respect to its membership and interacting processes, as 
well as the functions and features of existing stakeholders within the industry. Notably, large 
livestock herds previously managed by the state and collective farms were broken up, and 
instead are entrusted to private households. The role of nationwide unitary purchasing and 
marketing sector, typical of SMCs, were diminishing, and many institutions and affiliated 
branches phased out. The centrally-planned integrated coordination system along the industry 
supply chain breaks down, and gave way to a much looser governing and operational 
structure. 


The dynamic interaction of individual “plunge” and context 


Supply chain is the network of organizations that are involved in upstream and downstream 
processes and activities for value production (Christopher 1992). Looking into the cashmere 
industry supply chain, with the majority of state and collective farms being disbanded, private 
household production of raw cashmere is extremely fragmented. In addition, raw cashmere 
wool is a natural fibre, and its production is limited every year. Moreover, the wool is often 
produced in remote underdeveloped mountainous regions, where local people are likely from 
ethnic minorities who have a different language and culture from those engaged in trade and 
manufacturing. Due to these reasons, practitioners attach great importance to raw cashmere 
procurement along the supply chain. A lack of both stable exchange relations and access to 
resources make processing firms particularly prone to fail. Several informants constantly 
referred to cashmere wool as “staple food” and “rice”, of which the processing enterprises 
relied on for survival. In the meantime, end product selling is also highlighted, as the middle 
processing procedure is usually under standard system. Frank referred to this model as 
“dumbbell-shaped”. When the vertical integrated supply chain which used to be coordinated 
by state administrative planning is being disrupted, leaving holes among upstream and 
downstream production pipeline, a robust new network is called for to bridge raw cashmere 
production at farms, to various processing stages, and to end-product delivery to consumers. 
According to Burt’s structure holes perspective, these holes in social structure create a 
competitive advantage for an individual whose network spans the holes (Burt, 1992). 


When the focal entrepreneurs in case study “plunge into the sea” and became self-employed, 
they were all endowed with rich “market connectedness” acquired by prior experience, either 
through being a sales representative, purchasing agent or a typical middleman. When the 
centrally administrative coordinated supply chain collapsed, their networks bridged the supply 
chain structure holes. They are people better connected with connections grounded in the 
history of an emerging market economy. As they “plunge into the sea”, unanimously, they 
were building bridges between disconnected parts of markets and organizations. Andy started 
a trade company at the start and the others remained deeply involved in raw cashmere wool 







procurement. Connections with other groups give them an advantage with respect to 
information access. Particular in the era of “traveling salesmen/purchasing men”, they 
dispersed into a tangled web of demographic regions and also served to bring close price 
differentials between different regions. In the meantime, we see it a continual bridging 
process overtime in the evolution of cashmere industry.  


Beyond bridging holes between disconnected parts of the industry supply chain, a collective 
effort of bridging entrepreneurs represents symbolic forces, which are pushing the economic 
transition from a centrally-planned one to a market-oriented one. Fields are occupied “by 
dominant and dominated actors, who attempt to usurp, exclude, and establish monopolies 
over the mechanisms of the field’s reproduction and the type of power effective in it’” 
(Bourdieu and Wacquant, 1992:106). In addition, drawing on network content and governance 
perspective, the network itself represents social capital, and it facilitates the process of 
accumulation and conversion of various resources and power for its owner. In this sense, in a 
period of economic transition, the bridging entrepreneurs in the cashmere industry and 
beyond operate somewhere between a centrally-planned economy and a market-oriented one, 
like boundary-spanners (Aldrich and Herker, 1977). When a considerable population of 
bridging entrepreneurs directly participate in the market economy using social networks of 
private buyers and sellers, it indicates that the market coordination is grafted onto past 
administrative coordination. In other words, an economy is increasingly reliant on the market 
mechanism in the allocation and distribution of goods. The representational role of individual 
bridging practices escalated to field-level economic transition. An entrepreneur in the real 
estate industry commented: 


We just take advantage of the central planning system to obtain a “license 
plate” [which implies to obtain legitimacy in running private business]. 
After that, we unswervingly take the path of “marketization". As the 
metaphor goes, ‘use the remaining influence of centrally-planned economy 
to pre-empt the untapped land of market economy’. [Translated from 
Mandarin by the author]  


Discussion and conclusion 
Our case study tells a multi-level “bridging” story, which highlights three key aspects, namely 
(1) the focal entrepreneurs’ shared job task-related “bridging”, before and sometimes after 
becoming full-time self-employed, (2) the structural shift of the cashmere industry’s supply 
chain in terms of its membership, interactive processes and governing mechanisms, and (3) 
the changing field-level institutional logic in alignment with the emergence of 
entrepreneurship. In the story, the focal entrepreneurs tried out their new “bridging” role on a 
limited scale during prior experiences. These experiences set an initiation condition for the 
move to “plunge into the sea” and become a fulltime self-employed businessman, as in a way, 
they were continuingly carrying out their past business dealings, though in different scales 
and settings. 


Notably, the mechanism of drawing on past networks and applying them to the present task is 
precipitated by the “urgency of coping”. In this situation, practitioners have little time to 
develop new networks for help, and merely make do with what is available. In other words, 
the old stock of networks fits in the present task in that it provides immediate access to 
resources to “get things done”. This alignment of what you did and whom you knew in the 
past with the present task, resonates with the idea of “path-dependency” at the individual level 
(Barnes et al., 2004), and also embodies individual knowledge diffusion (Reber, 1989), as 
prior skills and social networks could be a form of tacit knowledge.  







In the meantime, as similar patterns of “bridging” practices are observed among a broader 
range of nascent entrepreneurs, without taking into account specific industry features, 
therefore, the focal entrepreneurs in case study are not alone, but fit in a bigger group. This 
person-group fit is a kind of “supplementary fit”, according to which an individual 
“supplements, embellishes, or possesses characteristics which are similar to other individuals 
in this environment” (Muchinsky and Monahan, 1987: 269). The core idea is resonant with 
social moment and collective action theories, in that the broadening of audience is 
emphasized as a prerequisite of field-level change (Schneiberg and Lounsbury, 2008;Tarrow 
and Tollefson, 1994). 


Most importantly, our findings highlighted the importance of both broad contextual conditions 
and the dynamic interactions of individual practices with context during “bridging” process. 
The case study shows that the focal entrepreneurs were directly involved in market exchange 
activities during prior experience period, which represent rich market connectedness. This 
market connectedness departs from the then dominant administrative coordination mechanism 
of economic activities. As the transition process continued, however, the traditional centrally-
planned institutions diminished, leaving many holes in the supply chain. These focal 
entrepreneurs’ existing knowledge, skills and social networks were commensurate with the 
needs to bridge these holes, and thereby serve to ‘make whole’ the emerging structure of 
broad environment (Muchinsky & Monahan, 1987: 271). This person-environment fit implies 
that the expression of “structural holes” is parallel with the term "strategic window" (Abell, 
1978) or “structural opportunity” (Waldinger, 1989). A “structural hole” is a window of 
opportunity, and a practitioner who is positioned at the hole is granted competitive advantage 
to grasp the opportunity. In other words, the times produce their heroes. 


In conclusion, this paper attempts to explore the process of “bridging structural holes” using 
an embedded case in the Chinese cashmere industry. Draw on practice theory literature, we 
place individual task-related bridging practices within the context of industry supply chain 
networks, and explored how their interactions links back to both the field-level economic 
transition and emergence of entrepreneurship. Although extant network-based studies in 
entrepreneurship have generally recognized the importance of networks around its three 
essential components, namely the content, the governance, and the structure, due to 
difficulties in gathering data, there is remain limited empirical studies to explain the process 
and mechanism of “bridging structural holes” since Burt (2002) proposed this perspective. 
Moreover, most network-based research in entrepreneurship focused on interpersonal and 
inter-organizational relationships. Therefore, this study contributes to the structure-based 
networks literature in entrepreneurship. In addition, it also showcases a bottom-up cross-level 
entrepreneurial process in a transition economy. 
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INVESTMENT DECISION-MAKING: BUSINESS ANGELS VS. BUSINESS ANGEL 
GROUP GATEKEEPERS 


 
 


Abstract. The emergence of organised angel groups has resulted in the creation of a new actor – the group 
manager, or gatekeeper. Their primary role is to undertake the initial screening of investment opportunities, 
leaving the members of the group to make their own evaluations of those opportunities judged by the gatekeeper 
to be potentially investable. This paper asks how similar or different is this approach of gatekeepers to initial 
screening to that of individual angels investing on their own. This issue is explored with 21 gatekeepers using 
Verbal Protocol Analysis, a methodology that requires participants to think out loud as they perform a familiar 
task – in this case the initial screening of an investment opportunity. Gatekeepers are found to spend longer than 
solo angels on the screening and be slower to say ‘no’ to an investment opportunity. Gatekeepers place 
considerable emphasis on the group’s investment criteria. Finally, gatekeepers give considerably greater 
emphasis to the financial aspects of the proposal, not just in terms of the frequency of comments but also in 
terms of the issues raised, notably valuation, the need for future funding rounds and returns. This has 
implications for how entrepreneurs should make their pitches to angel group gatekeepers. 


 
INTRODUCTION 
A major theme in business angel research has been the exploration of the investment criteria 
used by individual angels to select the businesses in which they invest. This, in turn, has been 
used to develop guidance for entrepreneurs on how to become ‘investment ready’ (Mason and 
Harrison, 2001. However, the emergence of organised angel groups (May and Simmons, 
2002; May and O’Halloran, 2003, Mason, 2006, Sohl, 2007; 2012) means that many 
individuals are not fully involved in the investment decision compared with those who 
continue to invest on their own. Specifically, angel groups typically have managers  -  
sometimes termed gatekeepers (Paul and Whittam, 2010) – who will undertake the initial 
screening of investment opportunities and may also present those opportunities that pass their 
initial screening to members of the group. 
 
This raises the question whether the advice given to entrepreneurs on how to become 
investment ready remains relevant in this organised (or ‘visible’) part of the angel market. 
Specifically, how similar or different are the investment decision-making process and criteria 
of angel groups compared with those of individual angels. Do angel group gatekeepers 
evaluate investment opportunities in the same way as individual angels? If there are 
significant differences then it follows that investment readiness advice to entrepreneurs must 
be modified accordingly. Indeed, it challenges the ongoing relevance of a substantial body of 
prior research on business angels. We address this issue by means of a study of Scottish angel 
groups.  
 
LITERATURE REVIEW 
The earliest studies of business angels examined the investment preferences of business 
angels (e.g. investment size, venture life cycle, industry, geography, personal involvement, 
expected return, non-financial rewards), derived rankings of investment criteria and identified 
reasons why they rejected investment opportunities (e.g. Wetzel, 1981; 1983; Tymes and 
Krasner, 1983; Haar et al, 1988; Gaston, 1989; Freear and Wetzel, 1992; Lumme et al, 1998; 
Van Osnabrugge and Robinson, 2000; Brettell, 2003; Sudek, 2006; Mason and Harrison, 
1994; 1996). Angels were shown to focus predominantly on management and market issues, 
specifically, the competence of management and that there was a demonstrated need for the 
product or service. However, as Feeney et al (1999) emphasised, whereas poor management is 







 
 


the primarily ‘deal killer’, management ability is not the primary attraction. Growth potential 
is also critical.  
 
A key weakness of these early studies which identified the investment criteria of angels was 
their high degree of generalisation. Specifically they did not consider investment as a process 
or that investment criteria may change as the process unfolds. Subsequent research has 
emphasised that the investment decision-making process involves several stages – for 
example, initial screening (or first impressions), detailed investigation and due diligence – and 
that the importance given to specific factors changes as the process unwinds through these 
stages (Mitteness et al, 2012). Some evidence suggests that once the investment process has 
passed the initial screen the importance of the ‘principals’ increases dramatically throughout 
the process while the importance of the product’s potential and industry/market decline, albeit 
modestly (Dal Cin et al, 1993; Riding et al, 1994). Another study reports that as the process 
moves through its different stages tangible objective criteria cease to be the consistent drivers 
of angel decision-making as angels focus on less quantifiable tangibles. The clear implication 
is that investment decision-making studies have to be linked to the stage in the investment 
decision-making process. Other studies have examined the heuristics that angels develop 
when evaluating deals (Harrison et al, 2015; Maxwell et al, 2011). 
 
Theoretically-informed studies have argued that angels have a potentially high exposure to 
agency risk (compared to venture capitalists) because of their greater difficulties in verifying 
the information provided by the entrepreneur. This leads them to take a more entrepreneur-
centric approach to investing. This has two dimensions. First, they put more emphasis on the 
specific human capital of the entrepreneur. And second, they become actively involved post-
investment, working closely with the entrepreneur (Fiet, 1995; van Osnabrugge, 2000; Florin 
et al, 2013; Hsu et al, 2014). 
 
Subsequent authors have highlighted the methodological shortcomings of retrospective 
studies which have asked angels to list, rank or scale their investment criteria. There is the 
danger that responses will reflect ‘desirable’ criteria rather than those actually used. There a 
tendency to over-estimate those criteria that are actually influential. Respondents may not 
have a clear understanding of their own criteria. And the criteria may be too vague 
(Landström, 1998). This has prompted some researchers to apply more innovative 
methodologies to overcome such deficiencies. One approach has been the use of conjoint 
analysis (Landström, 1998; Shepherd and Zacharakis, 1999). This highlights the importance 
of the entrepreneur/management team and the potential of the market and products. Another 
approach is verbal protocol analysis, a real-time methodology that requires respondents to talk 
out loud as they perform a task, in this case evaluating an investment opportunity at the initial 
screening stage (Mason and Rogers, 1997; Mason and Stark, 2004; Harrison et al, 2010). In 
both cases these techniques had previously been used in studies of the investment criteria of 
venture capital fund managers (Muzyka et al, 1996; Hall and Hofer, 1993; Zacharakis and 
Meyer, 1995). These studies indicate that investors focus on the market, financial issues and 
the entrepreneur/management team. For the market, investors wanted detailed information, 
evidence that the entrepreneur had a high level of knowledge of the market they were 
entering, credible assumptions about sales, costs and revenues. Highly competitive markets 
prompted negative reactions. Investors also placed great emphasis on the entrepreneur’s 
experience and track-record. They like to see evidence of sales experience. On finance, 
investors want to see a high upside potential of the business and hence the prospect that the 
investment will generate a high financial return. They are also concerned about what the 







 
 


money will be used for, reacting unfavourably if it appears that the money will be used to pay 
off loans. They also want to see that the principals are financially committed. 
 
Maxwell et al (2011) have taken real time studies of angel decision-making a stage further by 
examining the interactions of entrepreneurs and business angels on the Canadian version of 
the TV show Dragon’s Den. The researchers had access to the entire duration of the 
interactions, not just what was shown on TV. Business angels were shown not to use a fully 
compensatory decision-model. They also show that factors that were initially considered 
critical by investors were not necessarily influential in the final decision whether or not to 
invest. Engagement ends when the investor finds a ‘fatal flaw’ (cf. Mason and Harrison, 
1996). This contrasts with the Mason and Rogers (1997) using verbal protocol analysis which 
found that investors ceased reading when they had accumulated sufficient weaknesses, what 
they termed a ‘three strikes and you’re out’ approach.  
 
The limitation of this body of research is that it is based on studies of individual angels who 
are making their own investment decisions. However, the angel market is evolving from a 
largely invisible, atomistic market dominated by individual and small ad hoc groups of 
investors who strive to keep a low profile and rely on word-of-mouth for their investment 
opportunities, to a more organised market place in which angel syndicates (sometimes termed 
‘structured angel groups’) are becoming increasingly significant. Angel groups operate by 
aggregating the investment capacity of individual business angels. They have emerged, first, 
because individual angels found advantages of working together, notably in terms of better 
deal flow, superior evaluation and due diligence of investment opportunities, and second, 
because of the need to make follow-on investments to avoid the dilution and unfavourable 
terms that would arise from involving venture capital funds in subsequent funding rounds.  
 
The emergence of angel syndicates is of enormous significance for the development and 
maintenance of an entrepreneurial economy. The angel market has traditionally been 
characterised by high transaction costs arising from the inefficiency on account of the 
fragmented and invisible nature of angels. By being visible they reduce these transaction 
costs.  They have also introduced greater professionalism into the market. Angels have been 
attracted to join groups because it shares risk, gives exposure to the views and opinions of 
other, often more experienced angels, and provides deal flow which is likely to be better than 
what most individual angels could secure themselves (Paul et al, 2003). Angel groups have 
therefore also stimulated the supply-side of the market, attracting high net worth individuals 
who might not otherwise have invested in emerging entrepreneurial companies. The ability of 
angel groups to make larger investments also means that they are helping to fill the ‘new’ 
equity gap resulting from the decline in the number of active venture capital. 
 
The critical point is that their investment process differs in several dimensions from the 
approach and criteria used by individual angels (Carpentier and Suret, 2013). In particular, 
angel groups have created a new actor – the group manager, or ‘gatekeeper’ - who may be a 
member of the group or hired by the group (Preston, 2007). Angel groups operate in a variety 
of ways (see May and O’Sullivan, 2003), hence the precise role of the gatekeeper will vary. 
However, one of their key roles is to screen the investment opportunities that come to the 
group. In the study by Carpentier and Suret (2013) 70% of investment proposals to one 
Canadian group were desk rejected following preliminary screening, usually either because 
they did not fulfil one or more of the group’s investment criteria or failed to provide sufficient 
information. Further screening resulted in the rejection of another 17% of proposals, leaving 
only 13% that were considered by the members of the group. Only those proposals which 







 
 


attracted interest from sufficient angels were subject to in-depth analysis (e.g. presentation, 
meetings).  In other words, gatekeepers reject investment opportunities before the members of 
the group have a chance to consider them. Indeed, the majority rejections may occur before 
being presented to angels in the group. This begs the critical question: are the screening 
criteria used by gatekeepers on behalf of the group’s members the same as those used by 
individual angels when doing their own screening? If not, then the implication for practice is 
that the advice given to entrepreneurs on how to approach angels, which is based on how 
individual angels make their investment decisions, will need to be amended when 
entrepreneurs approach angel groups for funding. We examine this question through the use 
of verbal protocol analysis. Gatekeepers are asked to verbalise their thoughts as they read the 
summary of an investment proposal. We compare the results with previous VPA studies of 
individual business angels. Note that unlike Carpentier and Suret (2013), who adopted a 
longitudinal approach to examine rejection factors across the entire process, because of our 
focus on the gatekeeper our concern is exclusively on the screening stage. 
 
This leads a number of expectations concerning how the initial screening of gatekeepers will 
differ from that of individual angels. 


1. Screening by gatekeepers will be de-personalised because of the need to identify 
investment opportunities that appeal to a wide range of the group members.  


2. It follows that the emphasis on personal fit will be downplayed while group fit 
considerations will be dominant. Within the constraints of group fit considerations, 
gatekeepers will consider a broader range of investment criteria. 


3. Gatekeepers will be more concerned with agency risk because they will not have the 
same degree of post-investment involvement with the entrepreneur as individual 
angels. 


4. Angel group members are less likely to be hands-on investors, hence non-financial 
motivations for investing are significantly reduced and financial considerations will 
dominate. Accordingly, gatekeepers will be expected give greater emphasis to the 
financial aspects of the deal. 


 
METHODOLOGY 
The paper is based on information from 21 semi-structured interviews with gatekeepers of 19 
groups, 18 of which invest in Scotland. This represents most of the participants in the Scottish 
angel market. Of the 21 interviewees, 19 were face-to-face and two were conducted on the 
telephone. All agreed for the interview to be recorded for later transcribing. The interviews 
ranged in length from 37 to 93 minutes, with the average being about one hour. The core of 
the interviews was a verbal protocol analysis (VPA), a technique that captures decision-
making in real time by requiring respondents ‘thinking out loud’ as they perform a particular 
task, in this case reviewing a potential funding opportunity. The technique has been used 
successfully to examine the decision-making process of both venture capitalists and business 
angels (Hall and Hofer, 1993; Zacharakis and Meyer, 1995; Mason and Rogers, 1996; 1997; 
Mason and Stark, 2004; Harrison et al, 2010) and has also been applied in a variety of other 
contexts (see Ericsson and Simon, 1993). The verbalisations of respondents are recorded, 
transcribed and then the content is analysed by means of a coding scheme devised for the 
specific research questions. The results of this analysis are generally presented as frequency 
counts. This methodology provides a more reliable and much richer understanding of the 
decision-making process of investor and the criteria used to evaluate investment opportunities 
than is possible from approaches that use questionnaires, surveys and interviews (Shepherd 
and Zacharakis, 1999). Self-reported, retrospective data are subject to conscious or 
unconscious errors associated with post hoc rationalisation and recall bias. There are also 







 
 


cognitive perceptual limitations with this approach, with evidence that venture capitalists have 
limited insights into their decision-processes (Zacharakis and Meyer, 1998; Shepherd, 1999). 
The consequence is that they often overstate the number of criteria actually used, understate 
the most important criteria and overstate the least important criteria (Shepherd and 
Zacharakis, 1999). As a real-time experiment which does not require investors to introspect 
about their thought processes, verbal protocol analysis sidesteps these recall, post hoc 
rationalisation and cognitive biases (Shepherd and Zacharakis, 1999). 


 
Moreover, as noted above, the evaluation of investment opportunities is a multi-stage process. 
Although the same considerations may be present at each stage their relative importance 
changes during the course of the decision-making process (Riding et al, 1993; Mitteness et al, 
2012; Brush et al, 2012). A further limitation of questionnaire and interview surveys of 
decision-making is that they do not differentiate between these different stages in the 
decision-making process and as a consequence are likely to produce misleading findings. 
VPA, in contrast, is able to focus on a specific stage in the decision-making process. The 
focus here is on the initial screening stage – the stage when an investor has become aware of 
an investment opportunity and considers it with a view to obtaining sufficient initial 
impressions to decide whether it is worthy of detailed consideration or should be rejected out 
of hand. Previous research suggests that this stage is done fairly quickly, typically in less than 
10 minutes (Sweeting, 1991; Hall and Hofer, 1993; Mason and Rogers, 1996; 1997) and that 
most of the opportunities that angels review are rejected. One study of Canadian business 
angels reported that they accepted just 6% of the investment opportunities for detailed 
consideration (Haines at al., 2003).   
 
Nevertheless, verbal protocol analysis has some limitations. First, a frequency count of 
‘thought units’ is an imperfect indicator of the importance of a factor in the final decision 
(Zacharakis and Meyer, 1995). No weightings are placed on the responses to measure 
emphasis and the topics mentioned most frequently are not necessarily those that have the 
ultimate influence on the decision. Nor does it allow for different convincer patterns. In other 
words, people may repeat something several times it they are unsure but say it only once if 
they are absolutely sure. Second, subjectivity is involved in coding, analysing and interpreting 
the transcripts (Riquelme and Rickards, 1992). Third, some respondents may be 
uncomfortable or self-conscious about thinking and speaking out loud which may distort their 
thinking (e.g. resulting in excessive repetition of what they are reading). Fourth, it is 
impossible to entirely remove the effect of the artificiality of the situation. Fifth, from a 
practical point of view it ignores the role of the source of funding opportunity which is an 
important initial influence on the investor’s attitude to the opportunity (Hall and Hofer, 1993). 
However, Ericsson and Simon (1993) argue that verbal protocol analysis is a valuable method 
of analysing decision-making as long as the following criteria are met: the information 
reported must be the focus of attention; the task is not highly routinised by habit; there must 
be only a short time between performance and verbalisation; verbalisation does not require 
excessive encoding; reports are oral; subjects are free from distraction; instructions are clear[ 
and completeness in reporting is encouraged. These conditions are all met in this study. 
 
Each respondent was shown a current real investment opportunity which was sourced from a 
business angel network in England. It was given a fictitious name to protect its anonymity. 
The case was of company that had developed what it claimed was a unique screening eye test 
for young children that uses a regular smartphone camera. It replaces a manual test that has 
been around for over 100 years. By de-skilling this process it can be administered by a nurse 
or health visitor. It will sell into the global ophthalmology and paediatric markets. The 







 
 


product has achieved proof-of-concept. The company is at the R&D stage with new and 
proprietary IP being developed which will be patented. It is pre-revenue. It has raised 
£100,000 and is seeking a further £500,000. The intention is to licence the technology and IP 
to one of the major companies in the global ophthalmic devices market. 


Table 1. Thought segments classification 
 
Investment  Criteria Description  
1. THE PEOPLE Issues regarding: the entrepreneur, management team, the 


inventor. Their background, experience, qualities, etc. 
  


2. PRODUCT The nature of the product: technical aspects, intellectual 
property protection, competitive advantages, design, etc. 


  


3. MARKET This includes points on market: organization, growth, 
competition, geography, size, etc. 


  


4. BUSINESS PLAN Specific comments on the plan: length, presentation, content 
missing data, etc. 


  


5. EXIT Who? When? How much?  Type of exit. Existence of an exit 
plan 


  


6.FINANCIAL CONSIDERATIONS Amount of investment, amount raised,  future funding needs, 
valuation, equity share, cash-flows, valuation, etc. 


  


7. INVESTOR ATTRIBUTES Issues regarding investment fit,  investment experience   
8. ATTRIBUTES OF THE 


BUSINESS 
This includes a broad scope of issues: e.g. strategy, business 
model, risks, operations, time frame, etc. 


  


9. OTHER Comments on any aspects of the business which cannot be 
coded in any other category 


  


 
The angels were asked to read the opportunity in the same way that they would normally read 
an investment proposal but verbalise their thoughts as they did so. The instruction that they 
were given was to say out loud the thoughts that came into their mind. Respondents were not 
required to provide any explanations or verbal descriptions (Ericsson and Simon, 1993). One 
of the authors was present as each respondent performed this task and reminded respondents 
to think out loud if they lapsed into silence for more than 10 seconds.  
 
The verbalisations were recorded and subsequently a complete transcript was made for each 
respondent’s consideration of each investment opportunity. Following the approach of Mason 
and Rogers (1996; 1997) these verbatim transcripts were then broken down into short phrases, 
or ‘thought segments’ – that is, phrases and sentences that are independent thought units – to 
permit analysis. These thought units were then coded into one of 61 categories which were 
then aggregated into nine different types of investment criteria (Table 1). Both authors were 
involved in triangulating the codings to ensure robustness (Leitch, Hill and Harrison 2010). A 
short de-briefing session was then carried out with each investor after they had completed the 
evaluation which asked them to reflect on their approach to exits. Additionally, we used 
representative quotes of the identified themes to help illustrate the results. 
 
THE INVESTMENT SCREENING PROCESS OF ANGEL GROUP GATEKEEPERS 
The screening process was undertaken in an average of 12.03 minutes (median = 10.07 
minutes). This is longer than the times reported in VPA studies of individual angels (Mason 
and Harrison, 1996). The gatekeepers of the oldest and most active groups took considerably 
longer to screen the opportunities than those in the newer and less experienced groups). 
 
Opinions about the business varied. Ten gatekeepers would reject the opportunity at this 
point, mainly for ‘fit’ reasons. Eight gatekeepers would pursue their interest in some form, 
either with follow-up contact, or putting it to the group. However, typically this was not an 







 
 


endorsement of the proposal but rather a desire to drill down further, often to seek 
confirmation for their initial negative view.  A further three gatekeepers, while not rejecting 
the proposal, nevertheless thought that it was unlikely that they would invest. 
 
The 21 protocols generated 1,475 thought segments which, as noted earlier, were categorised 
according to investment criteria. As Table 2 shows, the screening process was not dominated 
by a single criterion. Rather, gatekeepers consider a wide range of criteria, with only the exit 
attracting little attention at this stage (Mason and Botelho, 2014). This contrasts with the 
approach of individual angels who tend to focus on a smaller number of criteria. So, for 
example, the three criteria attracting the most comments accounted for only 44% of the 
comments of gatekeepers, compared to between 55% and 60% of the comments of business 
angels (Mason and Rogers, 1997; Mason and Stark, 2004; Harrison et al, 2010). In this 
respect at least gatekeepers are behaving like experienced angels who focus on a larger 
number of criteria than novice and nascent angels (Harrison et al, 2010). The emphasis which 
gatekeepers give to financial issues and market replicates that of business angels. However, a 
rather different picture emerges when we use a more detailed classification comprising 61 
investment categories that together form the 10 broad categories used in Table 3. We find that 
just four of attracted more than 5% of the comments, but that they account for 25% of all 
comments. These categories are the management team, technical aspects of the product, IP 
issues and investment fit. 
 
Table 2. Evaluation criteria – frequency counts 
 
criterion number % Cum % 
Financial considerations 234 15.9 15.9 
Market 208 14.1 30.0 
Product 200 13.6 43.6 
Business Plan 161 10.9 54.5 
Entrepreneur & management team 155 10.5 65.0 
Investor fit 140 9.5 74.5 
Operations 130 8.8 83.3 
Other 100 6.8 90.1 
Strategy 91 6.2 96.3 
Exit 56 3.8  100* 
total 1475   


* rounding error 
. 
Although investor fit is not the most frequently discussed issue by gatekeepers (Table 2), it is 
generally the first issue that they consider and, is the main reason why opportunities are 
rejected at this stage (see Table 3). Fit includes a variety of considerations: sector, stage, 
amount of finance, location. Sector is a critical initial filter. 


 “It’s not our sector. We wouldn’t be interested.” (GK1) 
“Life sciences ....is good. It’s a good start ‘cause that’d what we do.” (GK 2) 
 “First thing is it’s a sector we don’t know or don’t understand well.” (GK7) 
 


Size of investment is also critical: 
“We don’t do £500,000 at the outset.” (GK 6) 
 “I don’t do £400,000  .. We really can’t afford to do this. (GK 13) 
 “It needs £500,000, so my immediate reaction is that it’s outside our usual bounds.” 
(GK 18) 


 







 
 


However, gatekeepers regard some other ‘fit’ considerations more flexibly depending on 
other aspects of the proposal. 


“It’s pre-revenue so it probably wouldn’t tick our box .... It’s investment in R&D which, 
again, would probably scare us off .... We want it to be a proven product.” (GK 7) 
“It’s pre-revenue. That’s not so good but it’s not a show stopper (GK12) 
 “Close by. Okay so in that case I can do it”. (GK 18) 


 
The group’s existing portfolio and the portfolios of the group members may be further ‘fit’ 
consideration. One gatekeeper noted that “we’ve got too much of that – healthcare”. 
However, he went on to say that “I wouldn’t be dismissing it” (GK 19). Another gatekeeper 
commented that “it’s in the medical field. We are already relatively overweight, in fact very 
much overweight, in medical devices and bio-activities so I would have to be convinced about 
that. Something would have to be very good to take on more medical” (GK 2).  
 
As previous VPA studies have shown, investor fit is also an important consideration amongst 
individual angels. Similar to gatekeepers, individual angels emphasise their awareness and 
knowledge of the sector is significant. However, this is likely to be even more important for 
individual angels. This is because of the knowledge contained within the angel group, 
meaning that the gatekeeper can “go and find somebody” (GK 18) in the group with relevant 
expertise. “We would get one of our member experts, if we had one, to look at the technology. 
So I’m not interested in the technology other than what sector it’s in.” (GK20). Individual 
angels are also more likely to reject opportunities because they are not interested in the sector. 
Meanwhile they may be more likely to be drawn to a business in a sector in which they have 
some knowledge (“I would be much more tempted by this one .. I have, in fact, some 
knowledge of the product”). Individual angels also have a range of more specific – or 
idiosyncratic - investor fit considerations, including type of business activity (“I don’t go for 
distributorships. It’s just one of my no-go areas”) and customers (“All the companies I’ve 
invested in are [ones in which] the end users are all commercial customers ... I don’t want to 
deal with Joe Public”) (all quotes from Mason and Rogers, 1996).  
 
This, in turn, results in individual business angels taking a rather dismissive approach to 
screening investment opportunities. Termed a ‘three strikes and you’re out approach’ by 
Mason and Rogers (1996; 1997) they tended to stop reading and reject the proposal after 
identifying several perceived deficiencies or investor fit issues. Gatekeepers, on the other 
hand, appear to be more open-minded, slower to reject and more inclined to seek more 
information from the entrepreneur (see Table 3), even if just to confirm the views they have 
formed from the screen, before making a decision. 


 “I would always read it right through before making a decision. I would never just pre-
judge …” (GK 11) 
“I’m always slightly hesitant to reject something just totally out of hand just on a 
business plan unless it’s not in the sectors that we might be interested in ..” (GK10) 


 
Gatekeepers give rather more emphasis to financial considerations than individual business 
angels do. In the study by Mason and Rogers (1996) financial issues was only the 3rd most 
discussed issue in two of the three opportunities considered. Four issues arose in several of 
the gatekeeper protocols. 
 
First, what is the money going to be spent on?  


“Critically, what is that [the money] going to be spent on?” (GK 5) 
“I’m looking now how it’s going to be used” (GK 18) 







 
 


“I’d like to know what it’s actually going to try and do with this money it’s raising. I’d 
like to know that straight away…. All I get is that they want to spend some money to 
take something from A to B, but I don’t know where A is and I don’t know where B’s 
going to get them to.” (GK 2) 


Gatekeepers would be particularly critical if they thought it was for paying salaries: 
“I’m just really paying peoples’ salaries” (GK 13) 


 
The second issue was valuation: 


“It’s probably too high a valuation. I’d have to see where did you get the numbers 
from.” (GK 13) 
“The valuation is way out – we would reject it because we have better opportunities at 
lower valuations” (GK17) 
“I would certainly be querying the valuation. I’m not saying it’s not right but we need 
to be looking at it. Where does it come from?” (GK 19) 
 


Third, was a concern about the future funding needs of the business: 
“I’m already thinking they’re gonna need a lot more than £500,000” (GK3) 
“The commitment is going to be substantially higher. You’re probably talking about 
several millions before you can take this product” (GK4). 
“The fact that … this is only going to see them through to a certain phase and they’re 
going to need more money is another element that our members take into account. … 
How often is it going to need more money? …. I can see this being quite a big cash 
burner. I can see them going through quite a lot of money before the actually get to the 
stage of being commercially viable to actually exit which is a bit concerting for us.” 
(GK 9) 
“I’d have to understand  …. how much of the half million is for the development, how 
much of it is for developing the market. Because one of the problems that we see when 
we go in too early at development stage, all of the money will be for development and 
then there will need to be a further round of funding” (GK 10). 
No revenues even in phase two .. I would be concerned with that, they’re only asking for 
half a million with £100k in already means that they’re cash negative in a big way, well 
into phase two. That’s not a business plan I could liv with.” GK 10 
“Will they need more money?” (GK 21) 


These follow-on funding concerns linked to sector: “medical, bio, pharma – you need deep 
pockets because whatever they say they need to double it. So we would be thinking … we 
couldn’t do the follow on …”  (GK 7). 
These follow-on funding concerns arise because of the concern about potential dilution. 


“A bigger organisation coming in to invest will dilute our investment. Hence we would 
have less control over the investment” (GK10) 
“One of the problems we have as angels which is our pockets may be deep but not 
nearly as deep as institutional investors and as such if you see something that is going 
to require a lot more funding rounds  .. then there’s always the danger you get squeezed 
later. Even if you think you’ve doubled the value of the company and they only offer you 
75% of what you’ve paid yourself, so you may have to say yes. There’s no other 
money.” (GK6) 


 
Last, but by no means least, gatekeepers are concerned about the potential returns.  


Angel investing “is at the sex and violence end of the portfolio. So therefore it’s about 
high risks and high returns, and if this plan does not tell me what the returns are so my 
syndicate would discard this plan because it doesn’t do that.” (GK15).  







 
 


 “Angels are interested in capital gain. If I put half a million into this, can I get five 
million out within five years … [But] “no upside is presented …I’m not seeing the 
information here that I want” (GK21). 


 
Related concerns related to the lack of grants: “R&D tax credits and grants seem rather low 
… I’d say they weren’t trying hard enough.” (GK6) “Why are there no grants?” (GK13) and 
the amount of personal commitment: “I’d certainly want to know how much they were 
investing in this themselves … are they putting money where their mouth is?” (GK6). “I 
would be interested to know if they’re putting any money into the business and what they’ve 
put in already” (GK19). 
 
This focus on financial considerations contrasts with that of individual business angels, many 
of whom address this issue almost as an afterthought. For some, the financials are “very much 
a finger in the air”. For others, they are prepared by accountants “who can tweak the 
assumptions and come up with any figure”. These views are shared by some gatekeepers (e.g. 
“forecasts – I don’t really believe them” GK 2). Nevertheless, individual angels raise many of 
the same concerns as those of the gatekeepers – the upside potential, use of the finance, the 
financial commitment of the entrepreneurs, the size of their salaries and the size of the equity 
stake offered (Mason and Rogers, 1996). However, there is not the same emphasis on 
valuation issues. 
 
Whereas the market is the most significant issue for individual angels at the screening stage 
(Mason and Rogers, 1996) it only ranks second with gatekeepers. They had three main 
market-related concerns.  
 
Their first concern was the nature of the healthcare market: 


“Healthcare – so you’re talking about reimbursement. That all takes time to set up.” 
(GK 6) 
“Anything that mentions GPs, the NHS rings alarm bells with me because the NHS 
aren’t an easy organisation to get into … They’re often not open to a lot of new 
technologies out there …” (GK9). 
“These markets that are aimed for, these have very, very long sales cycles” (GK12) 
“The key market is the US private healthcare market … I know how difficult that market 
is to crack” (GK21) 
 


Their second concern was gaining regulatory approval for the product in the USA.  
 “FDA appraisals – these are very hard to get for foreign companies. It’s a very long 
process. It’s a very arduous process. It’s a very expensive process. Why are they not 
accessing the NHS?” (GK 12). 
 “… the difficulties of getting the FDA are completely understated and I think it would 
take longer and more money than there is there” (GK15). 
“FDA clearance – it will take longer, twice as long and cost twice as much as they 
think” (GK19). 


 
Their third concern was a general lack of information about customers, competition and 
market access strategy. 


“It doesn’t actually say who the customers are or likely to be or could be  ..” (GK5) 
 “I want to know who the competition was” (GK17) 
“How are they going to tackle the market?” (GK10) 







 
 


 “You’d want to see an analysis of the market as to where people are going to buy this 
… some of the devices are easier to sell in America  … but each medical market is 
different … different markets have different regulatory hurdles” (GK17). 


 
The actual product also attracted considerable comment from gatekeepers. However, for 
some, the product was less important than the market: “a bit boring form me personally. I’m 
not thinking this is revolutionary. I’m not really sold on the technology … I want to 
understand how competitive [the market] is” (GK2). Critical product-related considerations 
were intellectual protection issues, its technical aspects, and barriers-to-entry (which together 
accounted for 93% of all product-related comments). Some gatekeepers were uncertain about 
the IP status: “core product proprietary software is difficult to have an intellectual property 
on … so there may not be any IP … I want to know details of the IP” (GK17). “I’m still not 
quite sure what the IP is” (GK 18). This, in turn, raised concerns about barriers-to-entry: “It’s 
not got any IP submitted yet. So I’m worrying at this point. Could that be copied? (GK 9). 
Other gatekeepers had more general concerns about the product’s competitive advantage: 


 “What’s clever about this is not stated. What is the unique thing that couldn’t be 
replicated? I feel great scepticism over competition.” (GK5) 
 “What’s to stop anyone else getting into this market? … What is clever about his is not 
stated. What’s the unique thing that could not be replicated? I feel great scepticism 
about the competition.” (GK 5). 


 
There was also some confusion about what the business was actually selling and why it would 
be bought: 


“I don’t understand what they are actually selling” (GK 17). 
“What is it? Hardware or software? … It sounds like a piece of software running on 
mobile” (GK18). 
“Why would physicians adopt this is my sort of key question. That’s badly answered. It 
does not give a compelling reason.” (GK21). 
 


The company had a business model that was based on licensing its technology to global 
businesses.  This attracted considerable negative comment: 


“Licensing doesn’t really appeal because you’ve got to wait for someone else to send 
you a royalty cheque and pay you milestones ..” (GK2) 
 “We tend not to like licensing because it tends not to give capital gains early on.  .. It’s 
not a complete no but it’s not something we’re very keen on” (GK5) 
“If you’re going to try to licence it to these people and organisations that’s pretty hard 
because now you’re gonna need somebody that has existing relationships with these 
kind of companies … Those companies take a heck of a long time to licence anything .. 
and they’ve got their own research groups” (GK18). 
“Licensing can produce a relatively low level of income as opposed to producing things 
yourself” (GK20). 


One gatekeeper doubted that a licensing model would be successful: “They think they’re 
going to licence to those people. I don’t think they will. They’ll actually have to sell it and get 
it out there and then licence it.” (GK21). However, by no means all the gatekeepers were 
critical of the licensing approach: 


 “Okay, so they want to licence it. That will reduce the cost. It may reduce the reward 
but at least it probably brings it within the scale of angels investor” This gatekeeper 
continued “I wouldn’t argue with a licensing model at all. In fact I might even find it 
attractive.  If they know Cannon and Nikon I might be saying ‘well let me see the 
correspondence with these guys. Have you been in touch with them?’” (GK6)  







 
 


Licencing, in turn, turned the spotlight back on IP issues:  “It needs more protection if they’re 
just going to licence it” (GK3) 
 
Gatekeepers also gave less emphasis than individual angels to the management team (Mason 
and Harrison, 1996). In this respect gatekeepers are acting more like venture capitalists for 
whom this issue is a relatively minor consideration (Mason and Stark, 2004). However, 
gatekeepers do see the management as being a key consideration. 


 “The people matter a lot .. [are] they capable?” (GK5 ) 
“The management side would be key to me” (GK16) 
“What they idea is, is sometimes relatively unimportant because it’s actually often the 
people who make the thing work” (GK20). 


So, while this reduced emphasis amongst gatekeepers on the management is consistent with 
our speculation, it may equally reflect the fact that this was the strongest aspect of the 
proposal: 


“The management team sound credible” (GK 2) 
“Good team. I like the team. The team’s good.” (GK3) 
“They all seem to have experience in the right areas” (GK9) 
“Good team. There’s a good track record there.” The fact that the team sounds quite 
good and they’ve done it before, that might actually make me warm to it a bit more. 
Definitely.” (GK 14). 
“The team looks – you know on the surface of it – very credible” (GK17) 
 


Nevertheless, some gatekeepers did find grounds for qualified concern: 
 “The management team look like, they have got a lot of experience but they have made 
some glaring mistakes right from the start.” (GK4) 
“There’s nobody in there with genuine sales experience that I can see and in any 
technical thing it’s the first thing you look for. You know. Can we sell it?” (GK21) 
“They’re obviously in their forties, early fifties and they would be people we would 
certainly want to meet, just to make sure  they’ve still got the interest and the fire to 
drive the business … to take the business forwards because they are the critical people 
within that” (GK 10). 
 


CONCLUSION 
This paper has highlighted the angel group gatekeeper as a relatively new actor in the 
entrepreneurial finance arena – one that has attracted surprisingly little research – and 
highlighted their key role in the investment process. Specifically, they perform the initial 
screening role on behalf of individual angels who are members of angel groups. This, in turn, 
changes the way in which individual angels evaluate investment opportunities (which is 
another issue requiring research). This paper raises the question whether gatekeepers perform 
the initial screening of investment opportunities differently to that of angels investing on their 
own. As the ‘investment ready’ literature and training are both based on how individual 
angels operate this question has considerable practical implications. We suggest several 
reasons why, a priori, the initial screening of gatekeepers will be distinctive. In summary, we 
anticipate that the approach of gatekeepers will be less personalised than that of individual 
angels. 
 
We explored this issue using VPA, a methodology that requires participants – in this case 
angel group gatekeepers – to think out loud as they perform a familiar task – in this case the 
initial screening of an investment opportunity. A key limitation of the study is that the 
comparison is with previous VPS studies of individual angels and, critically, involving 







 
 


different investment proposals. It is know that the issues raised by participants in the VPA are 
influenced by the specificities of the investment proposal. Future work on this topic therefore 
needs to compare the reactions of solo angels and gatekeepers to the same investment 
proposal(s). 
 
With this caveat, the anticipated contrasts are largely confirmed. First, gatekeepers are slower 
to say ‘no’. They spend longer than solo angels on the screening. They are less likely to stop 
reading when they encounter a ‘red flag’. They are more willing to contact the entrepreneur to 
clarify issues of concern. Second, the screening is less personalised. Personal – often 
idiosyncratic – issues are prominent in the screening by individual angels. In contrast, the 
gatekeepers place considerable emphasis on the group’s invest criteria – these are typically 
few in number and dominated by industry sector, the amount of the investment and the 
likelihood of future funding rounds being required. Within these constraints they are open to 
considering a wide range of opportunities, not least because of the collective expertise of the 
group that they can draw upon. Third, gatekeepers give considerably greater emphasis to the 
financial aspects of the proposal, not just in terms of the frequency of comments but also in 
terms of the issues raised, notably valuation, the need for future funding rounds and returns. 
But like solo angels screening issues related to the market and product largely concerned the 
lack of information provided, hence difficulty in understanding key aspects of the business’s 
activities.  
 
Three implications follow for entrepreneurs approaching angel groups for finance. First, 
“group fit” is critical so ensure that the groups you approach invest in businesses in your 
sector and with your funding needs. This is a much easier task compared with approaching 
individual angels because their investment fit considerations are unlikely to be observable in 
advance. Second, gatekeepers place considerable emphasis on financial issues so ensure that 
you clearly explain how much money you need both now and in the future, what the money is 
needed for, how you have come up with a valuation and potential returns. Third, ensure that 
the information you provide on the market, product/service, IP issues, competitive strength, 
competitors and route to market. The main reason why businesses which pass the ‘fit’ test but 
fail to raise finance is because their investment proposal contains too many unanswered 
questions. So a final implication is to understand the typical questions that gatekeepers expect 
to be answered in the investment proposal. 
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Abstract –  


The concept of business model has recently been developing as a new theory in strategic 


management and entrepreneurship, which shifts the way researchers theorise and  


practitioners solve the strategic business issues of the organisations. Whilst the systemic 


features of the concept are rewarding for the modern strategy practices, the same complexity 


has led to a multitude of philosophical and theoretical interpretations among researchers. 


Therefore, not only has it made it difficult for a practitioner to choose between different 


approaches to different business problems, but it has also overshadowed the advancement of 


academic research in most promising areas. This research presents a pluralistic 


classification framework that can surmount these obstacles. It shows how practitioners and 


researchers may utilise this  framework to engage in a highly critical, holistic and creative 


praxis, so that they can carve out the best potential of the existing diverse knowledge-base as 


well as the attractive features of the concept. This study also discovers the eclipsed, yet 


promising perspectives of the construct, thereby promoting the advancement of theoretical 


research in more fruitful areas for a critical practice. 
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INTRODUCTION 
 
'Business model' (hereinafter referred to as BM) has been developing as an interesting multi-
disciplinary construct in management research with a variety of philosophical, theoretical and 
practical interests among researchers, which helps to explore the phenomenon of disruptive  
business models emerging in modern dynamic, complex and networked business 
environments. A decade ago, business model research was in danger of becoming just 
another management ‘fad’ (Porter, 2001). However, owing to the continuous contribution of 
scholarly research during the last decade, it has now become a new multi-disciplinary 
research field in business management, supplementing many of the major drawbacks of 
current theories business strategy, economics and innovation (Teece, 2010). It has now 
clearly become a new trans-discipline with a clear progressive research program (Demil,  
Lecocq and Ventura 2010b; Amit ,Zott and Massa, 2011).  Once supplemented with strategy 
analysis, BM development is clearly a new practice, which organisations can master in order 
to compete in turbulent markets and achieve a competitive advantage of its own right (Teece, 
2010). It provides a different insight of the business and has different capabilities than the 
conventional strategising practices, such as SWOT analysis, value chain analysis and 
balanced scorecard. Thus the practice of business models can be considered as a new 
dynamic capability that organisations must posses to proactively develop new business 
models that can create and capture value by sensing the fleeting internal and external business 
opportunities. However, we contend that the current complexity and the diversity of the 
research programs have significantly overshadowed carving out of the real potential of the 
concept in practice. Hence, the aim of this research is to establish a new pluralistic 
framework, which can facilitate researchers and practitioners to make sense of different 
approaches of business models towards a more critical and creative practice to address the 
issues in today’s increasingly complex, dynamic and uncertain business environments.  
 
Despite the large numbers of research carried out during the last decade , still the complexity 
of the construct continues to challenge the researchers with more fundamental philosophical 
questions. For instance some scholars attempts to answer (Perkmann and Spicer, 2010) ‘ If 
the concept refers to real world or conceptual world, idea or a model ? ’. Some scholars take a 
more pragmatic inquiry by asking ‘ What do business models do ? ’ (Doganova and Renault, 
2009). In contrast this research takes an even more critical inquiry by asking ‘ What are the 
possible approaches to produce knowledge of business models ? ’ as well as the related 
question of ‘ What is the nature of knowledge that each approach is capable of producing in 
practice ? ’.  If answers to these questions could be found, not only would it help to intended 
pluralistic classification framework of this research, but also it would empower the 
researchers and practitioners to select, mix and modify a broad variety of approaches to 
business models, contributing towards a more critical, creative and holistic BM practice. 
 
The current complexity and ambiguity prevalent at this young stage of development of 
theories of business models is not an unusual phenomenon in an action-orientated social 
discipline like strategic management and entrepreneurship. For instance, such messy and 
incoherent understandings were evident in  history, when management theories became a 
‘jungle’ (Koontz, 1980) or  strategic management theories became a ‘complex beast’ 
(Mintzberg, Lampel and Ahlstrand, 1998). However, in contrast to the conventional method 
of separating the existing theories into an incommensurable set of schools, this research 
attempt to offer a more fluid classification framework, which empowers the researchers and 
practitioners to select, mix and modify multiple approaches to suit their diverse variety of 
unique problem situations in practice.  
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This article is organised as follows. First we discuss the drawbacks of past business model 
classification frameworks and describe the motivation behind this research. Next, we  
explicate the theoretical foundations behind the new framework and its underlying 
assumptions. We then describe the meanings of vertical and horizontal dimensions of the 
framework followed by the analysis of past literature using the same. Then, we argue for a 
pluralistic and critical use of the framework in praxis, while also presenting the nature of 
strategic innovations and business conditions relevant for each approach. Finally, we 
conclude the article by summarising the contributions made by this research to theory and 
practice of business models as well as opening up some fruitful avenues for future research. 
  
 
DRAWBACKS IN PAST BUSINESS MODEL CLASSIFICATION FRAMEWORKS 
 
In the face of increasing complexity and fast growing number of multiple interpretations, 
several authors have repeatedly come up with a variety of advanced classification systems of 
business models. Interestingly, while the aim of these earlier classifications were  to gross 
over and reduce the elements to a universal definition (Alt and Zimmerman, 2001; 
Osterwarlder, 2004; Morris, Schindehutte and Allen 2005), more recent research tends to 
preserve the diversity of interpretations, thereby promoting a deeper pluralism in practice 
(Baden-Fuller and Morgan, 2010; Perkman and Spicer, 2010). 
 
Timmers (1998) and the like (Rappa, 2003; Mahadevan, 2000; Alt and Zimmerman, 2001) 
provide taxonomies derived from empirical studies. These taxonomies attempt to represent 
the most accurate generic types of business models in a selected business environments. In 
contrast, the typologies such as by Linder and Cantrell (2000) and Weill and Vitale (2001) 
influence the practitioners to see the business models not as mere empirical types, but also as 
ideal types, or simplification of the real-world business models which can guide managers to 
design and construct the desired models in practice. However, the typological dimensions 
selected for these classifications appears to be an arbitrary choice, rather than a theoretically 
informed choice. 
 
In contrast, some authors have presented the classifications in terms of the evolution of 
theoretical research themes (Pateli and Gigalis, 2004; Wirtz, 2011; Amit ,Zott and Massa, 
2011). These classifications are more insightful for academic researchers as it guides them to 
advance the BM theory by developing on the most recent research knowledge in a particular 
specialised disciplines. However, mere separation of theories into schools, without showing 
how to mix them in practice, may drive the field towards the danger of theoretical isolanism 
and fragmented practices. Consequently, this makes the research and practices far from real-
world strategy practices, non-transferable between disciplines and too many overlapping 
discussions, consequently retarding and restraining the advancement of the field as a whole.  
 
The main drawback of both the above approaches to classification is the lack of adequate 
focus to bridge theory and practice of business models and to help practitioners to identify the 
practical relevance of different approaches to different BMs related problem situations. 
However as this research argues later, past classifications are also not fully capable of 
identifying the most fruitful areas to advance future research. This challenge and complexity 
of classifications greatly caused by the inherent nature of BM concept itself, i.e having the 
potential for multiple interpretations in different problem situations (Baden-Fuller and 
Morgan, 2010). On the other hand, the meaning of a business model can become similarly 
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complex in the practice, depending on the practitioner’s strategic focus and his own belief 
systems(George and Bock, 2011). For example earlier mentioned classifications are not 
capable of distinguishing any of these contemporary research efforts, which has different 
efficacies in practice and which attempt to advance the field in radically new directions such 
as performative representations (Perkman and Spicer, 2010) or transitional objects 
(Doganova and Renault, 2009). Those frameworks also cannot distinguish more critical 
approaches to business models, which attempt to purposefully transform organisations 
towards more complex and hybrid business models, suiting today’s turbulent business 
environments, such as the work of  Tushman, Smith and Binns (2010).  
 
This research attempts to fulfill this timely and crucial need for a pluralistic classification 
framework that facilitates the researchers and practitioners to make sense of the full range of 
approaches available, towards a more critical and creative business model practice.  
 
 
THEORATICAL FOUNDATIONS OF THE FRAMEWORK 


 
Research questions we put forward in this research are, ‘ What are the possible approaches to 
produce knowledge of business models? ’ and ‘ What is the nature of  knowledge that each 
approach is capable of producing in practice ? ’,  are deeply rooted in the philosophy of 
knowledge. Therefore, in contrast to most of the past approaches that rely on inductive 
thematic or pattern analysis of the literature, we examine the mix of fundamental 
philosophical assumptions behind each approach to business models and their knowledge 
production capabilities in practice. 
 
Each approach to management and social sciences constitute a combination of beliefs and 
assumptions or a ‘paradigm’ about the nature of the world, as well as a the nature of 
knowledge that it is capable of knowing(Kuhn, 1970). A detailed classification of these 
paradigms can be found in social sciences research methods (Burrel and Morgan, 1979; Guba 
and Lincoln, 1994, 2005) and these have also been implicitly or explicitly followed by most 
of the management science research. The process and outcomes of the scholarly research that 
has strictly followed these paradigms are governed by a set of paradigmatic viewpoints or 
assumptions about the knowledge and knowing, which are incommensurable with other 
possible ways of knowing. However, such classification frameworks that constrains the 
knowing to a single paradigm is not adequate for a practitioner oriented disciplines like 
strategic management and entrepreneurship, and those are particularly not adequate for 
examining a contemporary phenomenon such as business model innovation (hereinafter 
referred to as BMI) that attempt to embrace the complexity and ambiguity in turbulent 
business environments.  
 
We found two frameworks, which can facilitate such an integrative thinking through a deep 
philosophical, theoretical and methodological pluralism, by Deetz (1996) and Jackson (2003). 
While Jackson relies on Haberma's theory of ‘human interests’ to promote  paradigmatic as 
well as methodological pluralism in the practice of management sciences, Deetz (1996) relies 
on 'discursive moves' to argue for the impossibility of an isolated existence of any paradigm 
to organisational studies in practice. They both emphasise the fact that any attempt to classify 
the paradigms is only possible at abstract levels, whereas those are intertwined in practice due 
to the complex and dynamic nature of today’s contemporary business and social 
environments. Jackson(2003) argues further that modern researchers and practitioners must 
be competent enough to understand multiple models of business and multiple possible ways 
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of creating knowledge about them, in order to be effective in today’s turbulent and complex 
business environments.  Interestingly, both these scholars have argued for the same pluralistic 
framework of paradigms from two contrasting perspectives, one from a theoretical 
perspective and the other from a practical perspective, which we see as an elegant platform to 
bridge paradigms, theories and practices of business model literature.  
 
Moreover, adopting Jackson's work also helps to re-gain the importance of ‘systemic view’ of 
the construct, which we believe is the most important feature of business model concept for 
holistic disciplines such as strategic management and entrepreneurship. It allows business 
model to be considered as a systemic whole that describes the business as a holistic value 
creation and capturing system, which is embedded in the wider business eco-systems. 
Fortunately, this holistic and systemic perspective is  implicitly or explicitly appreciated by 
every researcher of business models. For example, this is evident in the scholarly works 
where BMs are being viewed as ‘business systems’ (Osterwalder and Pigneur, 2002), BM 
construct is being used for  'system-wide changes' (Hamel, 2000), BM change is being 
facilitated by 'systemic frameworks' (Demil and Lecocq, 2010a) and BM is being represented 
as  'activity systems' (Amit and Zott, 2010).  
 
 
DISCRPTION OF THE FRAMEWORK 
 
Drawing insights from both Deetz (1996) and Jackson (2003), this section presents a 
pluralistic BM classification framework that facilitates a deeper understanding of the variety 
of approaches available for both the theory creation and theory practice of business models. 
Table 1 summarise the descriptions of horizontal and vertical dimensions respectively, which 
can facilitate the filtration of BM methodologies by practitioners. The reader is referred to 
Deetz and Jackson’s work for more advanced research endeavors with regard to the offered 
frmaework.  
 
Drawing on Jackson’s work (2000, 2003), the horizontal dimension (see Table 1) represents 
four possible approaches to business models: functionalist, interpretive, emancipatory and 
post-modern. Table 1 also summarises the nature of knowledge each approach is capable of 
producing in both theory and practice, which provides simple and adequate criteria for 
practitioners to judge the nature of any BM approach in hand.  The vertical dimensions of the 
framework provide a deeper understanding of the options available for the theorisation or 
application of business models within each of the above approaches. The first two dimensions 
are based on two distinct forms of discourse present in the literature on BM content and 
process. The ‘content’ dimension categorises research predominantly dealing with parts and 
relationships, which govern the business models and its behavior. The ‘process’ dimension 
categorises the research that predominantly dealing with the process, which brings about 
emergent or deliberate changes to business models. These distinctions help to match, 
combine and mix content approaches with process approaches to analyse different aspects of 
business models and bring about appropriate levels of change suiting different local problem 
contexts. This matching and mixing process will be discussed in more detail in subsequent 
stages of this research. 
 


 
<Place Table 1 About Here> 


 







   6 


In the original work on systems of systems methodologies (SOSM), Jacksons and Keys 
(1984) present another vertical dimension representing the increasing systemic complexity of 
conceptualising any phenomenon, from simple to complex. The research considers 
complexity to be another important generic dimension, applicable in any approach to 
business models.  Using these criteria, the literature can be arranged in a vertical sequence 
from top to bottom (see Table 2) representing the increasing level of systemic complexity 
treated in each research. Systemic complexity involves the degree of dynamic interactions 
between elements of a BM, rather than merely the detail complexity or the number of 
elements of a BM or parts of a BM. As discussed in next section, an ideal example of this is 
Osterwalder’s (2004) model, which has a higher level of detail complexity, and Demil and 
Lecocq’s (2010a) model, which has fewer elements but a higher systemic complexity. 
 
 
ANALYSIS  
 
The purpose of our analysis here is to justify the usefulness of the proposed framework for 
research and practice. Rather than filling the proposed framework with an exhaustive list of 
literature, our aim is to demonstrate how some of the most influential research on business 
models fits within this framework and their efficacies in practice. Then towards the end of 
paper, we also draw attention to an emerged typology of strategic innovations, related real-
world examples and their related business conditions facilitating to put the offered pluralistic 
framework immediately in practice. Moreover, this research also discovers some interesting 
possibilities in the offered periodic table, which can further advance the knowledge of 
business models. 
 
The sample of literature represented here is not an exhaustive list, but selected from below 
sources, so as to represent the diversity of approaches to business models. Some rigorous 
sampling of the past research on business models can be found in the research by Makinen 
and Seppanen (2007) from 1997 to 2005 and Wirtz (2011) from 1975 to 2010. In addition to 
the selected literature from these lists, we have also added some recent literature in diverse 
disciplines such as entrepreneurship and organisational studies to highlight some rare 
approaches towards complexity and postmodernism.  
 
 


<Place Table 2 About Here> 
 
 
This analysis mainly focuses on the pragmatic value or a practice-based view (Habermas, 
1972; Jackson, 2003) of each approach or in other words,  inquiring in to the nature of 
improvement that each approach can bring about in practice to solve real world problem 
situations. It is also worth highlighting here an important dilemma that researchers might face 
when interpreting this analysis. For example, a particular piece of research might utilise an 
interpretive process to theorise the content but offer a positivistic content model for the 
practice.  Therefore, it would still be classified under the functionalist approach if the work 
has not provided some guidance for an interpretive or a critical ‘real-world’ practice of the 
proposed theories and methodologies.  
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DISCUSSION 
 
Due to the limited space here to discuss each piece of literature in detail, we limit our 
discussion to demonstrate how the proposed framework can be utilised towards a more 
critical and pluralistic practice as well as to present some practical implications derived from 
the analysis. Moreover, this discussion also clarifies the contingencies between different 
business model practices and other organizational  practices such as strategic innovation and 
business strategy formulation, so that practitioners can put the framework immediately into 
practice.   
  
Motivated by the patterns emerged from the analysis, we argue for a systemic enveloped 
form of existence of the core and background knowledge related to each approach, as shown 
in figure 1. This systemic background was found to be implicitly or explicitly present in most 
of the business model literature, rather than working in isolation within a single paradigm. 
The envelop boundaries shown in figure 1 can also be looked upon as something similar to 
knowledge production possibility curves. A researcher or a practitioners may creatively mix, 
match and combine approaches by changing the boundaries of practice over time, depending 
on their local and temporal problem situations and perceived business conditions. The higher 
the variety of approaches applied within and across boundaries, the greater the effectiveness 
can be achieved in complex and turbulent environments (Ashby, 1969). Such a praxis is not 
driven by an anything goes strategy, but by a highly disciplined and critical reflection on the 
efficacy of each mix of approaches to bring the desired levels of efficiency, effectiveness, 
novelty or agility to their business models during multiple strategic episodes over time.  
 
It is not our intention to propose this diagram as a universal truth or to suggest these 
categories as the only possible approaches to knowledge production that might exist. But our 
attempt is to show how the notion of leaky and changeable paradigm boundaries can be 
effectively utilised for a more critical and pluralistic praxis to evaluate, select, tweak and mix 
different BM approaches to improve a particular problem situation. Thus paradigms & 
theories become intellectual instruments for the interventionist to bring about an 
improvement, rather than an imposed standard for operations. Our contention is that greater 
knowledge, insight and improvement can be produced in practice by exploring and 
penetrating the theoretical boundaries of a tool than by taking boundaries for granted. 
Therefore, we recommend that any research or practical intervention should make an explicit 
reference to this systemic and pluralistic background towards a more transparent, critical and 
productive practice. 


 
 


<Place Figure 1 About Here> 
 
 


In following paragraphs, we compare the proposed framework with the change models 
presented by Linder and Cantrell (2000) on business models as well as the strategic change 
methodologies presented by Chakravarthi (1997), in order to obtain further insights into the 
strategic environments and change capabilities of each approach in practice. The table 3 
below represents an overview of the upcoming discussion. In the first row we also present 
some examples of different representational forms related to each approach, which may serve 
as metaphors showing how each form of representation may facilitate or limit its application 
in different problem contexts. 
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<Place Table 3 About Here> 


 
 
Functionalist Approach to Business Models & its Implications for Practice. 
 
According to this approach, BM assumes to exist out-there for the interventionist to study 
about it or to take instrumental actions on it. The methodologies adopted here are capable of 
producing mainly the propositional knowledge about business models. Thus it facilitates the 
improvement of the efficiency of existing models by exploiting existing capabilities as well 
as by adapting to the environmental contingencies. However, this  mechanical view limits 
BM as a concept which is always dictated by the strategy or the environment. Therefore this 
approach to BMs has the efficacy to bring about only reactive changes to business models, 
which can help organisations to respond to low rate of change & low complexity in business 
environments (Chakravarthi, 1997).  
 
The innovation capability of this approach is limited to incremental innovations, which is in 
line with the construction of ‘realisation’ models as described by Linder and Cantrell (2000). 
Applications of this approach would be relevant for low-risk BM projects involving activities 
such as franchising, channel/product extensions, regional expansions and other efficiency-
driven BM reconfigurations. However, as figure 1 suggests, the effectiveness of such projects 
could always be enhanced by expanding the boundaries or in other words by expanding the 
range of knowledge and learning capabilities. 
 
Interpretive Approach to Business Models & its Implications for Practice. 
 
This approach considers the BM as a social construction which emerges through the 
purposeful actions of the stakeholders and ongoing mutual learning with each other. The 
methodologies in this approach are capable of producing subjective and social knowledge 
about business models. It facilitates to manage emergent business model changes, while 
maintaining a top-down strategic intent at the same time. Therefore this approach to BMs has 
the efficacy to bring about both reactive and proactive changes to business models, which can 
help organisations to respond to moderate rate of environmental change & medium 
complexity (Chakravarthi, 1997).   
 
The innovation capability of this approach is also incremental and partial in nature, which is 
in line with the construction of ‘renewal’ and ‘extension’ models as described by Linder and 
Cantrell (2000). Application of this approach would be relevant for medium-risk BM projects 
involving activities such as capability enhancement/leverage, cultural or identity innovation 
and shared value innovation. As figure 1 suggests, the range of knowledge and learning 
capabilities required in such projects could be fulfilled by combining both interpretive and 
functionalist approaches. 
  
Emancipatory Approach to Business Models & its Implications for Practice. 
 
This approach also considers the BM as a social construction, but additionally, it helps to 
inquire the firm’s imprisonment by its own historical and evolutionary success and helps to 
overcome the forces that suppress the BMs from transformation to radically new models. 
Therefore this approach to BMs has the efficacy to bring about proactive, radical and 
discontinuous changes, which can help organisations to respond to respond to high rate of 
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environmental change & medium complexity (Chakravarthi, 1997). This approach makes BM 
practice as the main generating mechanism that creates new business entities and triggers 
new business strategies, thereby positioning BM practice at the heart of organisational 
transformation and entrepreneurship. 
 
Application of this approach would be relevant for high-risk BM projects, which aims to 
transform organisations to completely new business models or to new systemic business 
model arrangements. Such entrepreneurial activities may result in creation of new customer 
segments (previously non-existing), creation of new industries or creation of new business 
eco-systems, thereby triggering blue ocean strategies (Kim and Mauborgne, 2005). This 
approach falls is in line with the construction of ‘extension’ and ‘journey models’ as 
described by Linder and Cantrell (2000). As figure 1 suggests, combining this approach with 
functionalist and interpretive approaches would facilitate the higher order knowledge and 
learning required in these projects. 
 
Post Modern Approach to Business Models & its Implications for Practice. 
 
This approach also promotes the idea of transformation, however, unlike  emancipatory 
methods which seek universal solutions and attempt to implement them in a top-down 
fashion, this view suggests that such transformations can only be sustained within local,  
temporal and subjective frames. Post modern approaches advocate both bottom-up and top-
down practices, while embracing the ambiguity and complexity as oppose to striving for 
clarity and order. Furthermore, diversity management and creativity management  are 
dominant concerns of this paradigm. Therefore, this approach to BMs has the efficacy to 
bring about complex and creative changes to new business models, which can help 
organisations to respond to both high rate of environmental change and a high level of 
complexity at the same time (Chakravarthi, 1997). 
 
Application of this approach would be relevant for high-risk and low-risk strategic initiatives, 
which attempt to manage multiple business models configurations , paradoxical business 
models (Tushman  et al., 2010) and more complex echo-system wide effects. This is inline 
with Chakravarthy (1997)’s argument that in turbulent environments the firms need to 
maintain multiple of different competitive configurations at the same time. Linder and 
Cantrell (2000) have not addressed the construction of this kind of business models. As figure 
1 suggests, this approach would allow greater freedom to apply mix of approaches and mix of 
representations to generate more complex and creative solutions.   
 
 
CONTRIBUTIONS AND FUTURE RESEARCH  
 
Drawing on Jackson’s work on creative holism(Jackson,2003) and the Deetz’s work on 
paradigm pluralism this research developed a new pluralistic classification framework of 
theories and practices of BMs, which promotes a critical research and professional practice of 
business models. We demonstrated how systemic boundary judgments can be utilised in 
multiple dimensions to stimulate critical thinking and deeper pluralism in practice.  
Enhancing the pragmatic value of the framework further, we presented the nature of the 
consequential strategic innovations and contingent business conditions relevant for  each 
approach.  
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Therefore, in one hand  this research contributes to the broader field of strategic management 
by helping to recover from the modernism through scrutinising the efficacy of different 
approaches to a more liberal philosophical inquiry (Whittington, 2004). On the other hand, it 
empowers the modern strategy practitioners by facilitating them to engage with a more 
creative, pluralistic and critical practice, which is considered crucial to become success in 
today’s turbulent business environments (Jackson, 2006). For theorists, this framework can 
be seen as a ‘crystal’ to see the phenomenon under study from different perspectives, there by 
engaging with a disciplined imagination during the fuzzy front end process of theorising 
(Weick, 1989), and consequently generating theories that are more relevant for today’s 
complex business environments. For practitioners, this framework can be utilised as a 
‘toolkit’, by which they may creatively shift across different tools to explore and improve a 
problem situation, while engaging in a theoretically well informed praxis at the same time 
(Jackson, 2006).  
  
Despite the advancements being made in this research towards a critical practice, we found it 
difficult to find appropriate literature to fill some of the knowledge gaps in the periodic table, 
so as to advance towards a more critical practice of business models. Particularly, it becomes 
clear from table 2 that more understanding is needed in the areas of emancipatory and post 
modernist approaches. If we reflect back to our discussions, ironically, these are in fact the 
most desirable approaches to generate strategic transformations, which is of the highest 
interest among practitioners (IBM 2006, 2008). Thus we underline the need for theorising 
these aspects, not only in the form of empirically-driven prescriptions, but also by grounding 
them in relevant theoretical traditions such as critical theory, post–modernism, complexity 
theory and organisational sense-making. Another important finding is the lack of non-linear 
and dynamic process approaches to design and construction of business models in all 
theoretical traditions. Thus we argue for the need of theorising more advanced process 
approaches to business models, a research endeavor that we expect to pursue in the future. 
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Criteria Functionalist 
Approach 


Interpretive 
Approach 


Emancipatory 
Approach 


Post - Modern 
Approach 


1.Nature of  
BM 
Knowledge in 
Research 
Practice 
(Drawing on 
Deetz (1996)) 


BM represents  
objective and 
generalisable 
concept  
And  
Research 
represents the 
continuation/ 
evolution of  BM. 


BM represents  
socially 
constructed 
concept  
And  
Research 
represents 
construction/ 
emergence of BM. 


BM represents  
socially 
constructed 
concept  
And  
Research  
represents  
alienations & 
disruption of BM.  


BM represents   
socially 
constructed 
concept  
And  
Research 
represents the 
continual 
disruption of BM. 


2.Purpose of 
BM 
Knowledge in 
Professional 
Practice 
(Drawing on 
Jackson 
(2003)) 


BM is used to 
systematically 
Implement a BM 
more efficiently.  
 


BM is used to 
construct new 
desirable & 
meaningful 
changes  required 
towards more 
effective BM. 


BM is used to 
debate about the 
dominant systemic 
arrangements and 
to purposefully 
transform to a new 
BM. 


BM is used 
embrace the 
diversity & 
ambiguity of 
systemic 
arrangements and 
to continually  
transform to 
multiple BMs. 


3.Content Dominant focus of research is the content of business models 
4.Process Dominant focus of research is the process of change in business models 
5.Complexity The level of systemic complexity addressed in BM content/process  


Table 1: Description of the Framework and the Criteria for Analysis
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 Functionalist Interpretive Emancipatory Post -Modern 


 
Content 


 


 
Simple 


 
 
 
 
 
 
 


Complex 


Timmers (1998)  
Afuah & Tucci (2003),  
Osterwalder (2004) 
 


Magretta (2002) 
Baden-Fuller & Morgan 
(2010) 
 
 
 


 
 


Doganova & 
Renault (2009) 
 


Amit&Zott(2001) 
Casadesus -Masanell & 
Ricart(2009) 
 


Perkman & Spicer 
(2010),  
Amit&Zott(2010) 


 
 


 
 


 
Process 


 
Simple 


 


 


 


Complex 


Linder&Cantell (2000) 
Demil&Lecocq (2010a) 
 


Chesbrough& 
Rosenbloom (2002)  
McGrath (2010)    
 


Christensen et al. 
(2008) 
Hamel (2000) 


Tushman  et al. 
(2010) 
 
 


    


Table 2: Pluralistic Classification Framework and Results of the Analysis  
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Results Functionalist 
Approach 


Interpretive 
Approach 


Emancipatory 
Approach 


Post - Modern 
Approach 


Example Business 
Model  


Representations 
 (dominant nature of 


the Content) 


Concept Maps 
Systems- 
Diagrams 


 
 


Narratives 
Recipes 


 Critical Heuristic- 
Devices 


 


Transitional 
Objects 
(Locally 


determined mix of  
representations) 


Nature of 
Innovation/Strate


gic Stance       
(dominant nature of 


Process) 


Incremental / 
Reactive 


Incremental/ 
Proactive 


Disruptive/ 
        Proactive 


Continuously 
Disruptive/  
Proactive 


Nature of 
Environmental 


Business 
Conditions 


Low 
Complexity & 
Low Rate of 


Change 


Low Complexity 
& Moderate Rate 


of Change 


Low Complexity 
& High Rate of 


Change 
(Hyper-


Competitive) 


High Complexity & 
High Rate of 


Change 
(Hyper-Turbulent) 
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Abstract	
The paper analyses changes in user activities and behaviour across different types of actors following 


the introduction of 3D printers. 3D printing, or additive manufacturing, has been claimed to disrupt 


manufacturing, allowing firms to move from prototyping to full‐scale end‐part production and 


replacement part production in a one‐step process. 3D printing has many different uses, for example, 


the manufacturing of toys, shoes, lamps and fashion accessories, and by implication many different 


types of users and buyers. There are few empirical studies on the types of uses and users of 3D, 


hampering our understanding in what ways the 3D printers may change the behaviour of users, and 


whether 3D printers affect the likelihood and the nature of entrepreneurship or business model 


innovation. To investigate this, a model was created based on the 3DP literature. The model is 


applied on a distributor customer database and four interview‐based illustrative case studies. The 


empirical findings show that the use of 3DP a) lowers the knowledge and resource barriers for 


experimentation and entrepreneurial entry, b) increases product and concept prototyping in product 


development, c) provides a potential for business model innovation by expanding the boundaries of 


the firm upstream and downstream, and d) becomes a ticket for entrepreneurial entry. Based on our 


results, the paper suggests that the potential of 3D printers alter user innovative activities is high but 


most of the potential is latent.  


1. Introduction		
Additive manufacturing, commonly denoted 3D printing (3DP), is an emerging general purpose 


technology that manufactures components by adding one layer of materials to another. 3DP uses 3 


dimensional computer aided design (CAD) files, which are created by scanning or constructed within 


a computer. By so doing, 3D printers close the circuit from the physical reality to the digital domain; 


while digitalization brought about robust representation and calculations of the physical reality, 3D 


printers allow for taking the digital representations and make a physical equivalent of the digital 


blueprint.  


3D printing tends to be a slow process compared to mass manufacturing but fast compared to 


conventional construction of physical prototypes (mock‐ups). This means 3DP is commonly used for 


prototyping new products but only to a limited extent during production. This is claimed to be 


changing as the ability to build tailor‐made gadgets means it is increasingly used for production of 


high‐end specialized components. In addition, over the last two decades 3DP has become much 


cheaper, allowing for private uses of low end printers. This suggests that 3DP will not only influence 


R&D and manufacturing across a huge array of applications but also create new markets.  







More specifically, 3DP has been claimed to disrupt manufacturing, allowing firms to move from 


prototyping to full‐scale end‐part production and replacement part production in a one‐step process. 


At the same time, 3DP may be hyped prematurely as suggested by several scholars as the use of 3D 


printers still is in its infancy (Sandström, 2015). Currently, even though there are relevant exceptions 


the literature is full of claims but with limited empirical evidence (Mortara and Parisot, 2014). For 


example, there is a lack of studies of productivity of using 3DP across different manufacturing 


processes and how and to what extent the use of 3DP enables not just technological experimentation 


but also entrepreneurial action. This is a severe shortcoming as it is well known that general purpose 


technologies require “co‐innovation” (Bresnahan and Trajtenberg, 1995) for the realization of 


productivity gains. In other words, technological, organizational and behavioural changes may need 


to co‐evolve for the potential of the new technologies to be realized.  


Given the suggested potential paired with the limited impact, the question is in what ways 3DP affect 


manufacturing from a use perspective. We address this issue by analyzing changes in activities and 


behavior across different types of actors that are using 3D printers. By referring to use we address 


how consumers, entrepreneurs, and incumbents’ entrepreneurial activities are affected when actors 


start using 3D printers. Portraying the actors as users is in line with von Hippel (2004) who defined 


users as firms or individual consumers that expect to benefit from using a product or a service. 


Empirically we draw on a consumer database from one of Sweden’s largest seller of 3D printers. The 


insights from the database are complemented by illustrations from four different users of 3D 


printers. To analyze the data, let us recall that the 3D printer literature claims that 3DP will be a new 


industrial revolution. A new industrial revolution can be addressed by focusing on the removal of 


knowledge and resource barriers for experimentation, production and entrepreneurship, which 


increases an actors ability to search for innovative solutions. This is in line with the logic of the 


introduction of a new capital goods structure, i.e. a structured and complementary combination of 


production technologies, which lowers the resource and knowledge barriers to entry (see Lachmann, 


1956; Saemundsson and Holmén, 2011). More precisely, the study draws on the frameworks of 


entrepreneurial behavior including the users as innovators (von Hippel, 2004), entrepreneurial action 


and the structure of capital goods (Loasby, 2007; Lachmann, 1956) and the emerging literature on 


business model innovation.  


Section 2 outlines the technology of 3DP including the production chain, materials, applications and 


uses. Section 3 presents the method of the study and Section 4 the empirical illustrations. Section 5 


discusses the findings from a user and entrepreneurial perspective while Section 6 presents the 


conclusions and an agenda for further research.  


1.1	The	technology	and	use	of	additive	manufacturing		
3D printing technology is being used in a variety of applications, which basically fall into two broad 


categories: rapid prototyping and component manufacturing (Bouge, 2013).  


During the 1990’ies equipment for 3D printing technology was expensive and rarely used for non‐
industrial applications. This has changed due to the emergence of low cost and easy to use 3D 
printers as exemplified by the RepRap (replicating rapid prototype) project in 2011 (Jones et al., 
2011).  
 
Rapid prototyping (RP) is used in product development referring to technologies which create 
physical prototypes from digital data allowing users to test prototypes before full scale 







manufacturing. Prototyping is an essential part of new product development (NPD) before a 
significant investment in tooling is made (Pham & Gault 1998). Prototyping shortens the product 
development cycle and saves cost in the prototyping stage (Muita et al., 2015).  
 
Additive Manufacturing (AM), or 3D printing evolved from the first rapid prototyping processes 
capable of direct part production of three‐dimensional objects by adding material layer by‐layer 
based on a “digitally sliced” 3D CAD model (Klahn et al., 2015). 
 
Rapid tooling (RT) is besides RP and AM the third important field for 3D manufacturing broadly 
described as any mold‐making process that can create tools as a final product based on the sliced 3D 
models. Direct tooling typically uses materials such as resins tools, metal powder, or ceramic powder 
(CERAM, 2013). 
 
3D printing technology processes can be classified into the three different categories: powder based, 
liquid based or solid based, depending on the status of the material used to create the prototype, 
final product or tool (Levya et al., 2003). 


2.1	A	paradigm	shift	in	manufacturing	
Starting from manual crafting with a very slow pace, humanity reached industrial revolution and 


mass production in the beginning of 20th century. Since the onset of the industrial revolution and 


mass production, manufacturing systems evolved to more lean ones able to produce economically 


smaller batch sizes allowing for mass‐ or individual customization. Figure 1 below based on Abel et al 


(2011), shows how the manufacturing paradigms have evolved with respect to the origin of design 


requirements (consumer, artisan, designer or many person), manufacturing strategy (work shop, 


Factory or local) as well as the types of end users (consumers, passive consumers, active consumers 


or “prosumers” ‐ production by consumers, home printing Craft manufacturing was carried out by 


artisans (depicted in green color) in a workshop for the product consumers (shown in dark red color). 


In mass manufacturing product development is a separated task carried out by a designer (presented 


in violet color) and manufacturing is carried out in a factory with specialized factory workers 


(indicated in blue color).  


 
Figure 1: A comparison of manufacturing paradigms and their main actors (Abel et al., 2011 modified by Chen 
et al., 2015). 







 
Consumers can here select from standardized products. Mass customization is very similar to mass 
manufacturing, but the consumers have a selection of products with varied properties. Direct Digital 
Manufacturing DDM, offers the possibility of personalized ”tailor made” products with various design 
values like material selection and aesthetics (Chen et al., 2015). 


2.2	User	based	3D	printing	and	business	models	
3D printing technologies originally had only industrial uses because of high costs. The decreased cost 
has lately put them within reach of SMEs and individual entrepreneurs. In the late 2000s, the cost of 
3D printing began to be low enough (and quality high enough) to start directly manufacturing final 
products since “speed, quality, accuracy and material properties have developed to an extent that 3D 
Printed parts can be made for final use” (Gibson et al. 2010). More precisely, with home 3D printers 
now being available for less than $500, 3D printing is currently becoming a technology any business, 
small or large, can afford and create new 3D based business model opportunities.  
 
Beyond being used by industry and companies, there is a growing trend of using 3D printing in direct 


consumer markets, home 3D printing is growing. The claimed effect is that the development of 3D 


Printing will lead to an increase in competition between the traditional mass production and mass 


customization industries and SMEs as well as individual entrepreneurs, and “prosumers”). Such an 


increase of competition has been made possible by the digitalization of product development and 


challenge current past revenue, pricing‐ and business models. 3D printing supports the development 


of business models and enables new and interesting tools for current and future business model 


innovation. 3D technology and printing promote easier (quicker product development at lesser costs 


than before) changes of business focus for companies while it makes the same thing for the 


competition. This creates a possibility for SMEs to enter new industries, making niche markets 


attractive to large scale industry. The potential for 3D printing is the creation of a more dynamic 


market structure where old boundaries cease to exist when consumers and SME industry start to 


produce and niche markets become interesting for large manufacturers (Rayna and Striukova, 2015). 


2.3	Towards	adaptive	and	‘mobile’	business	models	
Business models evolve over time and companies sometimes need to shift from one business model 
to another to meet market or financial opportunities (Willemstein et al., 2007), or to follow (or lead) 
technological shifts (Tongur and Engwall, 2014). The ability to diversify a firm’s business horizontally 
to existing or new markets is a key aspect of business model innovation (Giesen et al., 2007). 3D 
printing technologies make lateral moves less financially less risky, because products can be 
manufactured on demand with minimal costs. 3D printing technologies is suggested to enable 
companies to rapidly move upstream or downstream. Here, firms may focus on design and service. In 
contrast, design firms may decide to take manufacturing in their own hands. This also means that 
firms can more easily adapt the “length” of their business model by taking on more activities or by 
giving up some of them (Rayna and Striukova, 2015).  


3.	Method		
To categorize different uses of 3D printers a brainstorming session was held among the authors. The 


constructed model was later modified based on a literature review of 3D printers from a 


technological and business perspective. A semi‐structured interview guide was created based on the 


updated model.  


The research took place in three steps; an investigation of a distributor’s customer database, 


interviews with three firms and one advanced hobby user, and continued conversations with the 







distributor based on the findings during the interviews. To analyze who buyers and users of 3D‐


printers are one of the largest distributers of 3D‐printers in Sweden was interviewed. The company 


started in 2006 and has a turnover about 40 million SEK, which is roughly equivalent to the sales of a 


1000 3D printers per annum.1 Three meetings and interviews with the CEO and a sales manager took 


place during the autumn of 2015. The interviews aimed to identify how the 3D‐printer industry has 


developed, and who currently buys 3D printers. To explore the variety of customers and users while 


avoiding speculation the semi‐structured interviews focused on the company’s customer database, 


encompassing about 100 customers. The first interview aimed to provide an understanding of the 


firms’ development during a 10 year period, how the distribution business idea emerged and what 


the trends and shifts have been during the last ten years. Questions were asked about customers, 


such as their background, history, needs, applications and relations. To what extent the contents of 


the database is transferable to other nations or contexts is currently unknown. In particular, the 


database is likely to miss out the high‐end and low‐end of the market. However, we suggest that the 


database provides us with a relevant representation of much of the population of 3D printer users.  


In the second step, three business representatives and one maker (hobby user) were chosen for 


interviews. They were chosen as they ex ante were considered to be active users of 3D printers and 


considered to be representative of a “typical” customer for a user category.2 The distributor made 


the necessary arrangements before we contacted the firms or the maker for interviews. An interview 


guide was developed focusing on three phases; (1) what initiated the investment, e.g. purpose and 


goal, (2) how the 3D‐printer was use and why, and (3) what the outcomes and effects were, e.g. 


products, services, markets, organization, or suppliers. The interviews were triangulated by 


observations on‐site, which allowed to capturing the effects of the 3D printer. The onsite 


observations were essential as the respondents were not fully aware of the impact of the new 


technology.  


With this understanding in the third phase we went back to the distributor and discussed the 


different categories.  


Based on discussion with the distributor and the four illustrative case studies, we identified four 


types of “typical” customers that have bought 3D printers during 2015.  


4.	Illustrations	
This section will first present the findings from the distributor’s database followed by four 


illustrations, three of which are SMEs and one early adopter who is using the 3DP as a hobby.  


A general finding from the discussing the distributor customer database and the case studies is that 


there recently has been shift towards smaller and cheaper 3D‐printers. Today a 3D printer costs from 


500 USD, which is ten to a hundred times cheaper than two decades ago. This development has 


opened up for many new buyers and consequently users. The maker movement is considered to 


have started in earnest around five years ago, and is expanding rapidly. Before the shift towards 


cheap low end 3D printers, customers were mainly businesses where the purchase decisions had to 


be approved by top management. More recently the decisions to purchase and operate a 3D‐printer 


are usually taken on a lower managerial level due to the much lower costs of investments.  


                                                            
1 For confidentiality reasons the precise statistics from the database cannot be specified.  
2 The category of schools/universities was explicitly excluded. 







The largest group of customers represents small firms interested in new ways of producing products, 


to test and develop new prototypes. This group of firms had previously been working together with a 


design firm for creating mockups, but now chose to expand the business and buy one or more 3D 


printers to move into in‐house production. Another group includes hobby users, commonly denoted 


makers, who buy a 3D printer for home fabrication. They are often interested in technological 


development, experienced with design, scanning and printing. The database also shows a group of 


costumers that focused on educational purpose, that is primary school, universities etc. 


 Below follows a short illustration of typical firms and makers that has invested in 3D‐printers. 


Alpha: Alpha was founded 1994 and manufactures and distributes wireless hearing products for 


people with a hearing loss. The products are used by the customers in their private life and during 


work, school, and other public environments. The firm invested in their first 3D printer in 2014 to be 


able to print prototypes and test functions in‐house. Until the purchase of the 3D printer a supplier 


had made prototypes for the firms, based on Alpha’s drawings and ideas. By using the printer Alpha 


does this work in‐house. A development engineer at Alpha said:  


“It has previously been expensive to purchase 3D printers, but now it is economically feasible for us to 


make the investment. With the 3D‐printer we now have, we can test simple prototypes regarding 


function and design. But for more advanced prototypes, e.g. "fair prototypes" with high demands on 


dimensions and surfaces, we still use a design firm.  


The goal of the investment was also to make the prototyping more cost and time efficient. As the 


firm invested in a simple 3D printer which works as “plug and print”, Alpha did not need to develop 


or acquire new competences. 


After using the 3D‐printer for a year, new areas have been developed which they did not account for 


when making the investment. For example, Alpha uses the printer to lower its manufacturing costs 


by printing special fixtures that is uses while assembling its products.  


In summary, the use of the 3D printer has changed some of its activities and has changed the scope 


of the firms to some extent but this change is relatively minor compared to the logic of its business 


model.  


Beta: Beta is a newly started company, managed by an entrepreneur with experience of modelling 


and 3D printing. The entrepreneur has a background as mechanical engineer. He develops high‐tech 


analytical solutions for quality control globally within the agricultural, food, pharmacy and chemical 


industries. He has designed analytical instruments for an international company in south of Sweden 


for over twenty years. He has always been interested in design, such as presenting 3D‐models and 


making movies to visualise objects. He actively follows the maker movement, providing ideas and 


solutions but also making enquiries to the online maker community when needed.  


The entrepreneur has specialised in the use of different materials, specifically rubber and how it can 


be extruded by 3D printers. His use of 3D printers for rubber extrusion started as a hobby, but he 


quickly developed new ideas and tasks for customers that needed prototypes across a range of 


materials. The entrepreneur decided to start his own business a few years ago as his former 


employer moved its facility abroad. Some of former employer’s equipment was taken over by the 


entrepreneur, which made it easier for him to start to consult on an advanced level. The 







entrepreneur works with developing his own ideas, but to earn bread and better he consults for 


companies enabling them to develop new products/equipment by using 3D printers, from idea to 


launch of specific new products.  


I’m working with what I’m best at, design and 3D printing. I work with consultant project together 


with different partners, but I also work with my own ideas. In the long run, I hope to launch my own 


products which I’m working on.”  


In summary, Beta has found a service‐oriented entrepreneurial niche in 3DP and uses his own 


company resources to develop a new viable product and business model around 3DP.  


Gamma: The business idea started with an accident about ten years ago, where the entrepreneur 


lost most of his limbs. Due to the accident, everyday life became much more difficult, including 


walking outdoors. The entrepreneur tried many prosthetic feet, but could not find any that were 


sufficiently good. The reason was that his handicap was so severe that the smallest hole or stone 


could make him lose his balance, despite a high level of physical fitness, which forced him to use a 


wheelchair. As part of his education to become a development engineer, the entrepreneur 


researched why balancing when using prosthetics was so difficult. He concluded that it was the 


restricted mobility in the prosthetic feet that was the main problem. With the goal to be able to be 


physically active outdoors without being dependent on a wheel chair, the entrepreneur started to 


develop foot prostheses in partnership with orthopaedic technicians and universities. The 


development resulted in a prosthetic foot with a turning capacity, which moves like a human foot 


and adapts to the surface.  


The next step in the process development focused on the design of the foot prosthesis. The function 


is important, but also the design featuring different patterns, materials and colours targeting high‐


end users were found to be crucial. Different technologies were evaluated, and 3D printing was 


chosen based on the flexibility and possibility to develop many different types of complexed 


prototypes. A team of students and researchers were presented with the task of developing designed 


accessories to go with the foot prosthesis. The use of 3D printers resulted in new unique patterns. 


“We developed patterns that only were possible to produce with a 3D‐printer, but it also made the 


production more cost efficient [compared to traditional manufacturing technologies]. Furthermore, 


3D printing also makes it easier to customise the product, for example based on the person’s length 


and personal acquires. The possibilities are endless, so it’s more about coming up with a limited 


product specification relevant for the customer.” 


Drawings and models are produced by the team, and the final version is printed by a supplier who 


operates advanced 3D printers. This network of students, researchers and companies with 


knowledge of advanced 3Dprinting made it easier for the entrepreneur to visualise and test new 


possibilities. The alternative way evaluated by the entrepreneur would have been to use traditional 


technology, e.g. design, build‐deliver model, which would have resulted in high fixed costs and 


limited set of products.  


Today Gamma develops and sells customer‐adapted prostheses and accessories. The prostheses are 


developed in close collaboration with users and 3DP is an integrated technology in the company 


product development process. 







Delta: Delta is a hobby maker of 3D printers who is working as a development engineer in a service 


firm in the industrial sector. Skills and services provided by the firm include project management, 


product development, automation, 3D modelling, animation and visualization. The hobby maker has 


been working at this firm for over fifteen years, addressing small to complex product development 


projects in different areas, from idea to launch. The hobby maker bought a 3D printer for home 


fabrication because he was curious about the technology and was interested in developing new ideas 


and skills about 3D printing. 


 “I’m very interested in new inventions and follow the technological development worldwide. You 


know the virtual world, but you want to have something physical to be able to relate to and feel, and 


you also want it fast and to a low cost. That is why I bought my own 3D printer. When I bought a 3D 


printer a few years ago you needed to put in a few hours to make it work. The quality wasn´t the best 


and few problems had to be solved before it worked. Today, you can just plug and print with no major 


skills about 3D‐printers, and everything [such as documentation, user groups, and 3D models] is 


available on the Internet.” 


The hobby use of the 3D printer has improved his professional work over the years made, much 


because prototypes can be printed and tested at home.  


“I really like my work, but I don’t always find time at work to develop my ideas, so now I can do it at 


home.” 


During the three years since he bought the 3D printer it has mainly been used to print things for 


private use, such as spare parts and personal needs. The hobby maker has also done some smaller 


projects, addressing problems and needs for friends. 


“Having a 3D printer at home also makes me more creative. I start looking at my home with different 


eyes. Now I could print things with the exact dimensions and design I wanted. Friends of mine have 


seen what I have done and asked me if I could help them.” 


In summary, Delta has improved his professional skills due to his personal 3DP engagement and act 


as an “eye‐opener” and mediator for his surrounding on possibilities with 3DP based 


entrepreneurship and home‐printing.  


5.	Analysis		
The paper stated that 3D printers can be understood as a new general purpose technology but that 


huge changes in the level and nature of experimentation and search and entrepreneurship for its 


potential come to fruition. What can we say about changes in user activities and behavior across 


different types of actors following the introduction of 3D printers? Much of the 3DP literature claims 


that 3D printers lower the cognitive and resource barriers for experimentation, production and 


entrepreneurship. This can be understood from the logic of the introduction of a new capital goods 


structure, i.e. a structured and complementary combination of production technologies (see 


Lachmann, 1956; Saemundsson and Holmén, 2011). In line with the literature, the data clearly 


indicates that the resource barriers for experimentation have decreased if we just focus on the 


affordability of the printers. This is also readily apparent from the dramatic decreases in the cost and 


price of 3DP and the recent broadened scope of users as indicated by the customer database and the 


four illustrative case studies.  







The findings from the distributor’s customer database, indicate that the largest customer segment 


want to modify their new product development processes by testing and developing new prototypes. 


This is in line with both the claim that knowledge barriers for experimentation will be lowered by the 


use of 3D printers. Still, while the database allows us to pinpoint that the lowering of knowledge 


barriers motivates the printer purchase; this data alone does not demonstrate that this happens. 


However, the case studies allow us to investigate this further. While at an early stage Alpha has 


changed its firm boundaries by diversifying into new types of design, prototyping and manufacturing 


activities. Even if these changes are relatively small given the entire scope of Alpha’s activities it 


indicates there knowledge barriers to production and experimentation have decreased. Beta has 


diversified into 3D printer and materials consulting based on prior knowledge in materials and 


instruments. For Beta, the knowledge barriers have been lower to experimenting and searching for 


new innovative products. If Beta will succeed with this search, it may be the ticket to entrepreneurial 


entry for a product‐oriented 3DP‐based company. For its current business model, the combination of 


the entrepreneur’s prior knowledge of analysis tools and materials science combined with the 


purchase and use of 3D printers has been the necessary foundation. Gamma develops and sells 


customer‐adapted prostheses and accessories. The prostheses are developed in close collaboration 


with users. The use of the 3D printers allowed him to experiment and identify new design features. 


Here it was the combination of the new technology and personal interest that allowed for 


experimentation to happen. This is a clear indication of lower knowledge barriers. For Delta, who is a 


technologically advanced hobby user, the combination of the lower knowledge and resource barriers 


to experimentation has both allowed him to create and test ideas, some of which he uses in his daily 


professional work and producing repair parts for friends and family. Delta indicates that there is an 


increased importance of user users as it is becoming easier for some users to get what they want by 


designing it for themselves. Delta is a good example of what von Hippel (2004) refers to as a user’s 


low cost innovation niche. However, Delta is a specific case as much of his personal use is applied in 


his daily job, showing that the distinction between hobby and professional use may be blurred.  


While the data clearly is line with the idea of lower barriers knowledge and resource barriers to 


experimentation and, to a lesser extent, production, it cannot say anything in terms of the 


productivity gains of the new technology or how important it is relative to the actors’ activities. We 


suggest that the impact currently is relatively limited.  


Does acquisition of 3D printers affect firms’ business models and lead to business model innovation? 


The answer depends what we mean by a business model innovation and what type of actor we are 


talking about and. Business model innovation can be understood as an innovation of a firm’s 


business model but also the processes underlying a transformation from one to another business 


model. Alpha, Beta and Gamma are specific instances of 3DP using firms. The customer database has 


a large group of firms that previously were working together design firms for creating mockups, but 


now chose to expand the business and buy one or more 3D printers to move into inhouse 


production. While Alpha is one such company, Beta is a consultant company that makes it easier for 


companies like Alpha to diversify into 3D printers. More specifically, Alpha, which is an established 


company, has expanded its boundaries by increasing the scope of internal activities following the 


purchase of a 3D printer. Alpha now make their own low‐end prototypes and produces some of their 


own supplies. While this has changed some of their activities is has neither innovated their business 


model, nor transformed their innovative processes in a major way.  







For entrepreneurs like Beta and Gamma the situation is different in that the use of 3D printers is a 


necessary for their existence. If we understand a business model as an integrated logic or an activity 


system (Björkdahl and Holmén, 2013; Zott and Amit, 2011) is becomes clear that Beta’s and Gamma’s 


roles as a consultant and a specialized product company hinges on their mastery of 3DP. The Alpha, 


Beta and Gamma case studies indicate that there was not any a need for acquiring additional 


knowledge. This is in line with e.g. Sachs et al. (1992) that the process of production is simplified, 


implying that in required knowledge of specific domains instead may be lowered instead.  


6.	Conclusion	and	further	research	
This paper has analyzed changes in activities and behavior across different types of actors that are 


using 3D printers. The empirical findings showed that the use of 3DP a) lowers the knowledge and 


resource barriers for experimentation and entrepreneurial entry, b) increases product and concept 


prototyping in product development, c) provides a potential for business model innovation by 


expanding the boundaries of the firm upstream and downstream, and d) becomes a ticket for 


entrepreneurial entry. Based on our results, the paper suggests that the potential of 3D printers alter 


user innovative activities is high but most of the potential is latent.  


Democratization of the product and service innovation due to low prices for high quality resources as 


discussed by von Hipper (2004) seems to be on display in this study.  Firms and makers Alfa, Beta, 


Delta and Gamma demonstrate the use of inexpensive 3DP as effective innovation tools allowing 


firms as well as entrepreneurs and home manufacturing makers to improve skills and change 


boundaries.  Delaying the spread of 3DP technologies within companies and education would for 


sure be an abuse of possibilities and a hinder for democratization of product and service innovation. 


This study suffers from limitations in that it is now known how general the findings are or how 
representative the four case studies are. Thus, the empirical illustrations in this study warrants 
deeper and more broad empirical studies. Specific question is what main problems firms starting to 
use 3D printers encounter; to what extent are they technological, business oriented or both?  


Further research will be concentrated exploration of the 3D printer distributers Swedish database to 
further verify the innovation and business model driving capability of 3DP.  The authors will also use 
the database to identify and interact further with different user categories of 3DP to increase the 
understanding of the mechanisms behind new 3DP inspired business models. 
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Organizing Business Model Innovation in Established Firms 


Abstract  
Research focusing on business model innovation tends to either be case-based, studying the 
transformation of a firm’s business model, or normative in terms of how to implement new 
business models. Prior research has tended to neglect the various choices and decisions of the 
organization for business model innovation and the mechanisms that lead to good or poor 
business model implementation performance. This paper identifies mechanisms that influence 
the performance of the business model innovation process. Empirically, the paper draws on two 
case studies of two multinational firms, Skanska and IKEA, and how they organized their 
business model innovation processes. The paper identifies four mechanisms, including search, 
leadership, commitment, and external collaboration, derived from within-case and cross-case 
analysis. The paper contributes to the growing field of business model innovation by showing 
important mechanisms that influence the potential and performance of the implemented 
business model innovations. 


Keywords: Business model, innovation, performance, implementation 
 


1. Introduction 
When managers experience declining profitability in their businesses or discover opportunities 
that do not fit their established business model, they may start to look for new ways of creating 
and capturing value (Chesbrough, 2007; Johnson et al., 2008). How the firm creates and 
captures value manifest itself in a business model. Novel and effective business models that 
replace old ones are believed to have the potential in resulting in improved value creation and 
value capture, and may establish a new way of working (Magretta, 2002; Morris et al., 2005). 
The understanding that the business model can be a source of competitive advantage makes it 
a subject to innovation, meaning that the firm may need to innovate the business model to 
respond to perceived opportunities or threats (Bock et al., 2012; Saebi, 2015).  


Business model innovation is the reconfiguration of activities, resources and ways of working 
and involves fundamental changes in the existing business model, resulting in a business model 
that is new to the firm or to the whole industry (Markides, 2006; Saebi, 2015). Scholars use 
different perspectives when they study business model innovation, e.g. archetype (Giesen et al., 
2007; Lindgardt et al., 2009), origin (Johnson et al., 2008) and degree of innovativeness 
(Bucherer et al,, 2012). Regardless of the perspective, there is an increasing consensus that 
innovating business models is key to the performance of a given business.  


Unfortunately, it is not easy to innovate an established firm’s business model. The efforts of 
established firms to innovate their business models are likely to fail due to different challenges. 
These challenges include; 1) Lock-in that is manifested in switching costs for customers or 
other stakeholders (partners). Lock-in may for example prevent migration of customers and 
partners and create inefficiencies (Amit and Zott 2001) ; 2) Lack of resources or resistance to 
resource allocation to the new business model, if it conflicts with the existing assets and 
capabilities (Chesbrough, 2010; Hadjimanolis, 1999; Tripsas & Gavetti, 2000); 3) Managerial 
cognition referring to the management’s understanding of the opportunity inherent in a new 
business model (Bettis & Prahalad, 1995; Chesbrough & Rosenbloom, 2002). Managers often 
build a dominant logic on how they create and capture value which is manifested in the way 
they filter out information for their decision processes; 4) Organizational structures and 
processes that make management of multiple business models difficult (Björkdahl, 2007; 
Santos et al, 2009; Chesbrough, 2010); and 5) Inertia caused by the system of existing business 







 


model elements and the complexity of their linkages. When there are many interlinkages 
between business model elements, envisioning how change in one or more elements would 
influence the existing complementarities becomes complicated. This creates a challenge for 
estimating performance implications of the new business model ex ante (Lindgardt et al., 2009; 
Stieglitz & Foss, 2015).  


While the challenges explain why firms fail or may be hesitant to change their business models, 
it is clear that business model innovation is an important endeavor. A world-wide study at IBM 
on 765 corporate and public-sector leaders, revealed that outperformers spent much more time 
and resources on business model innovation compared to underperformers (Giesen et al., 2007). 
Acknowledging that business model innovation may be critical to firm’s business success, what 
becomes important is how to organize and implement this type of innovation (Giesen et al, 
2010).  


One way to address how firms organize and manage the implementation of new business 
models (i.e. the process of business model innovation from the initiation to the implementation) 
is to study the mechanism that influence the performance of the implementation of business 
model innovation. The performance of an implementation of a business model innovation is 
understood as how well the process for innovating a business model works. To explain the 
performance of the business model innovation process, mechanisms that influence the outcome 
of the implementation need to be identified and analyzed. Unfortunately, there are currently not 
any well-defined criteria of business model implementation performance in the literature. This 
means that an explanation of the nature and the impact of the mechanisms on the performance 
cannot be generalized. 


We will address this shortcoming in three ways. First, we define business model innovation 
implementation performance to involve 1) the time and the resources spent to launch a new 
business model, 2) whether the business model innovation is in line with the initial intentions 
and 3) to what extent a business model innovation satisfice managerial aspiration levels.1 
Second, we empirically study firms that fulfill these three criteria to explore the nature of the 
mechanisms. Third, we limit our investigation to firms that ‘radically’ change their business 
model and thus encounter substantial internal and external barriers. One case in point is firms 
that move from project-orientation to industrialized activities, moving closer to the domain of 
mass-production. Such a shift will affect the firm’s business eco-system in terms of suppliers 
and customers. The internal organization will also be affected in terms of capabilities, resources 
and incentives.  


These aspects fit the construction industry where some firms attempt to change construction by 
creating and using reusable platforms or modules that can be applied across different settings. 
Empirically the paper explores different mechanisms that influence the performance of business 
model innovation process by going through different set ups for business model innovation and 
analyzing what factors that affect the performance of the implementation. To identify 
mechanisms explaining their failure and success we draw on two cases of business model 
innovation in the firms IKEA and Skanska.  


                                                            
1 The performance of the implementation of the business model innovation refers to how effectively and efficiently 
the established firm manages to switch into a new business model based on its perception and aspiration level. 
Performance therefore refers to the nature of the implementation but it also captures aspects of the performance of 
a launched business model per se in terms of the business model innovation are performing satisfactorily or not. 
The latter deals with how different business models have different performances given for example how they are 
constructed, how well they solve customer problems, their scalability, how the different elements fit together in 
the business model, how well they can appropriate the created value for the customers, and the novelty and 
attractiveness of the business.  







 


2. Methodology   
This paper adopted a case study approach (Eisenhardt, 1989) to study an under-research topic 
on the performance of the implementation of business model innovations. By doing so we were 
interested in the way firms organize and manage the business model innovation process to its 
implementation.  


Empirically the paper draws on two cases related to the industrialization and standardization of 
residential buildings. The first case is based on the firm Skanska, a world leading firm within 
construction and development of residential buildings and their implementation of 
standardization of housing projects. The second case is based on a cross-fertilization of two 
companies’ business models, namely IKEA and Skanska, and their intention to industrialize 
and build low priced homes. While most established business models in construction industry 
is based on project-based, onsite construction, the business model innovations in this article 
were aiming at moving the construction off-site by development and production of platforms 
that could be repeated in different projects through an industrialization process.  


The data for the cases have been collected from multiple sources. The main source of data has 
been in-depth interviews with people at different hierarchical and functional levels, including 
the CEO, CTO, business managers, brand managers, project managers, marketers, sales staff, 
and developers. In total 13 interviews was conducted during the period between 2013 and 2015 
(see Table 1). In addition, a number of shorter conversations and follow up meetings have been 
held except from the interviews. Moreover, articles from trade press, internal presentation and 
workshop materials, and annual reports have been used as additional sources of data.  


We started to analyse the data by using within-case analysis. This was possible because of major 
changes in how the cases were implemented. Especially we could see two different phases in 
both the cases. Since phase one was not successful in the cases, the firms started to change 
things in how they managed the set up and implemented the business models. We analysed the 
cases in order to find mechanisms that we saw had an effect on the performance on the way the 
firms implemented the business model innovations. After the within-case analysis we analysed 
the data using comparative analysis where similarities and differences in the cases were 
identified, to either find new mechanisms of to support the ones we already had identifies. 


Function Number of interviews 
Chief Executive officer- BoKlok  1 
Business manager- BoKlok   1 
Concept and brand manager- BoKlok 1 
Technical and R&D manager- BoKlok 1 
Project manager- BoKlok 2 
Project development manager- BoKlok 1 
Sales manager- BoKlok 2 
Program manager- Xchange 1 
Chief Technical Officer- Xchange  1 
Project manager- Xchange 1 
Business development manager- Xchange 1 
Project development manager- Xchange 1 
Head of Skanska Sweden housing platforms- Xchange 1 


Table 1: Interview persons and number of interviews 


 







 


3. Business model innovation by the means of industrialization in the construction 
industry 


Case 1: Xchange 
Phase 1: 2006-2010 


Skanska Xchange was initiated in 2006 as a concept for standardizing housing projects for 
residential buildings. The opportunity that Skanska realized in 2006 was that there was a huge 
body of knowledge residing in Skanska’s employees which could have been gathered and saved 
in a “knowledge bank” and accessed by everyone. Skanska, as for other construction 
companies, was used to project-based way of working that included planning and solving 
problems onsite. However, that way of working was hindering the knowledge gained from each 
project to be saved and shared in the future if needed.  
 
The main design for Xchange was to create Building Information Models (BIMs) for facilitating 
knowledge sharing and improving collaboration between Development and Construction within 
Skanska; the two main teams involved in residential buildings. The development team deals 
with property development, sales, marketing, administration and everything else that has to be 
done offsite, whereas the construction team consists of people working with the project and 
material onsite. BIMs include information about time planning, scheduling, technical solutions, 
and guide sheets for the construction process to be able to streamline construction. The 
predicted benefits from developing BIMs for the developing team were shorter design and 
planning times, working with fewer suppliers and less resources, and faster development. 
Benefits for the construction team included, less garbage and hazards in terms of safety issues 
onsite, fewer mistakes, and shorter lead-times of the building. In terms of costs, the goal of 
Xchange was to reduce the production costs by 15% by simplifying the construction process. 
This required a radical change in the business model from a project-based way of working to a 
more industrialized way, which required the creation of prefabricated, platform-based solutions 
with better efficiency in design and shorter production times.  
 
Before Skanska Xchange, there was another operation called ModernaHus developed by 
Skanska in early 2000 in order to reduce construction costs and time, and at the same time to 
increase production quality. The concept of ModernaHus was based on creating cost-effective, 
platform-based solutions by a high degree of industrialization and a planned and controlled 
construction process that would work in different places, hence would lead to shorter 
implementation times. The first ModernaHus project was completed in 2005 in Örebro 
(Sweden). However, due to different managerial and structural reasons ModernaHus was not 
always working as planned. One reason was that the people involved in the project had different 
values depending on their functions. Another reason was that not everyone could understand 
what a platform was and according to a project manager “creating platforms without knowing 
what they are was almost impossible”. Moreover, ModernaHus was lacking flexibility in the 
solutions as they were to be very standardized in that only final details were made to be flexible. 
Customers wanted the solutions to be more open and flexible and they did not like to be 
constrained to very limited choices. To compensate, variations were added and built-in onsite. 
The result was much higher costs as well as information and communication problems and 
misinterpretations in terms of roles, responsibilities, and what should be done and when. 
 
The founders and sponsors of Skanska Xchange were some of the Business Unit Presidents 
(BUPs). They started to target the Nordic business units (Denmark, Finland, Norway and 
Sweden) due to similar mentalities in those units. To start they chose a group consisting of key 
managers and external consultants to perform a pre-study. In that study they realized that 







 


Skanska’s decentralized organization and culture might become a challenge for exchange of 
knowledge. Therefore, the BUPs were meeting once every month to support this change 
initiative and to discuss their shared values and to define what they expected to achieve. The 
BUPs put together a diverse team from all the involved units, focusing on customer insights, 
processes, designs, techniques, planning methods and performance measurements to cover both 
aspects of design and construction.  
 
People were divided in three sub-teams of a) requirements, b) components, and c) platforms. 
The work related to what had to be standardized was done by conducting many interviews, 
made by the team working with requirements and supported by a consultancy firm. Selection 
of standardized components was an important part of creating the technical solutions. The team 
focusing on components, had the task of identifying the best existing practices. Their suggestion 
was to go through a formal decision making process where the whole team was allowed to 
agree, disagree or comment on the suggested best practice before it was put into a platform. 
The platform team was focused on the creation of BIMs by measuring, comparing and 
combining the best practices and coming up with the design rules for components and 
interfaces. After a couple of years the BUPs realized that they needed more coordination 
between the component and platform teams. The resolution was to merge the two teams.  
 
The BUPs also realized that they needed to create, educate and execute a new way of thinking 
about residential development; what they called “Platform thinking”.  


“In order to create a lasting change in such a conservative industry it is crucial to influence 
the organizational culture and change the standard way of working”- The CTO at Skanska  


The education team collected the stakeholders’ visions on possible drivers and barriers towards 
Xchange and established different communication channels (including both Nordic and local 
conferences about the BIMs, platforms, processes, etc. as well as expert workshops targeting 
specialists) for better informing the stakeholders about the values of the project and to facilitate 
collaborations. During the first five years 680 people were educated about the Xchange 
solutions. However, the Xchange team faced different challenges during the implementation 
that made the business model innovation not perform as planned.  


In 2008 two platforms (one for single-dwelling with either one or two stories, and one for multi-
storey buildings) were introduced and six pioneer projects were planned. Three projects were 
implementing the single- dwelling (one in Finland with 18 units, one in Norway with 16 units, 
and one in Sweden with 124 units) and three projects were implementing the multi-dwelling 
platform (one in Finland with one building, five floors and 18 apartments, one in Norway with 
two buildings, 5-6 floors and 61 apartments, and one in Sweden with three buildings, eight 
floors and 65 apartments).  


However, in 2009 and during the implementation the line organization itself became a barrier. 
What the BUPs realized was that implementation of platform-based construction required a 
common understanding which was lacking in the line organization as for example the builders 
did not share the same values as the development team.  


“Site managers are used to taking decisions on-site, external clients sometimes have their own 
architects and they have their own way of thinking on how things should be built”- Project 
manager  


Moreover, during the implementation phase and while displaying the Xchange information to 
fit the line organizations the BUPs realized that the platforms would not work across the Nordic 







 


markets as they had different cultures and legislations in different places2. Many projects started 
to deviate because single platforms were not in line with the needs of different markets. As the 
deviations increased, the construction and customer interaction costs increased which made the 
top management less persistent in their support.  


Furthermore, although the top management had played an active role in the beginning, their 
view was too optimistic as they did not consider all the details about construction onsite and 
underestimated the complexity of working with platforms. The change that had to be made in 
different levels of the organization required more time and patience. Moreover, given the large 
size of Skanska, it was hard to decide for the top management who should be involved in the 
standardization process. Depending on where people work, they have different mindsets and 
routines. All in all, it became obvious to the top management team that the continuation of 
Xchange would require some key changes, including more active commitment and effort from 
all involved units. 


Phase 2: 2010-Present 
In 2010 management decided to make two main changes in the set up: to move the focus of the 
operation from the Nordic market to the national markets and to narrow down the scope 
focusing only on technical solutions, leaving time planning, scheduling, etc. out of the scope. 
 
“At Skanska we are used to having large development projects but Xchange was like several 
projects in one … it was unusually large and complex … a new business in three countries, 
covering process, construction and IT systems at the same time”- Project manager  


One of the most challenging works to be done was to transfer the extensive knowledge 
accumulated from the Nordic markets during Phase1 to the national teams. Besides, the initial 
sponsors of Xchange were the business unit presidents but after changing the focus, they had to 
spend a lot of effort in developing a governance model and appointing new national Xchange 
managers. Few of those managers were new to the Xchange team and they wanted to make 
adjustments to the initial idea. A decision was made that at least two platforms were needed per 
country and each local market could market decide which platforms were to be used. In Sweden 
Xchange is still an on-going operation with a new name: Skanska Sweden Bostadsplattformar. 
In Norway and Finland it is still called Xchange and in Denmark all the operations were closed 
down.  


The platform team in Sweden has worked with the concept, combined practices from different 
places and have come up with many components with predefined interfaces. In average, five 
solutions for each component have been designed to repeat in different projects. There are still 
some components without solutions. All solutions need to pass three basic tests: to meet the 
legal, user, and process requirements. The technical team has also expanded from eight people 
during Phase I to 15 people as of today and receives better management support. 


The first project after narrowing down the scope to the local market was implemented in 
November 2010 in Gävle (Sweden) in which 24 apartments were built in two-storey buildings. 
In Sweden, Xchange is a B2B concept only used for Skansks’s own clients (i.e. Skanska 
NyaHem) and not external clients. According to the respondents, external clients (e.g. 


                                                            
2 For example, bathrooms were included in the platform to be prefabricated. However, it was very difficult to 
standardize the layout of a bathroom in a way that it works in different places. In Sweden there are certain legal 
requirements for the area of a bathroom for handicapped people. In Finland customers want sauna in the bathroom. 
All in all, there were too many details in terms of legal requirements in different markets that only let very few 
projects following platform thinking all the way. 







 


communities or housing associations) usually have their own architects with their own way of 
thinking for how things should be built which might not be in line with platform thinking. 
Convincing architects was the most challenging part in the ecosystem. For better 
communicating the values of Xchange, some handbooks were created for architects that helped 
them to understand how the platforms work in terms of size, geometry and construction. 
However, working with external clients becomes challenging as that means new architects will 
be involved in different projects. 
 
Despite all the changes made in the set up during Phase II, still Xchange faces some challenges 
during implementation. Local or regional authorities make it hard to use one single platform 
across different communities. For example in some locations it might be allowed to build higher 
than 30 meters buildings and in other locations that is not allowed. Therefore the number of 
platforms has to increase to make sure that different needs are taken into account. The risk is 
that the process becomes very flexible, and calculation of final costs would become project-
based again. Hence, the developers think that there should be a limitation to what can be offered.  


Another challenge that Xchange faced was related to the sales model. The sales model of 
Xchange is based on fixed price contracts and the agreements about what is to be built is made 
up front. Aiming to decrease the costs by 15% for each project it was calculated how much 
must be saved. Prior to deciding fixed price contracts, Skanska had tried alternative ways such 
as sharing costs, which did not work. However, after implementing different projects the team 
realized that Xchange required a different revenue model. The problem was that Skanska could 
no longer offer adjustments to their offerings when they sold platform-based solutions and that 
made some of the clients disappointed as they felt they could no longer choose what they 
wanted. Today the technical managers believe that they should have differentiated their 
offerings based on the quality they could offer. In platform-based construction, design must 
follow all quality criteria as there is no second chance to fix problems onsite. The result is that 
the platform based approach will give better quality products but with a higher costs in the 
beginning. Added costs in early projects became also problematic internally as performance 
was mainly measured by profitability and cutting costs set by top management’s vision. 
Management’s persistence and support was also believed to be one of the key requirements 
even at times of downturn. 


“The management promised the first profit in six months from the start … It becomes 
problematic if the managers are not willing to walk all the way and support throughout the 
whole process.”- Business development manager 


Today’s status of Xchange is that the process should be reviewed and become more cost 
efficient. For components that yet have no solutions developed, good quality solutions must be 
in place. Lack of solutions for some components makes the total cost become project-based and 
to some extent unpredictable. Managers think that the novelty of exchange is to reuse the 
existing modules instead of designing new modules and despite all challenges, they still believe 
that the idea to standardize is still good. How they do it by use of BIM though requires a huge 
change in organization and it happens only when the organization is ready for such a change.  


ModernaHus and Xchange are both believed to be different experimentations for realizing the 
“right” level of flexibility in platform-based construction. According to a project manager going 
through that type of experimentation is needed when creating a new business but: 


“The problem was not too little experimentation, the main problem was that we did not take 
care of our experiences in terms of sharing our insights with others”- Project manager 







 


Although Xchange started as an operation run by top managers, middle and regional managers 
involved in different projects are considered to be the key people and what is important is that 
their skills and mindsets should be in favor of platform-thinking. At the core, a problem with 
Xchange has been lack of a coherent definition for what a platform is. Understanding the 
concept of platform has been very challenging for different teams and different business units 
over the years and then creating platforms without having a shared understanding on what has 
to be created has been and still is problematic.   


Case 2: BoKlok 


Phase 1: 1996-2010 
BoKlok is another operation at Skanska together with IKEA. BoKlok is based on a platform 
thinking and industrialized solutions and was initiated after two marketers from Skanska and 
IKEA met at a housing fair in Sweden in mid-90s. They both reacted to how expensive and 
luxurious the houses at the fair were which made them almost impossible to afford for low-
income families. At that time, the construction business was strongly influenced by big financial 
crisis in Sweden and construction companies including Skanska were searching for ways to 
differentiate their offers from their competitors and at the same time develop more cost-efficient 
residential projects. Therefore Skanska and IKEA decided to start a collaboration where they 
build quality, affordable homes.  


“IKEA knows how people want to live, and Skanska knows how to build quality homes. A match 
made in heaven”- Brand manager 


They put together a team to investigate the market potential for building affordable homes for 
ordinary people. That team included three people; one interior architect from IKEA, one 
developer from Skanska and one external architect. The team was mainly driven by IKEA and 
they looked at the problem from a different perspective than Skanska was used to. The first 
question that they addressed was “who would be our main customer that we want to satisfy”? 
The team defined the targeted customer segment, inspired by the idea of IKEA’s founder, to be 
families with a single budget who should still be able to afford the final product, for example, a 
single nurse with a child. The second step the team took was to involve a bank analyst for 
identifying the maximum money that such a customer could afford as monthly rent. That 
amount, which at that time was 3000 SEK per month (300 euros), was used as a basis for the 
cost calculations. The next step that the team took was to identify the basic requirements and 
needs of the potential customer for a comfortable house. Many interviews took place with 
customers at different IKEA stores and based on them the team designed the first house concept.  


Already in 1997 BoKlok completed four projects. In early 2000 Skanska’s management 
exported the Swedish concept to Finland, Denmark and Norway which resulted into projects 
with various levels of success. The business in those markets were closed down in 2006 and 
2007. BoKlok was also launched in the UK in 2005 in one project but they did not continue 
after that. In another attempt in 2009, BoKlok gave franchise to a German housing builder to 
do one BoKlok project in Germany but the results were not good. The main reason for BoKlok 
not being successful enough outside Sweden was the strong pricing policy driven from IKEA 
on offering the lowest price which requires a very cost-efficient production process that 
eventually could not be fulfilled in all projects. Another reason was that developing a new 
product in different markets had to be according to the local codes in the respective market and 
which varied from one country to another.  


In Sweden, despite the good start, BoKlok faced some challenges with its volatile 
implementation. At Skanska, BoKlok was treated as ‘just another operation’ and BoKlok 







 


projects were planned only when there was no other project to do. Although all projects were 
done with the BoKlok brand which is owned 50-50 by IKEA and Skanska, the implementation 
including the operations, buying land, developing projects, developing the buildings and sales, 
was fully done by Skanska. IKEA is involved in product development and in marketing, and 
the sales are made at IKEA stores. The Skanska staff involved in BoKlok were however not 
exclusively committed to BoKlok as they were working for different residential development 
businesses at Skanska. Therefore, BoKlok projects were started every now and then when staff 
had free hands from other projects and they felt it was a right time. As a result, BoKlok was a 
very volatile business for many years. This way of project planning became also problematic 
as they lost a lot of money from not feeding the production plant which was allocated to produce 
BoKlok houses. 


The operational managers also believe that one of the biggest challenges with BoKlok was that 
the top management did not have the stamina for a steady investment in BoKlok during the first 
2-3 years. During the years when residential market in general was very good, managers tended 
to put less focus on BoKlok because it was not as profitable as more mature operations. 
According to one of the project managers:  


“In a company like IKEA, it can take them many years before they earn money from a new 
project but at Skanska we are much more short-sighted in that sense which is a challenge” 


The low priority given to BoKlok and not allocating enough resources to scale the BoKlok 
business during the early years also made IKEA’s managers quite concerned about the future 
of their partnership with Skanska. In 2009 Skanska’s management team ran an audit program 
for identifying potential business opportunities for the next 5-years, including BoKlok as one 
possibility. For doing so, they assigned a person to look into different aspects of BoKlok 
business including whether they should continue doing BoKlok projects, if so, where in Europe 
and how the business should be organized. The result of the investigation was that they should 
definitely continue, in any possible market as long as they have an attractive offer with an 
attractive price. Skanska realized that they needed to organize the BoKlok project in a different 
way and to have a structure that secured the involved staff’s loyalty to BoKlok projects. That 
loyalty required a big change in BoKlok’s setup which opened a new chapter in their 
business.     


Phase 2: 2010- present 
In 2010, Skanska’s board decided to increase the focus on BoKlok. To do this, they gave the 
authority to one managers to put together a dedicated team that had passion for working with 
BoKlok in a special unit, in a special place, doing “only” BoKlok projects. A separate business 
unit consisting of about 20 persons was created to be able to give that unit a clear business 
model they made it a company, BoKlok Housing AB. This gave the newly assigned CEO of 
BoKlok the legitimacy for making their own decisions regarding what land to buy, when to 
start a new project, etc. without any direct interfere by Skanska. While the new team is 
ultimately responsible for whatever that concerned BoKlok, the revenue from each project goes 
back to the old original unit inside Skanska. By this way of working the BoKlok team managed 
to make another big change in the setup which was to secure an even and steady flow of projects, 
and hence a steady process flow in the plant.  


Another benefit of forming a team that only works with BoKlok was that people from the 
development and construction teams were not separated anymore and those two functions were 
merged which eliminated the communication and knowledge sharing problems and gave them 
control over the whole value chain. According to the CEO: 







 


“With a clear split between development and construction where the development guys do not 
really have a full understanding of implications of what they develop and construction of it I 
would say it would be impossible to work in a lean way … It is crucial to have both capabilities 
and competences in the same room”  


Today BoKlok is very successful and profitable and the focus for the coming years is to keep 
increasing the production capacity between 10 and 15 percent per year. The management team 
believes that it is the partnership between the two companies that has made the business strong. 
Customers buy BoKlok houses as a quality house because they trust IKEA in producing cheap 
quality products and they trust Skanska in building techniques. Moreover, the partnership with 
IKEA has made it possible for the employees to be more open with changing their values, 
mindsets and way of working. Although BoKlok Housing AB is completely owned by Skanska, 
still having it as a separate company has also made it possible to establish a tailored culture of 
working. According to the CEO of BoKlok Housing AB: 
 
“For the employees at BoKlok, myself included, I feel as a BoKlok employee and I take my 
values equally from Skanska and IKEA”. 


Since 2011 BoKlok operations have restarted in Norway and Finland as well. The next step is 
to scale the business even further, out of the Nordic region and doing so, countries with both 
the need and potential for BoKlok concept have been identified. However, there are still some 
obstacles in BoKlok’s path towards scaling up the business is new markets such as difficulties 
for finding suitable lands in different countries which would allow cost-efficient productions. 
Another challenge is to find long-term partners that have the willingness to do BoKlok projects 
in markets where Skanska does not have its own operations. As BoKlok aims at increasing the 
production capacity by 15 percent each year, their franchise partners should also have the 
possibility to increase their capacity respectively.  


4. Discussion 
Comparing the process of business model innovation inter-case and intra-case, the critical 
events that caused the firms to change how they organized business model innovation or the 
differences between the cases in terms of the management of the business model innovation 
leading to different performances give rise to some interesting results.  


The difference between the cases were influenced by four mechanisms. The mechanisms are 
motivated and discussed empirically in terms of how they affected the performance of the 
business model innovation processes.  


4.1 Search  
When the potential for improving the value creation or capture is realized by managers, they 
begin to search for business model alternatives that incorporate the desired change. Results 
from the cross-case analysis of the two business model innovations underline that managers’ 
approach to search and evaluate the business model alternatives has influenced the performance 
of business model innovation processes.  


The idea for BoKlok was born in Sweden in 1996, when managers identified an unserved 
market segment (i.e. small families with low incomes that could not afford buying expensive 
houses). Building on data from their targeting customers, managers realized that one way for 
building houses so that those customers can afford to buy them, was by prefabrication and 
industrialization of the building process. The first generation of BoKlok houses were built in 
1997 in four projects in different parts of Sweden and they were extremely well-received by the 
Swedish market. However, when in early 2000 the Swedish concept was exported to Finland, 







 


Denmark and Norway, the results were unsatisfactory. Management in the new markets asked 
the Skanska organization to build exactly according to the specifications of the Swedish concept 
without evaluating the concept based on real data on local markets’ preferences and regulations. 
Arguably, an early online evaluation across the market would have allowed Skanska to change 
their business model to better fit the different contexts. Instead, the result was that the 
businesses in those markets were closed down in 2006 and 2007. Similar attempts for exporting 
the BoKlok concept to the UK in 2007 and to Germany in 2009 were equally unsuccessful as 
Skanska did not perform an online evaluation prior to full scale operations. 


Realizing this mistake, in phase 2 when BoKlok operations restarted in Finland and Norway 
Skanska included a pilot phase where the local managers started with evaluating the business 
opportunity of the BoKlok concept. This included a thorough market analysis as well as 
mapping the potential business model and relating it to a product plan. The potential business 
model was then tested in a pilot project. Based on the successful pilot, a detailed plan to scale 
the business was launched.  


Despite having a different point of departure (i.e. realizing an internal problem with lack of 
knowledge exchange between the developers and builders), Xchange also became an initiative 
for industrializing the building process so that the information from building projects could be 
saved and re-used. The decision for developing two platforms during the first phase and 
implementing them in Nordic markets made by the BUPs was not based on real data from 
customers or users, rather it was based on an advice from a management consultancy firm. 
Moreover after those two platforms were designed, they were not evaluated in different markets 
prior to implementation. Thus, despite the extensive education program that Skanska performed 
with the help of the consultancy firm, when in 2008 six projects were implemented in Sweden, 
Denmark, Norway and Finland, none of the projects performed well. In line with the literature, 
a mechanism that influences the performance of the implementation is how firms search and 
evaluate for their business model innovation. Specifically, managers approach for identifying 
alternative business models is characterized by forward-looking or backward-looking search 
(Gavetti & Levinthal, 2000) where the performance can be explained by type of search process. 
Forward-looking search is based on managers’ mental models and their cognitive perceptions 
of the relations between their choice of action and its outcome. Backward-looking search is 
rooted in the accumulative knowledge on prior choices made and their outcomes, residing in 
the managers’ experiential wisdom. What Skanska’s managers realized in both Xchange and 
BoKlok was that the key to decrease the construction costs was to build in a way that they could 
repeat. Their forward-looking, cognitive search for a business model that allowed repetition, 
led to changing the production process by developing prefabricated, ready-to-assemble 
platforms which was a new way of working for them. The problem was not the forward-looking 
approach per se, but the way it was tested and evaluated.  


Hence, we argue that implementation of a new business model without an accurate evaluation 
is likely to lead to poor performance. The evaluation of the generated alternatives based on 
cognitive or experiential search should be carried out either offline or online (Gavetti, 2005), 
depending on whether or not the evaluation engages the “real world”. Offline evaluations do 
not engage the real world (for example the customers) in the assessment activity and they draw 
on the managers’ ‘imagination’ of the possible outcomes. Online evaluations draw on data from 
testing the business model alternative on the real market (Gavetti, 2005). Our analysis 
underlines that lack of offline or online evaluation prior to large-scale implementation of 
Xchange in all markets resulted in poor performance and high cost of failure. Moreover, 
implementation of BoKlok business model outside Sweden by trusting the online evaluations 
in the Swedish market also led to poor performance.  







 


Following the changes made in phase 2 of BoKlok, we believe that forward-looking search 
accompanied by an offline evaluation to ensure the feasibility of the new business model in the 
respective market, and followed by an online test prior to large-scale implementation, has 
driven good performance of the business model innovation.  


4.2 Leadership   
The explanation of the performance of business model innovation depends on the organization 
of the process of the focal firm. For BoKlok, despite the great success of its projects in Sweden 
and the extreme demand from the market, up until 2009 BoKlok projects were not prioritized 
and they were only planned and conducted when there was no other project to do which resulted 
in a very volatile business.  


The on and off attention from Skanska made IKEA questioning Skanska’s seriousness with 
BoKlok business. In 2009, after Skanska found that the potential of BoKlok to be very 
promising in terms of increasing the scale of operation, the pressure from IKEA resulted in that 
BoKlok became a separate organization with a new management board and operations separate 
from the rest of Skanska.  


This paper therefore highlights the importance of leadership on the performance of business 
model innovation; while lack of leadership during the first phase of BoKlok led to waste of 
different utilization opportunities, the new leadership in 2010 boosted the level of dedication to 
BoKlok business. The CEO believed that “You won’t become good in something unless you do 
it over and over again”. The CEO put together those developers and builders that believed 
industrialization is ‘the’ way to work, and asked them to fully dedicate their time to BoKlok 
projects. Since then the production capacity at BoKlok has increased by 15-20 percent every 
year. Thus we further underline the critical role of leadership in assuring focus and commitment 
to the new business model and its implementation.  


The relation between poor performance and the leadership of Xchange during the first phase is 
striking. When the BUPs had the shared leadership of Xchange, they assigned a group of key 
managers and external consultants to perform a pre-study, looking into different parts of 
Skanska’s business and evaluating the potential of Xchange. The result of their pre-study was 
that there was definitely room for improving exchange of knowledge between different parts of 
Skanska. On the other hand, they also acknowledged that Skanska’s decentralized organization 
may become a barrier to adoption of a new way of working. However, by ‘assuming’ similarity 
in mentality and cultures among the Nordic markets, it was decided that Xchange would be 
focused on Nordic markets simultaneously. Despite that BUPs dedicated a lot of time and 
investments on preparing the long organization for implementation, when in 2009 it was 
decided that Xchange platforms could not be used in all markets, the leadership of Xchange 
was divided and national Xchange managers were assigned to have the full responsibility of 
driving Xchange forward in their respective market under the supervision of the Nordic BUP 
forum. Some of these managers had critical objections to how things were done in Xchange and 
they wanted to do things differently in their respective market.  


We argue that centralized leadership of business model innovation in a decentralized 
organization has been destructive for the performance of Xchange. As the leadership of business 
model innovation involves a high degree of change management, we further argue that 
delegation of decision making to local managers for implementing required changes and 
adapting the business model innovation according to their respective markets drives better 
performance.  


 







 


4.3 Commitment  
When Xchange was launched in six projects in 2008, site managers, architects, and builders 
showed great resistance (Bucherer et al., 2012) towards the changes that Xchange brought to 
their ways of working. What the BUPs realized was that having technical platforms designed 
and ready by the developers was not enough for successful implementation, as the builders were 
not as committed as the developers to work with Xchange. The Project manager told us:  


“In the construction industry, it is like you have your own company in your project, site 
managers have lots of freedom to make decisions onsite […] when we started with 
standardization, we were totally against the construction culture and we didn’t know that”   


At the operational level the development and the construction teams did not share the same 
routines and values in work which led to lack of commitment, thus lack of willingness to change 
in the construction group which negatively influenced the performance of Xchange.  


Close collaboration between development and construction teams in the case of BoKlok has 
provided a basis for a balanced adaptation to the new business model, and both teams are 
equally committed to BoKlok’s business. According to the CEO of BoKlok: 


“We are the only operation that works with both development activities and construction 
activities inside our plant. All other parts of Skanska are divided, so you are either a 
development guy or a construction guy” 


Moreover, on the top management level, commitment to the business model innovation 
manifests itself in the degree of time and resource dedication to the new business model. Our 
analysis highlights that commitment of top management to Xchange decreased over time 
because managers did not have the stamina to keep investing in the project, despite low 
performance in the beginning, and adapting the organization to the culture and routines required 
for the new business model to work. In contrast, commitment to BoKlok’s business was high 
first, due to the presence of an external partner, IKEA, and second, due to the change in the 
leadership of BoKlok in 2010 which saved the new business model from previous carelessness 
of managers.  


4.4 External collaboration  


The history of BoKlok underlines two important effects of having an external collaborator on 
the performance of business model innovation; the effect it has on commitment, and on the 
design of the new business model.  


Our study shows that partnership may lead to increased dedication, thus commitment to 
business model innovation, thus better performance. This is because the two parties involved 
in the partnership become obliged towards one another to fulfill their share of responsibilities. 
One of the reasons that in 2010 the top management at Skanska assigned a person to investigate 
the business potential of BoKlok was that Skanska did not want to lose the partnership with 
IKEA as a result of not dedicating enough time and resources to BoKlok projects during the 
early 2000s. The outcome of that investigation was the creation of BoKlok Housing AB, fully 
dedicated to BoKlok business which made the two companies even more committed to their 
shared business and their obligations towards its success.  


Moreover, we show that the design of the new business model in the presence of partnership is 
characterized by cross-fertilization of the two underlying business models of Skanska and 
IKEA, in that BoKlok’s business model utilizes the best business model elements of its two 
creators. For example BoKlok took the ownership of one of Skanska’s factories, which made 
the production planning more efficient.  On the other hand, all sales are made at IKEA’s 







 


warehouses which led to creation of a new sales model in line with IKEA’s mindset, giving an 
equal chance to all interested customers based on a lottery system.  


What the CEO of BoKlok believes today is that the business of BoKlok would have not come 
through if it was not for the partnership of Skanska and IKEA:  


“I truly believe that it is the combination of the two companies that has made BoKlok strong in 
many aspects. I think it is the connection to IKEA that makes the affordable price trustworthy” 


Worth to mention is that partnership may create lock-in that can negatively influence the 
performance. For example, during Phase1 one the main reasons for BoKlok projects not being 
successful in markets other than Sweden was the strong pricing policy driven from IKEA’s 
business model which required a very cost-efficient production process. In Finland managers 
did not really understand the importance and value of this and in Norway this was not even 
possible because of the price of the lands.    


Table 2 summarizes the evidences used for showing the role of each mechanism on the 
performance of business model innovation. For each mechanism, the upward pointing arrow is 
used when the respective mechanism has driven good performance and the downward pointing 
arrow is used when the respective mechanism has led to poor performance.  


5. Conclusions  
This paper contributes to the business model literature by exploring the relationship between 
the organization of business model innovation and the performance of the implementation of 
the business model innovation. The three applied criteria for business model innovation 
performance were: 1) the time and the resources spent to launch a new business model, 2) 
whether the business model innovation is in line with the initial intentions and 3) to what extent 
a business model innovation satisfice managerial aspiration levels. This paper explored 
mechanisms that influence the performance of the implementation of business model 
innovation, drawing on two cases of business model innovation at firms Skanska and IKEA.  


We identified four mechanisms; search, leadership, commitment, and external collaboration. 
First, we showed how search affected performance in in two ways; Shifts to forward looking 
search allowed managers to move out of their comfort zone for new ways of value creation and 
capture. Shifting the type of evaluations during implementation was found to be essential, in 
particular the need to evaluate offline or online prior to large-scale online implementations.  


Second, we highlight the role of dedicated and committed leadership in supporting and 
protecting business model innovation. The results from the case studies indicate that successful 
leadership of business model innovation in multiple markets must involve division and 
delegation of decision making authority to local managers. Third, we show that unbalanced 
commitment at the operational level leads to unwillingness to change and adaptation to the new 
business model. The case studies indicate that separating the new business model from existing 
operations and creating a new team that is focused on the new business model increases 
dedication and commitment to the implementation of the business model innovation leading to 
better performance. Fourth, we show that collaboration with an external partner influences the 
direction of search for business model innovation. Partnership also creates an obligation and 
sense of responsibility for each party that increases commitment to business model innovation.  


This explorative study has focused on the domain project-based industries attempting to 
industrialize their activities where the firms run into a number of barriers internal and external 
to the firm. We suggest that the findings may be generally relevant within this domain but the 
results may not be transferable to other context.  
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Reimagining the extracurricular business plan competition through the incorporation 
of effectuation 


 
Abstract 


This paper focuses on the extracurricular business plan competition (BPC), a common feature 
on university campuses worldwide. While such competitions seek to engender 
entrepreneurial learning and start-up activity there is growing scepticism regarding their 
utility, largely as a result of overemphasis on the written business plan which can be 
counterproductive to achieving entrepreneurial activity and learning which competitions seek 
to encourage, raising the question what a more appropriate model might be. The paper 
explores the conceptual rationale for such a view, against the backdrop of an effectual turn 
within entrepreneurship and suggests how effectuation could be translated and embedded 
within competition practice and provision. A key assertion is that emphasis within 
competition provision should shift from the action of business plan production toward 
business implementation. Five guiding principles are offered defining how an implementation 
competition could be operationalised, embedding implementation in the ‘here and now’ of 
competition experience rather than assuming it may follow in the future. It is argued that the 
‘implementation competition’ would be better placed to achieve current BPC objectives, 
reducing action deferral and promoting the idea that ‘anything is possible within the context 
of now’, encouraging a more seamless transition between competition participation and post-
competition entrepreneurship. 
 
Introduction 
The extracurricular Business Plan Competition [BPC hereafter] endures as a common feature 
on university campuses worldwide (Lange et al, 2007; McGowan and Cooper, 2008; Russell 
et al, 2008). This is symptomatic of efforts to embed entrepreneurship education within 
extracurricular contexts and advocation of the business plan as an advantageous educational 
and start-up tool. BPCs seek to engender entrepreneurial learning and start-up activity 
(Gailly, 2006; Roldan et al, 2005; Russell et al, 2008). Despite the ritualistic primacy of the 
business plan within BPCs, the utility of business plan development as a tool for 
entrepreneurial learning within education and an action within new venture creation is the 
focus of growing scepticism (Bridge and Hegarty, 2013; Bridge and O’Neil, 2013; Daxhelet 
and Witmeur, 2011; Dew et al, 2009; Honig and Karlsson, 2004; Jones and Penaluna, 2013; 
Levie et al, 2009; Whalen et al, 2012). 


BPCs lag behind such developments, predicated upon overemphasis of the importance 
of a written business plan (Dean et al, 2004; Lange et al, 2005; 2007). Similarly is its 
centrality within new venture creation, which does not always present as logical, rational and 
linear process of opportunity recognition and exploitation (Bhide, 2000; Harmeling, 2005; 
Read et al, 2011). Imbalanced representation of the entrepreneurial process perpetuated 
through strong business plan emphasis could accordingly be counterproductive to achieving 
the entrepreneurial activity and learning which competitions seek to engender, concerns 
which are validated through observations that BPC participants tend to defer pursuit of start-
up activity post competition (McGowan and Cooper, 2008; Hegarty, 2006; Russell et al, 
2008). Such issues render the future of the extracurricular BPC and the possibility for 
evolved and reinvigorated provision an area worthy of focus. 


This paper aims to explore, conceptually, the rationale for such a view, against the 
backdrop of an effectual turn within the field of entrepreneurship (Dew and Sarasvathy, 2002; 
2003; Sarasvathy, 2001, 2004, 2008; Sarasvathy and Dew, 2005, 2007; Sarasvathy et al, 
2009; Read et al, 2011; 2009). Effectuation theory and research views entrepreneurship as a 
means-driven, non-predictive and anti-rational decision-led process (Sarasvathy, 2001, 2004, 







2008; Sarasvathy et al, 2009; Read et al, 2011). It suggests how effectuation could be 
translated and embedded within extracurricular competition practice and provision, asserting 
that the emphasis within competition provision should shift from the action of business plan 
production toward business implementation (Lange et al, 2005; 2007; Watson et al, 2014), 
providing a valuable mechanism for incorporating effectuation. 


The is paper seeks to contribute by offering how an implementation competition could 
be operationalised, presenting five key principles which would underpin and guide provision. 
Embedding implementation in the ‘here and now’ of competition experience rather than 
assuming it may follow in the future, renders the ‘implementation competition’ better placed 
to achieving current BPC objectives, reducing action deferral and promoting the idea that 
‘anything is possible within the context of now’.  The ‘implementation competition’ thus 
encourages more seamless transition between competition participation and post-competition 
entrepreneurial activity. Such an approach invites competitions to be attuned practically to 
the entrepreneurial process, moving beyond business plan creation to new venture creation. 


As the emphasis and popularity of extracurricular entrepreneurship education shows 
no signs of abating, the conceptualisation presented seeks to afford practical value and 
applicability for those seeking to reinvigorate competition provision. The paper proposes 
some guiding principles of the ‘implementation competition’ in an attempt to offer a timely 
contribution given limited application of effectuation as an approach to shape on-going 
provision and evolution of extracurricular entrepreneurship education (Dew et al, 2009). In 
doing so, the authors seek to contribute to a conversation developing within current research, 
regarding extracurricular entrepreneurship education, their various modes of provision and 
role in stimulating entrepreneurial learning (Pittaway et al., 2011). 


In introducing the ‘implementation competition’, the paper critically reviews then 
juxtaposes the extracurricular BPC, business plan and effectuation literature streams, a 
juxtaposition which forms the basis for discussion of incongruities emergent from the 
literature, before seeking to reconcile these within the implementation competition principles 
presented. 
 
Extracurricular entrepreneurship education and the business plan competition 
phenomenon  
Extracurricular entrepreneurship education is considered to complement and enhance 
curricular-based entrepreneurship education (Edwards and Muir, 2007; Rae et al, 2010; Vij 
and Ball, 2010). However, despite the predominance of such provision, its role and impact 
have largely been ignored in the entrepreneurship education literature (Pittaway et al, 2011), 
resulting in a key form of such provision, the BPC, remaining unchallenged (Florin et al, 
2007; Russell et al, 2008).  


The rationale guiding BPC provision is the stimulation and support of entrepreneurial 
behaviour and new venture creation (Randall and Brawley, 2009; Roldan et al, 2005; Russell 
et al, 2008), essentially affording students opportunities to engage in start-up and venturing-
related activity (McGowan and Cooper, 2008). Accordingly, through an experiential 
emphasis, BPCs are espoused as valuable vehicles for entrepreneurial learning, offering 
participants learning opportunities deemed conducive to successful start-up (Jones and Jones, 
2011; Russell et al, 2008; Sekula et al, 2009). Henceforth, entrepreneurial competency 
development and application are often positioned as integral to the competition format (Bell, 
2010; Randall and Brawley, 2009; Russell et al, 2008). Inevitably the business plan is central 
to the competition offering, ‘the best selected for some form of final stage’ (McGowan and 
Cooper, 2008; p31). Such plans are subsequently judged on their viability, rewarding those 
which could theoretically be venture backed (Randall and Brawley, 2009). Consequently, a 
winner-looser connotation is inherent to the BPC notion and format.  







A university setting with incorporation of external stakeholders and real world 
elements facilitates a semi-market place environment (Bell, 2010), in which BPCs provide a 
bridge between educational and market place contexts (Russell et al, 2008). Accordingly, the 
BPC often encompasses elements which supplement business plan production (Hegarty, 
2006; Russell et al, 2008), notably mentoring, judging, skills workshops, feedback, 
networking, pitching and PR opportunities. Such elements are considered to encourage 
competencies deemed conducive to engendering perceived feasibility towards entrepreneurial 
action (Florin et al, 2007). In parallel, this also allows participants to learn from other 
competition stakeholders (McGowan and Cooper, 2008; Roldan et al, 2005). As a 
consequence the facets of the competition experience and its value become paramount.  


BPC participants typically exhibit nascent entrepreneurial characteristics (McGee et 
al, 2009), rendering it important that such nascence is harnessed and transferred into action, 
particularly as those who actively self-select engagement into extracurricular 
entrepreneurship education are considered to demonstrate higher propensity to engage in 
entrepreneurship activity beyond higher education (Matlay, 2006). The start-up rhetoric of 
the BPC is questioned, however, with action post competition often deferred until an 
undetermined date (Dean et al, 2004; Bell, 2010; McGowan and Cooper, 2008). Instead, the 
benefits derived from participation are taken forward and applied in other contexts such as 
employment (Russell et al, 2008), often because the participant is not ready or lacks the 
resources perceived necessary to pursue start-up (Hegarty, 2006). 


Widespread adoption of the BPC is a tangible outcome of the popularity and 
embracing of a business plan paradigm within universities (Honig, 2004; Souitaris et al, 
2007). However, justification for this rhetoric is questioned, amidst concern of the business 
plan’s overemphasised importance (Dean et al, 2004; Gailly, 2006; Lange et al, 2007; 
Randall and Brawley, 2009), which moreover detracts from the primary objective of new 
venture creation (Dean et al, 2004). Lange et al (2005; p6) accordingly question whether 
business plan centrality unduly rewards those with ‘beautiful conceptual plans’ rather than 
those ‘implementing actual businesses’. This presents a quandary, as to how new venture 
creation can be cultivated within the competition context given the centricity of the business 
plan, particularly when coupled with concerns and developments about the utility of the 
business plan within the broader entrepreneurship education and entrepreneurship domains.   
 
The problematic nature of the business plan in entrepreneurship education and the 
entrepreneurial process  
The limited research to date suggests that students who participate in entrepreneurship 
education programmes display significant differences from those who do not in terms of 
attitudes and intentions towards entrepreneurship (Pittaway and Cope, 2007). Yet there is 
little understanding about how the range of content, techniques and strategies, along with 
participants’ own prior experience, impact or determine attitudes and intentions (Fayolle and 
Gailly 2013), necessitating entrepreneurship education to review critically extant approaches 
and to develop and apply new approaches. Consequently, questions around the value of the 
business plan as a tool in this activity are clearly raised (Richbell et al 2006).  


Responding to requests from the Quality Assurance Agency for Higher Education in 
the UK (QAA, 2012) a framework guide reflecting the challenges students faced in studying 
about or studying for entrepreneurship was developed. It suggests that ‘entrepreneurship 
education focus on the development and application of an enterprising mind-set and skills in 
the specific contexts of setting up a new venture, developing and growing an existing 
business, or designing an entrepreneurial organisation’ (QAA, 2012: p8). This guide posits 
that as students work through the stages of enterprise awareness, entrepreneurial mind-set and 
entrepreneurial capability to achieve entrepreneurial effectiveness, the focus of learning shifts 







from transmission or passive learning to problem solving and active engagement. To enhance 
effectiveness entrepreneurship education might usefully focus, therefore, on venturing 
projects that are real, intensive, interdisciplinary, iterative and hands-on (Barr et al 2009; van 
Burg, et al 2008; Kuratko 2005). An approach advocated is one which de-emphasises the 
business plan and incorporates deliberate check-points in student learning, structured around 
significant blocks of time for engagement.  


However, strong pro-business plan rhetoric endures in the theory and practice of 
entrepreneurship education (Daxhelet and Witmeur, 2011), symptomatic of this being widely 
promoted as an essential prelude to entrepreneurial action (Lourenco et al 2012; Delmar and 
Shane, 2003). The utility and logic of the business plan within the context of how 
entrepreneurs think and act is increasingly questionable (Honig and Karlsson, 2004; Karlsson 
and Honig, 2009; Read et al, 2011), particularly whether there is sufficient evidence, despite 
what Richbell et al (2006) suggest, to support a view that business plan possession is 
indicative of venture success (Delmar and Shane, 2003; Honig, 2004; Linan et al, 2010). 
Whilst some believe the business plan remains a cornerstone of balanced entrepreneurship 
education provision (Gibb, 2002; Matlay, 2006; Souitaris et al, 2007), growing consensus 
suggests inclusion within provision is as much about ritual and pedagogical viability (Honig, 
2004) as about yielding start-up activity (Whalen and Holloway, 2012).  


The logic underlying the business plan is based upon prediction of the nascent 
ventures anticipated future through market research, forecasting, strategizing so as to procure 
the resources necessary to optimise action (Whalen and Holloway, 2012). Paradoxically, 
however, the production of a detailed business plan pre start-up has been deemed of less 
value than commonly perceived (Lange et al, 2004, 2007; Honig and Karlsson, 2004; 
Karlsson and Honig, 2009), prematurely curtailing rather than supporting new venture 
development (Read et al, 2011). Much of the information needed for business plan 
production is unknowable until implementation, as it is only through seeing what ‘works’ 
over a period of time that risks and feasibility can be assessed with any certainty (Bridge and 
O’Neil, 2013; p247). Rather than a ‘plan to operate’ mantra it may be more beneficial to 
‘operate to plan’ whereby the emphasis and effort expended on planning and analysing 
opportunity is reallocated to getting started through pursuit of opportunity and building 
momentum (Read et al, 2011). To render the business plan completely redundant, however, 
would be misjudged as this remains useful or indeed expected when in pursuit of support and 
investment for an emergent venture (Daxhelet and Witmeur, 2011; Lange et al, 2005). 
Nevertheless, whilst it may remain apt for some emergent ventures, for others it can be 
considered an imposed hurdle to overcome in order to be legitimised by those supporting new 
venture development, notably banks, advisers, support agencies, academics, business trainers 
or investors (Bridge and O’Neil, 2013; Honig and Karlsson, 2004).  


The issue of why business plan-centric extracurricular entrepreneurship education 
remains strongly promoted becomes further pertinent when considering the overestimation of 
the power and importance of a business plan-led approach within the entrepreneurial process 
and entrepreneurship education (Daxhelet and Witmeur, 2011). Exclusive attachment to the 
business plan could unintentionally constrain rather than support the thinking and 
entrepreneurial learning conducive to venture start-up considerations being made (Bridge and 
O’Neil, 2013), moreover stifling entrepreneurial action and momentum. The notion of a 
business plan may thus generate false impressions of an approach to venture creation which 
may not follow the process of start-up for many, leading to calls for a much needed re-
evaluation of the strong business plan emphasis within extracurricular entrepreneurship 
education delivery (Lange et al, 2005, 2007).  
 







If you cannot plan what can you do? Effectuation as an alternative yet complementary 
paradigm 
Despite its nascent research category status (Perry et al, 2011), effectuation holds promise as 
a paradigm which could inform the renewed thinking needed for extracurricular 
entrepreneurship education. Having attracted growing attention within the field of 
entrepreneurship (Sarasvathy, 2008; Read et al, 2011; Dew et al, 2009; Wiltbank et al, 2009), 
effectuation is viewed a useful theoretical lens for unpacking and comprehending the 
complex process of opportunity emergence, development and implementation (Baron, 2009; 
Goel and Karri, 2006). The idea of two opposing models of the entrepreneurial process has 
been strongly made by Sarasvathy and colleagues (Sarasvathy, 2001, 2003, 2008; Sarasvathy 
and Dew, 2005, 2007; Sarasvathy et al, 2009; Read et al, 2011; 2009), who systematically 
compare and contrast their ‘effectual model’ with the ‘causation model’.  


The causation model has long dominated the field of entrepreneurship and common 
understandings of the entrepreneurial process, such a process being depicted as initiated 
through the identification, recognition, or discovery of an opportunity and portrayed as a 
series of tasks which include undertaking extensive market research and detailed competitive 
analyses which inform the development of a business plan. This plan is used to guide the 
acquisition of the resources and stakeholders necessary for venture implementation (Read et 
al, 2011). Such a model heavily implies entrepreneurship to be a systematic and sequential 
process. An effectuation model by comparison is considered cyclical. It challenges 
assumptions that systematic acquisition and analysis of information occurs within the 
previously stated bounds, instead preferring to accommodate the transformation of 
opportunities and possibilities rather than predetermining what that outcome might be (Goel 
and Karri, 2006; Sarasvathy, 2004). This visualisation is considered more apt in the dynamic, 
nonlinear and natural environments in which entrepreneurs often find themselves 
(Sarasvathy, 2001), particularly during start-up, which by nature of its inherent 
unpredictability, renders exercising strategic principles of prediction and control unfeasible 
and inappropriate (Read et al, 2011). 


Effectuation emphasises creating opportunities and taking action within the 
entrepreneurial process, utilising the means rather that goals one has. Accordingly, the 
entrepreneur takes ‘a set of means as given and focuses on selecting between possible effects 
that can be created with that set of means’ (Sarasvathy, 2001; p245). The end product is not 
fixed, but a work in progress determined by the resources one currently has available or 
which can be easily cultivated (Dew et al, 2009; Read et al, 2011; Sarasvathy, 2008). This 
sentiment manifests as belief that the process of start-up can be achieved in uncertain 
situations by doing what you can with the things you have available rather than attempting to 
assemble what you do not (Read et al, 2011; Whalen and Holloway, 2012). 


‘Means’ pertain to one’s current reality, assets, beliefs and context rather than what 
their ideal world might be (Harmeling, 2005). These are ascertained by one asking ‘who I 
am?’, ‘who I know?’ and ‘what I know?’ (Sarasvathy, 2008; Read et al, 2011). The resultant 
readily available and intangible resources constitute the beginnings of entrepreneurial 
endeavour, utilised by the entrepreneur through taking action and creating new ends, albeit 
new ventures, products, services and markets (Read et al, 2009). Such a creative and 
transformative approach to the entrepreneurial process acknowledges that ‘entrepreneurs do 
more than simply recombine existing resources or transfer them from their current use into 
one that yields better returns. In reality he or she creates or transforms, thereby generating 
new opportunities from mere possibilities’ (Read et al, 2011; p5). Courses of action and their 
subsequent outcomes are dependent upon the means available at a given point in time, 
resources which can be drawn upon in the making of future opportunities.  This rejects the 
emphasis placed upon relentless pursuit of the perfect entrepreneurial opportunity, 







considering it unnecessary and overemphasised (Read et al, 2011; Sarasvathy, 2001; 2008). 
Opportunities, by contrast, are considered proactively made rather than discovered.  


Business plan production can be considered inherently reliant upon predictive top-
down logic at the expense of emergent effectual logic (Daxhelet and Witmeur, 2011). 
Effectuation purports that uncertainty is inherent to the entrepreneurial process and should be 
acknowledged as such. Would-be entrepreneurs could benefit by not being overly focused on 
precise longer-term strategic planning and subsequent execution, in preference for shorter-
term informal planning and immediate and actual action through marketing and selling 
activity and thus implementation (Bridge and O’Neil, 2013; Read et al, 2011; Sarasvathy, 
2001). It is when entrepreneurs take their offering to interact with and gain buy-in from their 
nearest potential customers and other stakeholders, utilising the things they already have or 
know, that new ventures, products and markets which are of stakeholder value come to 
fruition as part of a ‘journey of creation’ (Read et al, 2011; p64). This journey determines 
objectives, courses of action and their outcomes rather than vice versa (Dew et al, 2009; 
Sarasvathy, 2008). 


Effectuation acknowledges the benefits of co-creation through building partnerships 
and collaboration with customers, suppliers, employees, partners, prospective competitors 
even before objectives are decided (Read et al, 2009). Engendering such commitment from 
stakeholders can then determine what course the venture will take (Sarasvathy, 2008). 
Stakeholder interaction can also enable valuable feedback and learning opportunities, 
particularly as such learning is often trial and error in nature. Engagement can also reduce 
uncertainty and enable one to expand resources which can be drawn upon to arrive at new 
goals and idea refinement (Harmeling, 2008; Read et al, 2011). Much research fails to 
distinguish between planning as a dynamic activity and the plan as an output, the former not 
always needing the latter. The conflation of planning and plan is not necessarily the right 
approach: effectuation is accommodating of planning. Effectual reasoning occurs not at the 
expense of but in addition to casual reasoning (Sarasvathy, 2001), with both likely to occur 
simultaneously (Goel and Karri, 2006). Kraaijenbrink (2008) echoes this in claiming a better 
explanation of entrepreneurial behaviour is yielded by utilising effectuation and causation 
models, thus stimulating attention to the ways these models are similar or dissimilar and how 
they can best be combined.   


Whether causation or effectuation is deemed suitable depends upon one’s situation 
and circumstances (Bridge and O’Neil, 2013). Effectuation, because it assumes 
unpredictability and goal ambiguity in situations when such requirements are not satisfied i.e. 
where a market is established and human action is not the predominant force for shaping the 
future a causal decision model, may be deemed more apt. However, as this often occurs when 
a venture has matured, effectuation presents as being a logical, natural and helpful approach 
in the early stages of venture development, where the future is highly uncertain and precise 
objectives unknown (Bridge and O’Neil, 2013;Harmeling, 2008; Read et al, 2011). This 
alludes to a bigger issue that the use of effectual logic alone is unlikely to be conducive to 
entrepreneurial success (Read et al, 2009) and should not be considered second best to 
causation. Consequently it is asserted that the two approaches can sit alongside each other 
(Sarasvathy, 2001), occupying a medium ground whereby the extent of planning undertaken 
is tailored to the venture’s idiosyncratic circumstances and need not necessarily necessitate or 
result in the production of a business plan. Rather it is based upon what could be done as 
opposed to imposing rigid structure on the future development of an opportunity (Bridge and 
O’Neil, 2013).  


Despite the espoused benefits of effectuation within new venture creation, it is 
suggested that successful and experienced entrepreneurs are more likely to utilise effectual 
logic relative to novices who tend to ‘go by the textbook’ and exercise predictive logic (Dew 







et al, 2009; Baron, 2009; Read et al, 2011). Obviously participants of entrepreneurship 
education are more likely to fall into the novice rather than successful and experienced 
category, rendering it important to understand how they might become more akin to 
successful entrepreneurs in their logic so as to increase their likelihood of success (Baron, 
2009). One way of facilitating such a shift towards everybody being able to ‘think and act 
like an entrepreneur’ (Read et al, 2011, p52) is by integrating teachable and learnable 
effectual strategies within entrepreneurship education (Wiltbank et al, 2009). However, the 
effectual turn within the entrepreneurship field has yet to fully make inroads into the 
development of entrepreneurship education provision (Bridge and O’Neil, 2013; Dew et al, 
2009) and there is still much to be done in cultivating such shift. It is pertinent at this juncture 
to consider effectuations potential toward facilitating such development. 
 
Contradictions between the rhetoric of extracurricular business plan competitions, 
business plans and effectuation 
Combined, the prior work and respective literatures reviewed give rise to a number of 
incongruities which undermine BPC --provision in its current guise. BPCs are perceived to 
enable participants to experience and engage in real-life entrepreneurial activity and 
opportunities (McGowan and Cooper, 2008; Roldan et al, 2005). However, the very essence 
of BPCs with an inherent emphasis upon business plan production might reinforce the idea of 
a standardised process to be followed. However, the entrepreneurial process is often not 
logically sequenced, rational or planned, hence BPCs are vulnerable to presenting a partial 
account of the entrepreneurial process by privileging centrality of the business plan (Bhide, 
2000; Harmeling, 2005). Participants should know that there are other legitimate courses of 
action and these should be embedded within the competition experience. Through strongly 
emphasising the production, development and judging of business plans, the BPC could be 
perpetuating the idea that a special idea and perfect plan is conductive to successful 
entrepreneurship. Furthermore, placing too much significance upon finding or waiting for the 
perfect idea or opportunity to emerge (Read et al, 2011) might deter or preclude those with 
ideas which might otherwise have the potential to develop through competition participation.  


BPCs reinforce a depiction of the entrepreneur as the hero of a well-implemented 
business plan engaged in the highly strategic endeavour of entrepreneurship (Harmeling, 
2008), negating that the entrepreneur will often move into business implementation with little 
planning and, thus, without a business plan as an output of this activity (Read et al, 2011). 
Consequently, the principles underpinning business plan production are inherently more 
suited to mature or stable organisations than the new ventures. For those creating new 
ventures there is little certainty about the course which might be taken, rendering it difficult 
to predict and thus plan. As BPCs are aimed at those at an early stage in venture 
development, it might reasonably be queried whether the participant is producing a plan ‘for 
the sake of it’. A broader ramification is that the action of start-up sought is actually stifled 
rather than promoted. Furthermore, whilst business ideas can often be revered for their 
potential in theory they can prove less practical when implemented in practice. Focusing too 
heavily on the business plan might be at the expense of a valuable window of time which 
could be used to action ideas and opportunities, so as to ascertain or realise any potential,  


Onus upon the business plan within BPCs might be considered to promote rigidity 
and constrain the transformative nature of the entrepreneurial process, particularly as 
entrepreneurs often start out with an array of ideas which, when exposed to external 
influences, change in ways not anticipatable at the outset (Harmeling et al, 2005). When 
deeming entrepreneurship to be ‘less about vision and more about the journey of creation’ 
(Read et al, 2011, p64) it is difficult to predict which are likely to be the success stories as 
these only make sense retrospectively. To attempt to predict the likelihood of success from a 







plan potentially based on the unpredictable may be considered misguided, reinforcing 
misconceptions about a success-failure dichotomy within the process of entrepreneurship. 
The prevalent business world sentiment of worshipping winners whilst forgetting or looking 
down upon losers (Politis and Gabrielson, 2009) is engrained within the BPC format, a 
consequence of judgements being made on the basis of the business plans submitted. This has 
important ramifications in relation to the influencing of attitudes and perceptions connected 
to success and failure, which may influence and direct a participant’s decision of what to do 
with their nascent venture post competition.  


Notable attention is predominately directed at the success stories arsing from BPCs. 
Experiencing success at the opportunity stage through participating in a BPC could have 
wider benefits. As is found to be so in the broader process of entrepreneurship, early success 
can enable the entrepreneur to feel prescient (i.e. that they have knowledge of events before 
they take place and therefore the future can be predicted) as well as omnipotent (i.e. that they 
have the power to do and achieve anything and so the improbable can be achieved) (Read et 
al, 2011).  Conversely, worthy of consideration are those who do not achieve competition 
success, which one might associate with failure. Despite failure often serving as a good and 
worthwhile learning experience, there is a propensity, particularly in UK society, to view 
failure as bad, both socially and financially (Read et al, 2011). It logically follows that one’s 
plan being judged as unsuccessful within the competition context may underpin further 
deferral of action beyond participation, potentially perpetuating fears that in light of rejection 
in a competition, any implementation is also likely to be unsuccessful.  


Pursuit of entrepreneurial action is often curtailed by misconceptions about the nature 
of the entrepreneurial process and insecurities, perhaps that skills are not held, an idea does 
not have merit, resources are unavailable or fear of failure (Read et al, 2011). It is imperative 
that any competition process serves to negate rather than reinforce such sentiments. Currently 
the BPC might feed such insecurities and hence be counterproductive to facilitating 
entrepreneurial action through promoting a distorted view of entrepreneurship. This is 
particularly relevant when one considers that many entrants use such considerations to justify 
deferring any start-up action, post-competition, until an undisclosed future point, favouring 
pursuit of more traditional employment opportunities (McGowan and Cooper, 2008). As 
deferred action may never occur, it ought to be considered how competitions can be devised 
to allay insecurities and transfer deferral into action before other external influences dilute the 
strength of the participation experience in shaping decisions. Incorporating effectuation may 
be a viable way of achieving this, such principles inspiring action in situations where 
resources are scarce. This is particularly pertinent given that a perceived lack of resources can 
perpetuate deferral of action post competition (Hegarty, 2006).  


In summation, several key issues emerge from the literature reviewed. First, BPCs 
have been widely utilised as an extracurricular education mechanism to promote venture 
start-up; however, they may serve to promote deferral of such action post competition. 
Second, it is suggested that the business-plan centric nature of the competition and its 
underpinning logic, offer only a partial account of the broader entrepreneurial process, 
particularly given the growing emphasis upon effectuation. This may be inherently 
counterproductive to promoting entrepreneurship. Third, considering what is known about the 
business plan and its value for effecting appropriate entrepreneurial learning amongst 
students, the business plan within the context of the extracurricular BPC must be considered 
wanting. It is pertinent, therefore, to explore how these issues can be reconciled through more 
explicitly incorporating effectual principles to facilitate a shift towards the implementation. 
To that end, the paper now presents five principles which, through the medium of the 
business implementation competition, are suggested will guide competition provision in a 
much needed new direction. 







Outlining the key principles of the implementation competition 
Principle 1: Encouraging the participant to “do” rather than “plan to do” 
The action of business plan production assumes less emphasis in the implementation 
competition (Lange et al, 2005; 2007). Instead, the action of implementation becomes the 
uniting principle of the competition. Implementation does not require a business plan (Bridge 
and Hegarty, 2013; Read et al, 2011), therefore, the only prerequisite for participation should 
be that every participant enters with a possibility for venture. By championing possibilities 
rather than the inherently more definite idea or opportunity (Sarasvathy, 2008), emphasis is 
on planning as an activity and less on the plan as an output, not upon perfection, but on 
something that can be worked with within the competition context. Seeing that the possibility 
is actionable by undertaking action within the context of the competition thus becomes the 
crux of the implementation competition.  This would break down barriers to entrance, 
particularly amongst those who have a possibility which they may not feel able or willing to 
plan for. 


The competition operates on the assumption that every prospective participant, albeit 
a team or individual, have ‘means’ immediately available to draw upon with respect to ‘who 
they are’ ‘what they know’ and ‘who they know’ (Harmeling, 2005; Sarasvathy, 2001; Read 
et al, 2011; Dew et al, 2009). Assisting participants to appreciate that they have such means 
and that these can be harnessed to provide action now within the context of competition is, 
therefore, critical. The competition, thus, provides an outlet for action whereby participants 
would ‘test the waters’ for their possibility with some implementation activity, with the onus 
being upon how far the possibility can be developed and implemented using their 
aforementioned means. This is built upon the belief that such action enables an appreciation 
of feasibility more so than would getting a plan down on paper (Bridge and O’Neil, 2013). As 
the elements provided by the context and competition experience in tandem with the 
implementation will allow iterative development of who they are, what they know and who 
they know, it is intended that the participant’s repertoire of means will expand through 
participation. 


With action central to the entrepreneurial process (Sarasvathy, 2008), regardless of 
the resources owned (Timmons and Spinelli 2009), an appropriate context for action within 
the competition experience is imperative. Involving the wider community within which the 
university is situated provides a semi-marketplace context (Bell, 2010) for implementation 
within the competition experience, moreover, affording important authenticity. Such context 
would reinforce the implementation competition’s position as not a purely academic activity. 
An academic link, however, is that the competition draws from the university setting, such a 
setting facilitating a low-stakes environment and scaffolding for the implementation 
undertaken. 


As business plans have some level of utility and are indeed expected when in pursuit 
of support and investment (Daxhelet and Witmeur, 2011; Lange et al, 2007) which might be 
needed for venture implementation, it would be wrong to completely discard them within the 
implementation competition. Accordingly the business plan becomes an optional element of 
the competition, guided by whether the participant deems it apt as a means for action in 
developing and implementing their offering within the context of competition, for example, 
in order to gain commitment to their venture from stakeholders. By reducing the emphasis 
placed on the plan, the competition moves away from a ‘fail to plan – plan to fail’ mantra. As 
inevitably one is less inclined to do something if they think they are going to fail, this is 
particularly important. Participants might feel that without a business plan they are destined 
to fail, or that any implementation action needs to be guided by the production of the plan 
which when produced needs to be slavishly adhered to with any deviation conducive to 
successful implementation.   







 


Principle 2: The competition experience remains central  
The prospective ‘experience’ can incentivise extracurricular entrepreneurship competition 
participation, rendering it essential that this be central to the implementation competition 
offering. Essentially, one’s self-selection to participate in extracurricular entrepreneurship 
education might indicate there is already some level of motivation to pursue entrepreneurial 
activity (Matlay, 2006): the role of the competition experience is to maintain and strengthen 
this. The experience, therefore, encompasses implementation activities which support the 
development of possibility, namely marketing and selling activity (Bridge and O’Neil, 2013). 
Such a format aims to promote interaction of the participant and with the wider environment, 
so that the competition experience becomes semi indicative of the context the participant 
might find themselves in post competition  


The implementation competition retains the competitive element which currently 
defines the BPC (McGowan and Cooper, 2008). However, reduced focus on the business plan 
necessitates consideration is given to how the competition might be judged. Judgement, it is 
envisaged, could valuably be based upon participants presenting the development of their 
possibility through their implementation activities. Prizes might, thus, be given for progress 
and development of the entrepreneur themselves from a competency and trait perspective, the 
potential of the possibility, the success of sales and marketing activity undertaken and/or the 
level of stakeholder commitment elicited within the context of the competition timescale. 


Principle 3: Supporting transformation of participant and possibility 
As every competition participant is idiosyncratic, the implementation competition builds in 
space for the participant’s own aspirations to be recognised and emotions to be 
accommodated, so that the experience can be used by the participant to facilitate the 
attainment of these needs, rather than dictating or potentially inhibiting those requirements. 
Moreover, the participant is facilitated to tailor the context of the competition and conversely 
their competition experience to their needs as participants as part of a journey of creation 
(Read et al, 2011).  


The implementation competition is accessible to nascent ideas in the sense that all one 
needs to enter is a possibility for venturing which they are prepared to action within the 
competition context. This champions the notion of transformative possibilities (Goel and 
Karri, 2006; Sarasvathy, 2004). Consequently, the participant need not feel ‘tied’ to their 
entrance possibility: instead, the possibility should be perceived as a work in progress, which 
can and should be explored and developed in interaction with the competition setting and 
wider environment. Such experience might allow for the evolution of the participant and 
possibility in ways which could not have been planned for, particularly through interaction 
and feedback from competition stakeholders (Harmeling, 2005; Read et al, 2011). This 
provides a learning opportunity for the participant and a means for stakeholders to contribute 
to the evolution of the participant’s possibility, as informal co-producers (Sarasvathy, 2008). 
Time and space for the evolution and development of possibility within the implementation 
competition is, therefore, valuably built into the competition experience.  


Principle 4: Engendering stakeholder buy-in and involvement  
In maintaining but also enhancing the semi-market place context which BPCs encompass 
(Bell, 2010; Russell et al, 2008), implementation competition provision will retain heavy 
reliance upon buy-in and commitment from the wider business community. Facilitating 
communication with others involved in the competition set-up, but also everybody who they 
know (Sarasvathy, 2008), should afford relationships and collaborations which may be 
mutually beneficial in terms of bringing expertise, funding or technology to the participant’s 







possibility. This extends to the availability of mentoring opportunities which would aim to 
provide participants with guidance around the implementation of the nascent possibility.  


Partaking in implementation activities as part of the competition experience provides 
opportunities for the participant to interact and potentially elicit commitment to their offering 
from potential stakeholders, partners, suppliers and customers within the competition set-up, 
but also in the wider environment of the competition. Through doing so the implementation 
competition seeks to cultivate a breeding ground for collaborative opportunities (Sarasvathy, 
2008) between already established businesses and competition participants, whereby both 
have something to offer and gain. This, it is envisaged, could incentivise business 
involvement in and sponsorship of the competition.  


Principle 5: Promoting fluidity between competition participation and post-competition 
endeavour  
Promoting the idea amongst its participants that “anything is possible within the context of 
now”, the implementation competition should be designed in a way which promotes less of a 
gulf between the competition experience and post-competition endeavour. A focus upon what 
the participant is going to do with the action of implementation undertaken within the 
competition context going forward can reinforce the idea that each participant can run with 
their possibility post-competition using what they have at this current point in time. As 
misapprehension and uncertainty about the nature of entrepreneurial endeavour often 
influences the decision to abandon or defer entrepreneurial action (Read et al, 2011), the 
implementation competition aims to facilitate the participant’s next-step beyond competition. 
Hence, the competition format endeavours to raise awareness amongst participants that they 
are already ‘doing something’ with their possibility on a crude level within the context of the 
competition. Moreover, the aim should be to engender the idea that continued pursuit of the 
possibility, post competition, is achievable and should not represent so much a big decision to 
be made but, rather, a less daunting natural progression or small next step which takes 
forward any momentum gained from implementation achieved within the competition.  


Through such momentum, the implementation competition seeks to leave the 
participant with an ‘it’s difficult to walk away from this venture’ sentiment, the intent being 
that they will be more incentivised and perhaps find it harder to abandon continued 
implementation of their possibility post competition than if no implementation had taken 
place. It is important that the participant perceives that continued pursuit of their possibility 
does not necessitate an all-or-nothing choice be made between pursuit of one’s possibility or 
employment, as it is feasible and practical that the former could be managed in conjunction 
with the latter. More broadly, this places emphasis upon it being the participant’s choice of 
direction and control over the future course their possibility should take, rather than perhaps 
waiting fruitlessly for future optimal conditions to dictate such direction further down the 
line.   


It is beneficial to promote the idea that the experience of participation transcends the 
timeframe of the actual competition, remaining with the participant as something which can 
be drawn upon to cultivate action in going forward post competition. Henceforth the 
competition experience becomes a ‘means’ which the participant can draw upon (Sarasvathy, 
2008) – part of who they are [through heightening awareness of their traits, tastes and 
competencies], what they know [through providing learning opportunities, expertise and 
experience] and who they know [through giving rise to new social and professional 
networks]. These applicative benefits transcend start-up and even if the possibility is 
discarded post competition participants can utilise aspects of the experience which are of 
benefit to their own needs and requirements going forward.  
 
 







Conclusion 
This paper aimed to offer a translation of how effectuation theory could be integrated into 
extracurricular BPC practice as a way of promoting evolved provision, an evolution which is 
timely, given the reservations levelled at business plan production as a learning tool and 
activity within education and venture start-up, respectively. Through the medium of the 
implementation competition, the emergence of effectuation within the field of 
entrepreneurship could offer untold value, heralding a long-overdue change of emphasis 
within extracurricular BPC provision and affording the competition agenda a valuable new 
direction. Hence, this paper has implications for both theory and practice of extracurricular 
entrepreneurship education. 


The paper makes a key contribution in suggesting how this new direction could be 
achieved. The emergent principles laid out are, thus, designed to provide an outline for the 
implementation competition. This offers a means of integrating effectuation without 
compromising the elements which afford the BPC its status as a popular mechanism of 
extracurricular entrepreneurship education. The implementation competition represents an 
attempt towards the extracurricular competition agenda reflecting and embracing both the 
causation and effectuation models of the entrepreneurial process. Thus, the competition 
transcends entrepreneurship as a planned rational and linear process and entrepreneurship as a 
non-predictive, anti rational and decision-led process.  


Such an approach does not negate the need for business planning as a dynamic 
activity but of the business plan as a static outcome of such activity, demanding distinction 
between the business plan and business planning, the latter being accommodated within the 
mobilisation of effectuation within entrepreneurship education. Reducing emphasis on the 
business plan, the implementation competition exercises preference for action now. 
Promoting exploration, development and implementation of possibilities using the elements 
provided by the competition experience generates momentum considered conducive to post-
competition entrepreneurial activity. Moreover, this addresses concern that BPC participants 
defer start-up activity post participation, hence it is potentially better suited to achieving the 
overarching goal of cultivating entrepreneurial activity and learning which guides 
competition provision.  


Finally, this paper sets the scene for valuable further research, which might 
beneficially look at mobilising the implementation competition in practice. This could afford 
practical advice about how to mobilise the change toward helping competition participants 
experience entrepreneurship in both planned and non-predictive ways. 
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Critical Reflective Practice (CRP) 
- A critical tool for Entrepreneurial Learning 


 
Abstract 


 
The area of Entrepreneurial Learning has yet to be sufficiently researched. This paper 
explores the role that Critical Reflective Practice (CRP) plays in entrepreneurial learning and 
reports the findings from research into experienced entrepreneurs’ learning experience. Data 
was collected from eight serial and portfolio entrepreneurs in a two part semi structured 
interview style. The results show that experienced entrepreneurs use CRP effectively in their 
learning, especially in the process of entrepreneurial experience accumulation. Few useful 
lenses have been discovered with which entrepreneurs doing critical practice. Based on the 
data analysis, three models have been proposed:  1) Relationship between CRP and 
entrepreneurial experience accumulation; 2) Conditions trigger the Critical Reflection 
Process; 3) Entrepreneurial Critical Reflection Lenses. The research results indicate that CRP 
could be one of the very important tools in understanding entrepreneurship and it may also 
help entrepreneurial learning and teaching. Further in-depth and detailed research in 
Entrepreneurial Learning is needed in order to develop this important and unique area. 
 


Introduction 
 
Cope (2005) suggests that entrepreneurial learning could be an important domain to be 
studied from a new Dynamic Learning Perspective. However, entrepreneurial learning is not 
only poorly understood but also lacks sufficient theory development (Cope & Watts 2000; 
Minniti & Bygrave 2001; Rae & Carswell 2000). Many researchers suggest that in order to 
understanding entrepreneurial learning, there must be an analysis of the experience and 
behaviour during the entrepreneurial learning itself. Some researchers use the existential 
phenomenological paradigm to engage with the interviewees in order to gain their experience 
within the context of real life (Cope 2003; Thompson, Locander & Pollio 1989). This paper 
explores the learning experience in order to find the relationship between entrepreneurial 
learning and Critical Reflective Practice (CRP)  
 
CRP has been developed in teaching and learning in high education(Brookfield, SD & 
Brookfield 1995), as a very important tool to enhance practical learning. It is also adopted by 
many other professional educations, such as the medical training and learning activities(Mann, 
Gordon & MacLeod 2009). Guided by existential phenomenological paradigm, Cope (2003) 
was one of the first researchers found that entrepreneurs engage reflection on critical event in 
entrepreneurial learning. With this finding, Cope had worked on many aspects of 
entrepreneurial learning and proposed few new concepts and frameworks of Entrepreneurial 
Learning theories until his tragic death in 2010(Pittaway & Thorpe 2012).  
 
Cope (2005) proposed many possible research questions on the possible relationship between 
CRP and Entrepreneurial Learning such as what trigger the entrepreneurs to reflect, when 







 


they reflect and how entrepreneurs behave in reflection. Unfortunately these questions have 
been left fairly unexplored since then. In order to answer these unexplored questions, a 
two-part qualitative interview has been designed to collect feedback from serial entrepreneurs 
around these questions. The reason the interviews are being conducted in two parts is to get a 
greater overall understanding of the relationship between CRP and Entrepreneurial Learning. 
 
The findings of this research will contribute to the understanding of Entrepreneurial Learning 
from the angle of CRP. Three models of entrepreneurial learning through critical reflection 
have been suggested. These models will provide both nascent and experienced entrepreneurs 
a useful guideline to understand themselves and their venture, and to hopefully achieve 
success or at least avoid serious failure.  
 


Literature review 
 
Entrepreneurial Learning  
Entrepreneurial Learning has attracted considerable attention however it is still relatively 
under-studied in comparison to other aspects of entrepreneurial research (Karataş-Özkan 
2011; Wang & Chugh 2014). Researchers such as Cope (2005) emphasis the importance of 
research on entrepreneurial learning as a perspective in understanding of entrepreneurship 
although this represents the difficulty and complicity of research on entrepreneurial learning. 
In addition, resistance in the essential entrepreneurial trait domain basically excludes 
entrepreneurial learning as a possibility (Cope 2005; Deakins & Freel 1998). 
So far, there are two major developmental areas of Entrepreneurial Learning. The first is from 
the epistemological and cognition perspective, where researchers focus on individual 
entrepreneur’s learning (Cope 2005; Cope & Watts 2000; Kolb 2014; Minniti & Bygrave 
2001) and small and medium enterprise (SME) learning (Anderson, V & Skinner 1999; 
Clarke et al. 2006; Deakins & Freel 1998). The second is to follow the entrepreneurial 
process theory (Bygrave & Hofer 1991) and focus on the learning experience during different 
activities, such as opportunity exploration and creation of the new venture (Harrison & Leitch 
2005; Holcomb et al. 2009; Rae 2005; Roscoe, Discua Cruz & Howorth 2013). There are also 
many other researchers who study Entrepreneurial Learning by focusing on particular aspects 
(Anderson, AR 2005; Krueger 2007; Lundmark & Westelius 2014; Matlay & Wing Yan Man 
2006) however these studies are mostly fragmented (Wang & Chugh 2014).  
More interest has been attracted into Entrepreneurial Learning in the last two decades, with 
the development of entrepreneurial education (Timmons & Spinelli 1994) however claims 
that the entrepreneurial learning process still lacks sufficient theories and conceptual 
frameworks (Cope & Watts 2000; Minniti & Bygrave 2001) continues to be true.  
Many researchers suggest that the entrepreneurial process does not stop after new venture 
creation, and continues throughout the life of the company. Therefore research on 
entrepreneurial learning should continue throughout the entrepreneurial process beyond the 
establishment of the new venture (Cope & Watts 2000; Reuber & Fischer 1999). Researchers 
have to explain how the entrepreneur learns as an individual and the venture develops 
knowledge as an organization. The learning has to cover learning before, during and after the 
new venture is formed and carry forward until the exit of the entrepreneur.   







 


 
Critical Reflective Practice (CRP) 
Critical Reflective Practice has been widely studied in higher education including 
investigations into reflection for student learning (Ash & Clayton 2004; Eyler 2002; Harvey 
& Baumann 2012; Richardson & Maltby 1995). According to Boud, Keogh and Walker (1989, 
p18) “Reflection is a form of response to the learner’s experience” and “Experience consists 
of the total response of a person to a situation or event: what he or she thinks, feels, does and 
concludes at the time and immediately thereafter”. “Reflection is an important human activity 
in which people recapture their experience, think about it, mull it over and evaluate it” (Boud, 
Keogh & Walker 1989, p19).  
Understanding that reflection helps in learning, more higher education scholars have called for 
a move beyond simple reflection towards deep, critical and holistic reflection (Bleakley 1999; 
McArdle & Coutts 2003; Smith 2011). Critical reflection moves beyond just reflective 
thoughtfulness and considers “wider historic, cultural and political values or beliefs in framing 
and reframing practical problems to which solutions are being sought” (Hatton & Smith 1995, 
P.539).  


Important as it is, the way to define Critical Reflection in high education is still contestable, 
Brookfield, SD (2000) pointed out that critical reflection comes from four traditions of 
criticality which are: ideology critique, identification and reappraisal of inhibitions acquired 
in childhood as a result of various traumas, analytic philosophy and logic, and the role people 
play in constructing or deconstructing their own experiences and meanings. Therefore, 
Critical Reflection is not simply feeling what had experienced, evaluating it and rebuilding 
the understanding of it, it purposely and critically researches and revaluates the so-called 
generally accepted but unjust ideologies, concepts, theories, believes and common truths. In 
this research the definition from Brookfield, S (1998, p197) is used: 
“Critically reflective practice is a process of inquiry involving practitioners in trying to 
discover, and research, the assumptions that frame how they work”  
 
Teachers doing CRP through four lenses 
Conducting a critical reflective practice is not an easy job, because “no matter how much we 
may think we have an accurate sense of ourselves, we are stymied by the fact that we are 
using our own interpretive filters to become aware of our own interpretive filters” 
(Brookfield, S 1998, p197). Therefore, “to become critically reflective, we need to find some 
lenses that reflect back to us a stark and differently highlighted picture of who we are and 
what we do.”(Brookfield, S 1998, p197) 
 
The Four Lenses approach was promoted by Brookfield, SD and Brookfield (1995) to guide 
the teachers in incorporating CRP into teaching activities.  
a) Lens 1: Our Autobiography as a learner of practice. This is to reflect into how our own 


learning experience is formed in order to guide how we should teach. 
b) Lens 2: Our Learners’ eyes. This is to get the feedback and comments from students’ 


learning experience in order to improve the way we teach. 
c) Lens 3: Our Colleagues’ Experiences. This is to engage with other teachers and share 


teaching experience with them, in order to achieve a better understanding teaching by 







 


mirror what other good teachers doing. 
d)  Lens 4: Theoretical Literature. This is to read and explore the theories relate on teaching 


in order to enhance our entire understanding of teaching as field of knowledge.    
 
The concept of reflective lenses is borrowed in this research to identify the CRP exercises the 
entrepreneurs have in their learning activities. 
   
Critical Reflection in Entrepreneurial learning 
Higgins, Smith and Mirza (2013) noted the value of reflexivity for entrepreneurship 
education and defined reflexivity as a constant process of questioning your own ideas and 
assumptions as well as others’ ideas and assumptions. Easterby-Smith and Malina (1999) 
suggest that reflexivity moves beyond merely reflecting on the past as it involves actively 
considering the implications of observation for future practice.  
For entrepreneurs, Cope (2003) also emphasizes the importance of additional reflection and 
also distinguishes a type of reflection which may be more efficacious for entrepreneurs as 
“reflection that was fundamental and deeply challenging and, therefore, significantly different 
from more routinised or ‘simple’ reflection.” (Cope 2003,P444). Cope (2003) also 
recommended that critical reflection is particularly important and unique in entrepreneurial 
learning, because “during the early stages of business growth the entrepreneur and the 
business are inextricably linked.”(Cope 2003, p429).  
 
Using critical incident theory Cope and Watts (2000) investigate the role of experience and 
reflection for small business owners. Although working with a small dataset, they found that 
entrepreneurs need proactive reflection in order to interpret critical incidents and learn how to 
learn, thereby advancing the entrepreneur to higher levels of learning. Start-up 
entrepreneurs/small business owners as well as entrepreneurs leading independent innovative 
projects within corporations are therefore recommended to focus on critical reflection of 
opportunities and problems in the entrepreneurial process (Cope 2003).  
 
Marsick and Volpe (1999) suggest that critical events for entrepreneurs are the ‘jolts’ from the 
internal or external environment that lead to heightened awareness and reassessment of their 
situation that may also lead to new learning which inform action. A jolt, in the context of 
organizational learning, is “new regulation, a new competitor, market downturns, new 
technology, customer dissatisfaction or new demands, a new idea, a new vision, or some 
other change in the status quo” (Watkins 1996, p92). The trigger for such a jolt, for example, 
could be a new taxation law which creates a crisis for an entrepreneur who must reflect on 
previous failures and successes and also on the adjusted environment in order to change their 
behavior (Deakins & Freel 1998). 
 
Critical points for reflection: mistakes, crises and failures 
Several scholars suggest that failure is an important source of learning for entrepreneurs 
(Callander 2011; Cope 2005; Shepherd 2003; Smilor 1997; Sosna, Trevinyo-Rodríguez & 
Velamuri 2010) and such notions seem to resonate with the views of entrepreneurs (Bricklin 
2001; Politis & Gabrielsson 2009). Furthermore, there is some initial evidence that reflection 







 


facilitates such learning (Politis 2008; Politis & Gabrielsson 2009) 
 
Cope (2005) finds that entrepreneurs take a restoration-orientation approach to failure which 
is predicated on reflective action. Instead of taking a loss orientation, which can be overly 
introspective and unhelpful, by reflecting, entrepreneurs foster a generative and re-energizing 
outcome. Shepherd (2003) suggests that entrepreneurs can recover from failure and maximize 
the learning value of the failure through grief recovery strategies like articulating grief, 
recognizing grief symptoms, and recovering with oscillation between grief and restoration 
orientations. 
 
Just as with complete business failure, entrepreneurs’ day-to-day failures involved with trial 
and error may also involve critical reflection. Trial and error involves learning from both 
failures and successes and for entrepreneurs this may involve a similar process to a product 
development example explained by Callander (2011) and depicted in Figure 2 below. This is 
described by Blank (2013) as a process of understanding customers’ inputs “testing 
redesigned offerings and making further small adjustments (iterations) or more substantive 
ones (pivots) to ideas that aren't working.” (Blank 2013, p67)  
 
Through the literature view and in order to improve our understanding of how entrepreneurial 
learning takes place, the following research questions have been designed for this research: 
 
1) How do entrepreneurs learn? 
2) What is the relationship between CRP and Entrepreneurial Learning? 
3) What are the lenses of CRP in Entrepreneurial Learning?  


 
 


Methodology 
 
1) Selection of the sample. 


Experienced entrepreneurs are likely to provide richer data on learning, as they have 
accumulated greater amounts of learning throughout their careers. They are also likely more 
qualified as an entrepreneur by the different definition too and therefore the findings on 
experienced entrepreneur learning would be more representative to the understanding of 
entrepreneurial learning. When doing selection of samples for this study, the investigator 
focused on experienced entrepreneurs which included portfolio entrepreneurs (i.e., 
entrepreneurs who simultaneously manage two or more businesses, which they at least partly 
own, and serial entrepreneurs (i.e., entrepreneurs who have started more than one business, 
but may not currently be involved as an owner (Westhead, Ucbasaran & Wright 2005). 
Consequently, eight experienced entrepreneurs were interviewed in Australia. 
 
2) Research Methodology 


As research on CRP in Entrepreneurial Learning is still in its early stages, a qualitative 
approach is advisable. The investigator interviewed entrepreneurs on two separate occasions, 
the first of which focused on the entrepreneur’s own accounts of their learning experiences 







 


without priming them about any specific techniques or processes. Similar to a 
phenomenological approach, the interview aimed for an unbiased account by asking why or 
how type questions (Thompson, Locander & Pollio 1989). The second interview in contrast 
specifically focused on the elements of CRP and whether, and if so how, these elements relate 
to the entrepreneur’s learning experience. Both interviews were semi-structured, but the 
involvement of the interviewer differed markedly between the two interviews. 
 
3) Analysis of the Data 


The first round analysis of the data was conducted with open coding based on the 
transcription by focusing on the information which related to: attitude, comments related to 
entrepreneurial learning; what knowledge/skills the interviewees mentioned in the interview; 
from where they gained knowledge and skills; whom they learned it from; by what process 
they conducted the learning. During this stage, the researcher read and coded using pen and 
paper and followed the procedure of reading, coding, thinking, reread, recoding and finally 
comparing the coding from different transcriptions. This exercise gave the researcher an 
opportunity to rethink the relationship among learning subjects, entrepreneurs and the process 
of conducting the learning in order to get a better understanding of what the interviewee was  
saying and the meaning of this.  
 
Coding on CRP statement 
Borrowing the Four Lenses from Brookfield, S (1998), in this research, the researcher 
adopted the similar definition of autobiography, peers and theory lenses, defining other lenses 
by which group the entrepreneurs had engaged with. The Autobiographical lens applies to the 
learning and reflection process involving the entrepreneurs themselves without interaction 
with other people or resources. The Theory lens refers to the learning of the entrepreneur 
when they engage with written theories in order to gain new and higher levels of 
understanding of a business-related issue.  
 
In addition, the computer-assisted qualitative data analysis software NVivo 10 (QSR 
International) was used in order to minimise human bias in terms of the accuracy of the 
interpretation of the data. NVivo also increases the transparency of the analysis. Evivo 
provide a good tool to organize the data as well as assisting in analysing the main themes and 
discovering the relationship among them.  
 
 


Research Findings 
 
Part 1 
The purpose of Part 1 of the interview was to collect learning experiences and stories from 
the serial and portfolio entrepreneurs. In this part of the interview, the researcher did not 
mention anything about the reflection. It is important to analyze the data to see if there is 
evidence of CRP use before making deeper inquiries on how to use it. In this part, the main 
focus is on research question 1 
 







 


Research Question 1: How do entrepreneurs learn?  
 
Interviewee’s comments on entrepreneurial learning 
 All the interviewees strongly expressed their enthusiasm and passion for learning. They 


expressed their desire to learn new things, and were therefore not concerned about 
exploring strange concepts and were prepared to take a risk in order to learn beyond their 
current knowledge base.  


 They also expressed that as frequent learners, they are learning almost every day. This 
may take the form of reading a book, talking to other people, read the magazine or 
learning from the internet.  


 Other important comments they made were in reference to their attitude towards 
mistakes. What seems to drive these experienced entrepreneurs is learning from 
experience in order to move forward towards the goals they set for themselves.  


 
This result contradicted Frankish et al. (2012)who found that entrepreneurs do not really learn 
although they said they do.  
 
What procedure do entrepreneurs use in learning? 
The data captured many comments from the interviewees the types of activities they are 
doing whilst reflecting and how often they engage with critical reflection whilst during their 
work and entrepreneurial practice. These comments were coded with CRP shown from all the 
interviewees. The comments are supported by stories captured in their report on the issues 
they faced and the analysis and reflection they did, as well as the changes they made after the 
learning experience. Most importantly, this research found the same evidence as Cope (2003), 
indicating that entrepreneurs engage with Critical Reflection when they are facing critical or 
disruptive events.  
 
The data also showed that the experienced entrepreneur will use Autobiography lenses, for 
example when they recall their personal experiences in their critical reflection on what other 
people did wrongly and the negative feeling that they and their colleagues received as a 
consequence of the poor performance of the business. With this kind of autobiography lens, 
they learn not doing something similar in their own business. Of course, they also use this 
autographic lens to critically reflect on their own mistakes. There is also evidence that 
experienced entrepreneurs will use the Theory lens by reading into theories wherever they get 
access to these and the Peers lens when reflecting with other professionals, mentors, friends 
etc. They might also engage in reflection with their team which we may call a Team lens.  
 
Part 2  
 
The second part of the interview was conducted two weeks after Part 1. The reason we left at 
least two weeks was to give the interviewees enough time to read the three pages brief on 
Critical Reflective Practice and to have time to think about CRP and their personal 
entrepreneurial experience. This part of the research focuses on the second and third research 
questions. 







 


 
Research Question 2: What is the relationship between CRP and Entrepreneurial 
learning? 
Most of the interviewees had never heard about the concept of CRP, however once informed 
about the concept of CRP, all the experienced entrepreneurs pointed out that they had actually 
been using CRP to support their entrepreneurial learning. All of them could describe episodes 
when CRP had been used in their own learning experiences, such as:  
“This is the first time I've actually read the details of what is defined as critical reflective 
learning, but to my way, what it has described is stuff that I was doing.  Someone's 
obviously taken the trouble to put a reasoned framework around the process”-Quote from KR 
 
It is puzzling that all the interviewee emphasized that CRP was the tool that they were 
familiar with and had been using in their entrepreneurial life, even they never heard about it. 
All of them reported that they engaged in different levels of reflection frequently and as one 
participant mentioned “I reflect often, as in daily”. If what experienced entrepreneurs claimed 
is true, then there is quite possibly a valuable link between entrepreneurship and CRP. 
Alternatively there is a high possibility that CRP helps developing entrepreneurial capabilities 
as much as it does other types of professional learning. 
CRP is a very important learning tool for many professionals in terms of having a better and 
more in-depth learning and understanding of knowledge (Brookfield, S 1998; Kolb 2014).If 
CRP plays an important role in entrepreneur’s learning experience, then more evidence on 
how to trigger CRP in entrepreneurial practice is required. The data collected in Research 
Question 3 using the self-reporting interview of the experienced entrepreneurs sought to 
provide this evidence. 
 
Research Question 3:  What are the lenses of CRP in entrepreneurial learning? 
By self-reporting, we determined that entrepreneurs use many lenses during their CRP 
activities. We listed these lenses according the frequency of the nodes accumulated in the 
Nvivo analysis.  
 
Item Lens Total coding references code by Evivo  No. of respondents 


1 Autobiographic  98 8 


2 Theory 65 7 


3 Team 44 8 


4 Customer 38 7 


5 Peer Entrepreneurs 33 6 


6 Mentors  24 7 


7 Professional  22 6 


8 Family & Friend 21 8 


9 Others( including suppliers)  14 8 


Form 1. Major CRP Lenses 


 
Autobiographic Reflection- This was the most reported type of reflection by the 
experienced entrepreneurs. The Autobiography lens is defined as reflecting on personal 







 


experience including learning from one’s own mistakes; it also includes observation and 
reflection on other people’s mistakes.  
 
Reflection with Theories- Entrepreneurs tend to read widely and frequently. What they read 
may or may not be business related however there was one common feature in that it was 
something new or something they sought to learn more about. Reading is a way of knowledge 
accumulation especially using online channels. 
 
Reflection with the Team- Reflection with the team is a popular reflection reported by the 
experienced entrepreneur. Experienced entrepreneurs report a very wide range of topics that 
they often discuss with their team. Experienced entrepreneurs believe that reflection with 
their team not only gives quicker results, but also promotes group learning and reduces 
confusion within the organization.  
 
Reflection with Customers- Experienced entrepreneurs reflect with their customers as the 
feedback or information would result in improved sales, development of a new product range 
or modification of an operational model, perhaps even a strategic change for their company. 
To get this valuable information, entrepreneurs needed to develop their interpersonal skills.  
 
Reflection with Peer Entrepreneurs- Experienced entrepreneurs engage with other 
entrepreneurs to try and expand their understanding of entrepreneurship by exchanging ideas 
and finding find areas of commonality or difference.  
 
Reflection with Mentors- Mentors influence entrepreneurs both emotionally and rationally 
in order to help entrepreneurs remain focused and on track. A good mentor does not make 
decisions for the entrepreneurs but provide valuable advice to help the entrepreneur navigate 
their market circumstances. 
 
Reflection with Professionals- Surprisingly, professionals are not the most preferred group 
entrepreneurs engage with for learning. The reason that experienced entrepreneurs engage 
with professionals is mainly to seek solutions for specific problems but not for learning new 
knowledge, although they might learn from the professional during the course of their 
engagement. Another reason could be that entrepreneurs have limited funds, and 
professionals are costly especially lawyers and accountants.  
 
Reflection with Family and Friends- Experienced entrepreneurs reflect with their family 
and friends, as they might have a higher level of trust in them and the relevant knowledge or 
insights they might possess.  
 
Reflection with Other People- There is also some evidence that experienced entrepreneurs 
have a wide range of people they reflect with. These people may not be familiar to them, or 
may be unrelated to their ventures. Experienced entrepreneurs are often “putting out their 
feelers”; in case something interesting comes to them which aid their reflection cycle.  
 







 


Discussion and Analysis  
 


Research Question 1: How do entrepreneurs learn?  
Establishing and growing a business would demand much knowledge and skill, and to learn 
these skills the successful entrepreneur must be an effective and efficient learner and effective 
in organizing their knowledge within their limited finance resources. To achieve this, 
entrepreneurs have to acquire the right amount of quality knowledge and skills. This could be 
the reason why entrepreneurial learning is dynamic learning process (Cope 2005). The 
willingness to learn shown by experienced entrepreneurs explains how entrepreneurs prepare 
themselves to cope with learning demand. Enjoyment of learning and look critically at 
mistakes (Shepherd 2003) might be an aspect important enough to distinguish entrepreneurs 
from others.  
 
The research showed that the majority of experienced entrepreneurs have their business 
within the industry aligned to their tertiary education studies. Compared to people new to an 
industry, this gives them the advantage of not only saving their efforts in learning core 
industry knowledge but also provides them easy access to information and professionals 
within the industry. Learning knowledge from another profession is very time consuming, 
which could explain why experienced entrepreneurs in this research intend to engage with 
professionals from other industry rather than attempting to acquire the knowledge 
themselves.  
 
Most of the managerial and entrepreneurial learning captured in the research was acquired 
both whilst the subject s were employed as well as in entrepreneurial practice. It is important 
to find that experienced entrepreneurs learned from their previous employment, especially 
lessons on what not to do which formed a very important part of their experience and 
principle of operation. Through employment a person can also refine what they have learned 
in school by applying this to business practice, especially in developing the people skills 
which are involved in dealing with customers. In preparing to be an entrepreneur a person 
probably should behave like an entrepreneur whilst employed. There are many resources that 
nascent entrepreneurs could use, including the Internet which provides substantial and up to 
date information. 
 
Research Question 2: What is the relationship between CRP and Entrepreneurial 
learning? 
 
Research data clearly revealed the CRP activities that experienced entrepreneurs have done 
and the important role that CRP played in their entrepreneurial learning. Further analysis 
shows that CRP activities highly correlated with experience accumulation, problem solving, 
opportunity exploration and risk management.  
 
a) CRP vs Experience Accumulation 
 
Literature review shows that entrepreneurs accumulate experience, which plays an important 







 


role in venture creation and growth management (Morris et al. 2012). Literature review also 
shows that entrepreneurs learn by doing (Cope & Watts 2000), but the question arises as to 
how this doing is transferred into experience itself.  In order to define Entrepreneurial 
Experience, we borrowed the concept of Knowledge from Nonaka, Toyama and Nagata 
(2000) and define Entrepreneurial Experience as: 
 
“A dynamic human process of justifying personal believe toward the “truth” within 
entrepreneurial practice”  
 
With this definition, we understand that entrepreneurship is more individualized and the 
experience accumulated is very personal (Morris et al. 2012). With this definition, we can 
separate generally accepted knowledge from Entrepreneurial Experience. The fact that CRP is 
very closely associated with the experience was found in this research, and the following 
relationship model in Figure 1 could explain the experience accumulation process.  


 


Figure 1 Relationship between CRP and Entrepreneurial Experience accumulation.  


 
This model explains how entrepreneurs apply their knowledge or assumptions on to their 
operations during their entrepreneurial practice. They sense the accumulation process, 
collecting the feedback, comparing the results and reflecting on the input and output. With 
this process, entrepreneurs will understand what works for them what doesn’t. These 
practices which have worked for them then form part of their entrepreneurial experience 
which they will continue to apply unless evidence of more effective practices becomes 
apparent. As each entrepreneur will only add a “justified” truth into the entrepreneurial 
experience, this explains why each entrepreneur behaves differently. This model helps us to 
explain some of behaviour (such as form partnership) that one entrepreneur may engage in 
which may not be justified by other entrepreneurs.   
 
With this model, we understand better why and how entrepreneurs learn by doing. It is a 
process that entrepreneurs get involved with whilst practicing entrepreneurship, and through 
CRP refine their understanding of a particular issue, thereby forming their own individual 
believe of the “Truth” through testing and self reflection. Once a new believe is formed, they 
stick with this truth unless proven wrong in the future.  
We might be able to further explain tacit capabilities (Nonaka, Toyama & Nagata 2000), 
referring to some of the skills entrepreneurs have not yet been able to clearly articulate. With 







 


an understanding of the relationship between CRP and Entrepreneurial Experience, we can 
assume that entrepreneur’s tacit capabilities come from the interaction between their 
experience and a particular issue through CRP. From the discussion we have above, we could 
draw our first assumption that  
 
“CRP is the tool entrepreneurs use to refine their experience into Entrepreneurial Experience” 
 
b) CRP vs Problem solving and decision making 
 
The research data shows also that CRP activities highly associate with Problem Solving and 
Decision Making. The data demonstrated that experienced entrepreneurs did reflect 
extensively before, during and after a problem solving and/or decision making experience. 
These problem or decisions could be new opportunities, new customer requirements, or a 
new challenge or even a risk to their organization.  
 
This is quite understandable, as entrepreneurs are facing many issues each day. To keep their 
business growing, they have to be able to resolve both internal and external problems and are 
normally also associated with decision making requirements. Cope (2003) found that 
entrepreneurs engage in reflection as a result of critical event “jolts”. The research supports 
this claim; however the data also captured CRP actions that entrepreneurs also engaged in 
when there is not a “jolt”.  
Looking into the feedback experienced entrepreneurs reported, the research found that the 
triggers of Critical Reflection related to the relevance of the experience. It seems that the 
entrepreneurs did not engage with Critical Reflection if they have already had enough 
experience in dealing with the problem or issue. Critical Reflection tended to be initiated 
when they found they had a lack of experience in resolving a problem or issue. The initiation 
of the Critical Reflection can be showed in the model in Figure 2.  


 
Figure 2.  Conditions trigger the Critical Reflection Process.  


 
This model shows that when there is a problem or issue, the entrepreneur will do an 
assessment to see if their existing experience is sufficient to resolve the problem. If it is, then 
they quickly go to the decision making phase and reflection does not happen unless the 







 


problem cannot be resolved. However if the entrepreneurs feel that they do not have 
sufficient experience, a critical reflection process is started. The result of the critical 
reflection process is the formation of a new entrepreneurial experience. From this model, we 
could draw the second assumption: 


 
“CRP process starts in problem solving or decision making, when entrepreneurial experience 


is not sufficient” 
 
 
Research Question 3:  What are the lenses of CRP in entrepreneurial learning? 
 
The data showed that experienced entrepreneurs have very wide scope of lenses that they 
could use to reflect with. In saying this, the autobiographic lens is the most frequently used. It 
is also the most important lens that experienced entrepreneurs use in their final stage of 
Entrepreneurial Experience accumulation.  
 
In summary, the Theory lens is important for entrepreneurs as a way to enhance their 
knowledge and capabilities; the Customer lens brings benefits to entrepreneurs in short or 
long term and therefore reflection with customers is always a priority, although they have less 
interest in reflect with suppliers; Reflection with Team happens mainly on an operational 
level; While the only time reflection with Professionals occurs is when dealing with 
particular problems or issues in Entrepreneurs will also tend to take much more time and 
effort in conducting reflection in dealing with business opportunities, and much wide lenses 
might be used when reflecting with key trusted sources such as mentors, family and friends, 
peer entrepreneurs . 
 
Through Autobiographical Reflection, the entrepreneur refines their ideas, assesses an 
opportunities, analyses business risks, and makes serious decisions. The entrepreneur will 
almost always engage with Autobiographic Reflection, and choose other lenses when dealing 
with specific problems or opportunities. A model of reflection lenses could be showed in 
Figure 3. 


 
 
Figure 3.  Entrepreneurial Critical Reflection Lenses. 







 


 
With this model, we can draw our third assumption that  
 
 


“Autobiographical Reflection is the most important lens entrepreneurs use, while with the 
assistance from other lenses” 


 
 
 


Conclusion 
 


Providing further support to the existing entrepreneurial learning theories, this paper found 
that entrepreneurial learning is a dynamic learning process that entrepreneurs are not only 
naturally willing to engage in but also maintain a hunger for learning throughout their 
entrepreneurial life. These learning activities are then be motivated by the results of their 
application of learning into their entrepreneurial practice. Understanding how to organise the 
learning effectively and efficiently would contribute significantly to the success or failure of 
the entrepreneur.  
 
Through critical reflection, experienced entrepreneurs determined what does or not work for 
them. As a result, a new entrepreneurial experience is formed, and by incorporating the new 
experience into their practice, it should enhance their entrepreneurial capabilities. Therefore, 
CRP is a critical learning tool for entrepreneurs experienced or nascent. By doing CRP, 
entrepreneurs not only enhance their ability of learning, but also speed up the accumulation 
of entrepreneurial experience, therefore contribute to the performance and success of their 
ventures. 
 
There are many CRP lenses entrepreneurs could use in order to develop their learning more 
effectively and efficiently. Entrepreneurs need to choose the lens that is most suitable to a 
particular learning activity.  
 
Findings in this paper could be beneficial to entrepreneurship learners and educators 
  
 


Future research suggestions 
 


This paper proposed three models for applying CRP on Entrepreneurial Learning. These three 
models need to be further tested by more comprehensive research. 
The internet is a resource rich area which would closely associate with entrepreneurial 
learning. Further research could be focused on how the entrepreneurs interactive with internet 
learning.  
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Abstract 
This paper analyses the survival of Newly Established Self-Employed Firms (NESEFs) that 


entrepreneurs have established. In particular we investigate to what extent the survival of a 


NESEF is associated with “relatedness” of the skill-base of its entrepreneur (founder) to the 


skill-base of other NESEFs’ entrepreneurs in the same region. We operationalize such 


“relatedness” by developing three simple indexes based on detailed educational and 


occupational data of each founder of NESEFs. The data in this study comes from the rich 


longitudinal registered-data in Sweden which covers the population of all entrepreneurs who 


founded a NESEF during 2001-2012. Using cox-model, we find that a NESEF with higher 


relatedness of its founder to other surrounding founders, experience higher survival rates in 


compare with more isolated NESEFs in terms of relatedness. This result only holds for the 


service and KIBS sectors and not for the manufacturing. This study provide contribution to the 


literature on entrepreneurship and spatially-bounded knowledge spillover mechanism. The 


paper also provide insight for entrepreneurs, when it comes to location decision of their future 


business. 
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1. Introduction 


Entrepreneurs are an engine of growth in an economy (Schumpeter, 1934). It is usually necessary 


for entrepreneurs to combine different resources consists of physical capital, skills of people and 


ideas (Baker et al., 2003). In order to put together those various resources, one might argue that the 


entrepreneur must be sufficiently skilled in various areas. This means a successful entrepreneurs 


should have both technological and market knowledge (Agarwal et al, 2004; Andersson et al, 2012). 


Such an “ideal” entrepreneurs are argued to earn such sufficient and multiple skills either through: 


(i) intentionally investing in a balanced skill set by engaging in different industries, i.e. investment 


hypothesis (Lazear, 2005), or (ii) innately endowed such skills, endowment hypothesis (Silva, 


2007). However, in this paper we argue for an alternative explanation: entrepreneurs do not 


necessarily need to have all of the skills required to run a business, rather they can learn from their 


surrounding environment, particularly from other entrepreneurs around. Our argument is based on 


spatially-bounded knowledge spillover mechanism (Acs et al, 2009), nevertheless, instead of 


knowledge spillovers from big R&D labs to surrounding smaller firms, we argue for peer-to-peer 


knowledge spillovers between entrepreneurs geographically located close to each other (Andersson 


and Larsson, 2013). However, if other entrepreneurs around the focal entrepreneur have very similar 


sets of skill, the learning process may be slow and it may even raises congestion cost, in term of 


intense competition to capture local market. Therefore, and based on cognitive proximity theory 


(Nooteboom, 2000), one can expect that the more related, but not exactly similar, skill-set of the 


founder of a Newly Established Self-Employed Firms (NESEF) to other NESEFs in the region, 


the higher chance of survival of that NESEF. The main logic here is that a highly related founder 


of a NESEF can have higher learning opportunity from his/her surrounding, through spillover 


mechanism, and hence this can compensate for the potential lack of being a multi-skill 


individual. 


 


It is important to investigate the factors that contribute to higher survival of entrepreneurs. This 


is because entrepreneurial firms comprise a significant share of firms in terms of number but 


their lives are relatively short. For instance in Sweden, the total number of firms under 20 


employees amounts to 98% and are responsible for 33% of employment (data for 2009 from 


Structural Business Statistics by Statistics Sweden). Less than 60% of these self-employed 


firms survive the first year of operation and only 17% stay in business after five years1. 


 


                                                            
1 This is based on author’s calculation from cohorts starting from 1990 until 2010. 
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The literature on survival analysis of entrepreneurial firms have paid considerable attention to 


internal characteristics of firms (in line with resource based view) and external environment (in 


line with agglomeration economies literature). What we are conceptually focusing in this paper 


is perhaps the link between such internal and external factors, by investigating the relatedness 


of founders (internal factor) to other founders in the same region (external factor). 


 


Tracking the cohorts of newly-established Swedish self-employed firms with one employee 


from 2001-2012, we used cox-proportional hazard model as the survival analysis methodology 


in order to assess how firms’ survival rate is affected by relatedness of its founders to other 


surrounding founders in the region. We find that a NESEF with higher relatedness of its founder 


to other surrounding entrepreneurs, experience higher survival rates in compare with more 


isolated NESEFs as well as those NESEFs that are surrounded by very similar entrepreneurs in 


terms of relatedness. Moreover, the relatedness in terms of occupational background and 


combination of occupational background with educational background matter the most. These 


result hols only for service and KIBS sectors and not for manufacturing sectors.  


 


The rest of the paper is organized as follows. Section 2 discusses how the literature explains the 


success and survival of firms from various perspectives. Section 3 develops hypothesis 


particularly concerning the role of relatedness of entrepreneurs to surrounding entrepreneurs 


with the distinction between manufacturing and KIBS entrepreneurs. Data and estimation 


strategy is presented in section 4, and followed by developing the index for relatedness in 


section 5. Empirical results are presented in section 6. The paper concludes in section 7 and 


some recommendations are offered for future research. 


 
 


2. Literature Review 


Starting a self-employed firm is one issue, but probably the more important issue is whether the 


self-employed firm survives and grows (Delmar and Wiklund, 2008; Delmar et al, 2011; 2013). 


This is particularly important in Sweden where less than 60% of the self-employed firms 


survive the first year of operation and only 17% stay in business after five years. The success 


of a firm, which can in one way be measured as its growth and survival (or longevity), is a result 


of its management in terms of resources in meeting the demands of the customers. Moreover, 


the smaller the firm, the more important a manager is at influencing its operation. Hence, the 


logic goes that: for self-employed firms, the entrepreneurs are the firm’s main capacity and 
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constraint (Brown & Kirchhoff, 1997). The inherent characteristics of an entrepreneur, then, 


can influence the development of an entire organization.  


 


The topic on the success of entrepreneurial firms has gained interests from many scholars and 


several strands of literature have offered reasonable explanations for many decades but there is 


still no unified theory. In terms of survival, Penrose (1952) views profit as “the criteria of 


natural selection,” where highly-performing firms survive and poor performance leads to its 


eventual surmise. The organizational ecology literature examines the economic performance 


and the firm’s own threshold of performance to explain the decision to exit the business entirely 


(Baum, 1996; Gimeno, Folta, Cooper, & Woo, 1997). In the same vein as the resource-based 


view, human capital theory points to three factors that affect the survival chances of newly-


found firms: (i) individual characteristics of the founder; (2) attributes and strategies of the 


firms; and (3) environmental conditions (Brüderl, Preisendörfer, & Ziegler, 1992; Szyperski & 


Nathusius, 1999, among others). 


 


The research on the determinants of entrepreneurship has been occupied by individual 


characteristics, such as level of education, gender, age and other demographic characteristics of 


individuals (Parker, 2009). Feldman (2001) was probably the first to point that entrepreneurship 


should be understood not only as reflected by characteristics of individual entrepreneurs, but 


also as a ‘‘regional event’’. The regional (external) factors matter because: (i) an entrepreneur 


is an economic agent that acts based upon market opportunities and characteristics, (ii) therefore 


the contextual characteristics of the relevant markets create the external conditions for 


entrepreneurship, and (iii) since entrepreneurship is localized it is dependent upon the market 


opportunities and characteristics offered by the actual localities. This spurs a literature, 


however, still limited, to analyse both types of individual (internal) and regional (external) 


factors. For instance Wagner and Sternber (2004) find that both individual characteristics and 


regional factors affect the probability of becoming a self-employed in Germany. Similarly, 


Backman and Karlsson (2013) find that the probability of becoming self-employed in Sweden 


are explained not only in terms of characteristics of entrepreneurs but also by the characteristics 


of the localities where they started their firm. These localities characteristics are population 


density, size, firm density and type of locality (metropolitan, urban, semi-rural or rural).  


 


What is conceptually missing in the literature is the ‘link’ between these two internal and 


external factors. We think relatedness of the business founder (entrepreneurs) to other business 
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founders in the region provides a conceptual mechanism to link internal (entrepreneurs 


characteristics in terms of skill) to external (other surrounding entrepreneur in the region) 


factors. We further will distinguish between the effect of relatedness on survival of entrepreneur 


in manufacturing, service, and KIBS sectors, since there are fundamental difference between 


the nature of these sectors in terms of entrepreneurial opportunities and the relatedness of 


founders. 


 


3. Hypothesis development 


The starting point here is that manufacturing and KIBS sectors are fundamentally different from 


each other and hence the survival of entrepreneurs within these two sectors should have 


different mechanism. Among other things, these two sectors differ from each other in the mode 


of innovation. The innovation mode of manufacturing firms are usually  generated by an 


internal R&D organisation that selects from among a set of promising options, hence, in 


principle, innovations can be exploited through large-scale mass production. On the other hand, 


the KIBS firms seems to have more of organisational innovations, some of which may have a 


technological dimension but some may also result from a combination of technological and 


non-technological skills, e.g. market knowledge (Muller and Doloreux 2009).  


 


It is shown that firms in KIBS rely on innovation-driven collaboration with clients, but also on 


other external partners to increase technological and economic returns and to better exploit their 


resources and competences (Rodriguiz et al, 2015). We are adding to this stream of literature 


by arguing that KIBS entrepreneurs can also benefit by interacting and learning from their 


competitors as well (other entrepreneurs surrounding them in the region). An entrepreneur 


being co-located with other entrepreneurs and have related skills with them can enjoy threefold 


benefits: first, the co-location aspect facilitate face-to-face interaction and hence more learning 


opportunity through knowledge spillover mechanism (Acs et al, 2009). Second, being co-


located with other entrepreneurs naturally means being located in an entrepreneurial 


environment or so called entrepreneurial spirit. Such environment will further enhance the 


survival of entrepreneurs. Third, relatedness facilitate the absorptive capacity of learning in one 


hand, and also increase the bootstrapping opportunity, e.g. by sharing and/or borrowing 


resources, equipment, and skills (Winborg & Landström, 2001).   


 


The literature shows that ‘average employee’ in KIBS accumulate more technological and 


market knowledge in compare with ‘average employee’ in manufacturing sector (Andersson et 
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al, 2012). This is because, first of all, employees of smaller firms are exposed to the whole 


business process including customer interaction, making them better prepared to start a firm 


and perhaps sustain a firm (Rosenthal and Strange, 2009). Second, on top of such “firm-size” 


argument, KIBS constitutes a service subsector comprising establishments whose primary 


activities depend on human capital, knowledge and skills (Muller and Doloreux 2009). Third, 


employees of KIBS firms often have higher contact-intensity with customers in compare with 


employees of manufacturing firms, partly because many KIBS firms sell consultancy services, 


in the form of providing knowledge-intensive inputs to the business processes of other 


organisations, including private and public sector customers (Muller and Doloreux 2009). 


Manufacturing firms, on the other hand, typically have a finer division of labour where the 


employees carry out a specialized task (Andersson et al, 2012). Such contact contact-intensity 


of KIBS employees can also reflect itself on the more efficient skill-relatedness of KIBS self-


employed with other related self-employed, in compare with specialized self-employed 


entrepreneur in the manufacturing sectors. Moreover, Location of KIBs matters. This is evident 


by “The distribution of such services [KIBS], offering skills and techniques which clients have 


never developed in-house, has acquired its own dynamic, dependent on the location of other 


business services as much as other sectors.” (Wood et al, p. 679). At the end of the day, starting 


a new firm in manufacturing sectors has more reliance on initial physical capital, while in 


service (particularly KIBS) there is more reliance on knowledge capital, which can be realized 


by skills of the founders and perhaps skills of others (e.g. other founders in the region). 


 


HP1: The higher the relatedness of the founders of NESEFs (entrepreneurs) with other 


surrounding founders in the manufacturing sectors, the lower the survival rate of this NESEFs  


 


HP2: The higher the relatedness of the founders of NESEFs (entrepreneurs) with other 


surrounding founders in the service sectors (particularly KIBS), the higher the survival rate of 


this NESEFs 


 


 


4. Data and Estimation Strategy 


This paper utilises various disaggregated datasets from Statistics Sweden (Statistiska 


Centralbyrån) through Microdata Online Access (MONA) system during the period of 2001-


2012. Each dataset contains a unique identifier anonymously representing firms and 


individuals, which allows us to merge across datasets. First, we obtain the firm data from 
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Swedish Business Register database, which covers the population of firms in Sweden from all 


sizes, sectors, and regions. It contains various firm characteristics from official tax filing 


records, e.g. firm size, establishment year, turnover, and so on. The number of observations for 


each year’s data is over one million, so we have to restrict the data for practical computation. 


Because we are interested in firm’s survival based on the regional and individual characteristics 


at the initial year of its inception, we then include only firms that were established in 2001 and 


onwards. In this paper, we define firm’s existence by its business activity, so only firms with 


positive sales throughout the study are included. Moreover, we only focus on manufacturing 


and services firms. This includes firms within codes 15-36 (for manufacturing) and 50-74 (for 


services), according to the Swedish equivalent of European NACE classification (version 1.1). 


We also devoted a particular attention to firms in Knowledge-Intensive Business Service 


(KIBS), codes 72-74. This KIBS group is particularly important to consider separately, because 


it allows us to go beyond the wide definition of entrepreneurship offered by Austrian school 


(Kirzner, 1978) and focus on the Schumpeterian innovation-based definition of 


entrepreneurship (Schumpeter, 1934)2.  


 


Then, this firm registry data is matched with a location database, so each firm belongs to a 


specific functional region3 (Lokal Arbetsmarknad), which is in principle local labour marker 


regions and is based on the commuting patterns across municipalities within Sweden. There are 


72 functional regions in total in Sweden. 


 


Lastly, we utilise the Employment Register from Longitudinal integration database for health 


insurance and labour market studies4 database, which contains all individuals in Sweden, and 


match it with the aforementioned firm-level dataset. We identify entrepreneurs from the 


individual’s occupational status (yrkesställning). Then we only kept those firms that its founder 


has “entreprenuer” as its occupation. Moreover, firms with multiple entrepreneurs are excluded 


to avoid duplicated firm observations in the analysis. Moreover, we exclude firms with multiple 


                                                            
2 Austrian tradition considers any business start-ups that aim to fill the gap between supply and demand in the 
market (regardless of the level of novelty of the business idea) while Schumpeterian tradition considers those 
business start-ups that have some element of creative destruction or in other worlds some elements of novelty and 
innovativeness (Landström, 2007). In other words, the self-employed firms in KIBS sector capture what Davidsson 
(2005) categorise as the business idea that is new to both firm and market. 
3 Karlsson and Olsson (2006) provide an extensive discussion of the theoretical background, methodologies, and 
applications for functional regions. 
4 Longitudinell integrationsdatabas för sjukförsäkrings- och arbetsmarknadsstudier or LISA for short. For detailed 
information regarding the database, refer to Statistics Sweden webpage: http://www.scb.se/lisa-en. 
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failures, so there is no re-entry of firms throughout the study period. Such rigorous restrictions 


of the population leads us to have, in the end, the total 89,024 entrepreneurs (self-employed 


firms) during the period 2001-2012. Out of these amount of entrepreneurs, 20,042 were in 


manufacturing sectors and 68,982 were in service sectors. Moreover, majority of service sectors 


entrepreneurs were in KIBS sector, i.e. 58,773 entrepreneurs.   


 


To assess the survival of firms, we use the Cox proportional hazards regression, in which it 


models the conditional probability of firm exits after a certain time. The hazard ratio (λ) shows 


a relative risk of exit at year t as , where λ1(t) denotes the hazard function and λ0(t) denotes 


the baseline hazard function. Let Xi be the vector of covariates for firm i, the hazard function 


can be expressed as:  


| exp	 ′  


The estimated  is obtained by maximising the partial log-likelihood function:  


ln ln
∈


	 


where j indexes the ordered failure times tj, and Rj is the set of observations k that are at risk at 


time tj.5 In our study, the formulation of Cox proportional hazards model can be written as:  


exp	 	 	  


where h0(t) is the unspecified baseline hazard that captures the direct impact of firm’s age on 


the survival of firm,  is the vector of three variables that measure Relatedness of a given 


entrepreneur with his/her surrounding entrepreneurs,  is the vector control variables in the 


level of individual entrepreneurs,  is the vector control variables in the level of the 


establishments that entrepreneurs have founded, and ’s are the coefficients to be estimated. 


We will discuss how we measure  in the subsequent section. The vector  composed of 


age, age square, and gender of the entrepreneurs. The vector  composed of physical capital, 


whether the establishment is a spin-off, and whether establishment is the result of a merger. The 


summary statistics of variables are displayed in Table 1 and the exact variable description is 


                                                            
5 We handle the ties using the standard Peto-Breslow approximation option in STATA. StataCorp, L.P. (2007) 
provides a more detailed methodology of estimation.  


(1)


(2)


(3)
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reported in Table A1 in the Appendix. There is no high correlation among all pairs of variables, 


so multicollinearity is less likely to cause a problem in the analysis.  


 


[Table 1 about here] 


 


5. Measurement of Relatedness 


There is not any measure of relatedness in the level of individuals in the literature. Therefore, 


being inspired by similar measures, we develop a simple measure of relatedness for each 


entrepreneurs. First of all, we follow the logic of recent advancement in measuring “skill 


relatedness” by Neffke and Henning (2012). The core assumption underpinning their measure 


is that if individuals can easily move from one industry to another, then the production processes 


in the two industries are likely to draw upon similar skills. Then they develop relatedness 


defined at the level of industries. We, instead, develop relatedness at the finer level of actual 


individuals by considering the relatedness of each individuals (entrepreneurs) to their 


surrounding individuals based on educational and occupational background of them. Second, 


when it comes to using educational and occupational based measure, we follow the logic behind 


recent advancement on “occupational-functional approach” (Brachert et al, 2011). Here one of 


the main idea is that industrial classifications alone may not capture the variety of channels, 


through which ideas are used and transferred between industries, and instead it is more 


appropriate to analyse the effects of relatedness in terms of individual skills and know-how 


(Desrochers and Leppälä, 2010). However, empirical evidence in this stream of literature 


remained in the level of regions (Brachert et al, 2011; Wixe and Andersson, 2013; Wixe, 2014). 


Inspierd by both advancmenets, we develop relatedness measures between entreprenuers (in the 


level of individuals) based on educaitonal, occupational, and combinaitonl of these two. For 


instance as for relatedness based on educational background, suppose there are n entrepreneurs 


in region r in a given year. Then, the Educational Relatedness index for the entrepreneur i is 


defined as:  


_ 	
_


1
 


Where _  is the observed frequency of educational relatedness between entrepreneur i 


and all other entrepreneurs j (j=1,2,…,n-1) in region r. such frequency of relatedness for 


entrepreneur i is given as follows:  


(4)
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_ 	 	 1 1 	∧ 	 3 3
, ∈


 


Where I(.) is an indicator function, which gets value 1 if its argument is true, 0 otherwise. 


1  is the 1-digit education classification of entrepreneur i and 3  is the 3-digit 


education classification of entrepreneur i. The denominator in Equation (4) is simply the total 


number of entrepreneurs j surrounding the given entrepreneur i in region r (n-1). The 


geographical unit of region r is 72 functional regions (Lokal Arbetsmarknad) in Sweden6. In 


line with Neffke and Henning (2012), an alternative denominator in Equation (4) can be 


_ , which is the predicted value estimated from a regression of individual-


characteristics of founders (as explanatory variables) on _  (as dependent variable). We 


have used such alternative denominator in our robustness check. The theoretical minimum 


value of _  is zero and the maximum value is 1. Moreover, we also constructed R index 


based on Occupation code of the founders ( _ ). This means in Equation (5), instead of 


1  and 3 , we have employed 1  and 4 , which are 1-digit and 4-digit 


occupation code of the entrepreneur i. Finally, we constructed our third measure of relatedness, 


which is the combination of education and occupation ( _ _ ). 


 
6. Results 


We first plot the non-parametric Kaplan-Meier survival estimate of firms during the eleven 


years period of the study in Figure 1. The distinction is made between the survival of 


entrepreneurs in manufacturing, service, and KIBS sectors. Manufacturing sector has the 


highest survival rate and KIBS has the lowest. For instance, about 40% of manufacturing firms 


survive up to 5 years after their establishment, while the survival rate is about 25% for KIBS 


entrepreneurs. In the long run, e.g. after 10 years, the survival rates of different sectors decreases 


and also converged to be about 5%.  


[Figure 1 about here] 


Next, Table 2 reports the results of the estimation of the cox proportional hazard model. 


Relatedness of entrepreneurs to other surrounding entrepreneurs does not matter for higher 


survival of entrepreneurs in the manufacturing sectors. It does have even some negative effects 


                                                            
6 We used functional regions instead of using municipality as the geographical unit for calculation of relatedness. 
This choice is made because knowledge flows transcend across municipality borders but are bound within 
functional regions (Andersson & Karlsson, 2007). Knowledge production and access are found to differ across 
functional regions (Karlsson & Johansson, 2006). 


(5)
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on survival rate in Model (2) and (3). This could be due to the dominant role of competition in 


manufacturing sectors.  


When it comes to service sectors, relatedness matters, no matter which types of relatedness is 


measured. However, when it comes to magnitude of the effect relatedness, only relatedness 


based on occupation (R_OCC) and relatedness based on both occupation and education 


(R_EDU_OCC) have some practical effects. For instance in Model (5), increasing the 


relatedness by 10 Percentage Point (PP) would lead to 10*(100-99.3) = 7 PP increase in survival 


rate of an entrepreneur. Such increase of 10 PP can be seen as if a given entrepreneurs increases 


its relatedness from 0 to 10, which means from no relatedness at all to just slightly below the 


average value of this relatedness index in the Swedish population (the average value for R_OCC 


is 11.1 in Table 1). Moreover, if one increases the relatedness of a given entrepreneur from 0 to 


50 (which is about the maximum value of this index in the population, i.e. 49.3 in Table 1), the 


survival rate of this entrepreneur will increase by 50*(100-99.3) = 35 PP.  


The effect of relatedness based on both occupation and education (R_EDU_OCC) has similar 


practical effect on survival of entrepreneurs in the service sector. In Model (6), increasing the 


relatedness by 3 Percentage Point (PP) would lead to 3*(100-97.4) = 7.8 PP increase in survival 


rate of an entrepreneur. Such increase of 3 PP can be seen as if a given entrepreneurs increases 


its relatedness from 0 to 3, which means from no relatedness at all to just slightly below the 


average value of this relatedness index in the Swedish population (the average value for 


R_EDU_OCC is 3.1 in Table 1).  Moreover, if one increases the relatedness of a given 


entrepreneur from 0 to 27 (which is about the maximum value of this index in the population, 


i.e. 26.7 in Table 1), the survival rate of this entrepreneur will increase by 27*(100-97.4) = 70 


PP. This is indeed twice as the effect of R_OCC, which shows the importance of existence of 


educational and occupational match when it comes to the effect of relatedness on survival of 


entrepreneurs. The result of KIBS and service are similar, although relatedness seems to have 


even slightly more pronounced effect on survival rate of entrepreneurs in KIBS. 


 


[Table 2 about here] 
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7. Conclusion 


Entrepreneurial Newly Established self-employed Firms (NESEFs) comprise a significant share 


in terms of number of firms and employment. For instance in Sweden, the total number of firms 


under 20 employees amounts to 98% and are responsible for 33% of employment. However, 


the lives of these entrepreneurial firms are relatively short. This is why it is important to 


understand the factors that may enhance the survival rate of these fragile entrepreneurial firms. 


We contribute to this issue by investigating whether “relatedness” of entrepreneurs to other 


entrepreneurs around them matters for survival. Using the rich longitudinal dataset covering the 


population of all entrepreneurs in Sweden over the period 2001 to 2012, we found the following 


findings. First, a NESEF with higher relatedness of its founder (entrepreneur) to other 


surrounding entrepreneurs, experience higher survival rates in compare with more isolated 


NESEFs as well as those NESEFs that are surrounded by very similar entrepreneurs in terms 


of relatedness. Second, the relatedness in terms of occupational background and combination 


of occupational background with educational background matter the most. Third, these results 


hold only for service (especially for KIBS) sectors and not for manufacturing sectors.’ 


 


Above findings shed light to several emerging literature. First, we went beyond the 


conventional mechanism of “knowledge spillovers” that goes from unexploited knowledge in 


large R&D labs to smaller firms around those labs (Acs et al, 2009). Here, we instead suggest 


and test a new mechanism for knowledge spillovers, i.e. between individual entrepreneurs. Such 


focus on individual entrepreneurs is what has been praised recently in economics literature as 


the so-called ”Nano-economics” (Klepper, 2011). Second, we create a conceptual link between 


the two separately pursued factors in the literature, i.e. internal (founders characteristics) and 


external (regional characteristics) factors. We have done it by developing a simple measure that 


captures the “relatedness” of each and every individual entrepreneurs to their surrounding 


entrepreneurs in terms of educational and occupational background. Finally, apart from 


contribution to the literature, our findings may have important implication for entrepreneurs 


themselves, when it comes to location decision of their future business.  
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Table 1: Descriptive statistics 


 Observations Mean Std. Dev. Min Max 
R_EDU 1,929,512 11.1 0.10 0 49.3 
R_OCC 1,929,512 13.1 0.06 0 43.7 
R_EDU_OCC 1,929,512 3.1 0.02 0 26.7 
Gender 1,929,512 0.71 0.45 0 1 
Age 1,929,512 47.70 12.25 16 85 
Physical Capital 1,517,454 11.81 2.13 0 21.42 
Division 1,929,512 0.015 0.12 0 1 
Merger 1,929,512 0.018 0.13 0 1 


 
Notes: The three SR variables are multiplied by 100, in order to allow for marginal effect interpretation of hazard ratio and 
also to avoid the “out of the sample” interpretation of the hazard ratio. 


 


 


 


Figure 1: Plots of Kaplan-Meier survival estimates 


 
Note: Sector 1: Manufacturing, Sector 2: Service, Sector 3: KIBS 
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Table 2: Cox proportional hazard estimation: The role of Relatedness on Survival of entrepreneurs  


 Manufacturing Services KIBS 


VARIABLES (1) (2) (3) (4) (5) (6) (7) (8) (9) 


R_EDU 1.001   0.999***   0.998***   


 (0.001)   (0.000)   (0.000)   


R_OCC  1.015***   0.993***   0.991***  


  (0.002)   (0.001)   (0.001)  


R_EDU_OCC   1.027***   0.974***   0.980*** 


   (0.003)   (0.002)   (0.002) 


Gender 1.021 1.014 0.965* 0.915*** 0.910*** 0.932*** 1.022** 1.026*** 1.031*** 


 (0.021) (0.021) (0.020) (0.008) (0.008) (0.009) (0.010) (0.010) (0.010) 


Age 0.935*** 0.933*** 0.933*** 0.927*** 0.927*** 0.928*** 0.927*** 0.929*** 0.929*** 


 (0.004) (0.004) (0.004) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 


Age^2 1.001*** 1.001*** 1.001*** 1.001*** 1.001*** 1.001*** 1.001*** 1.001*** 1.001*** 


 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 


Physical Cap. 0.984*** 0.985*** 0.984*** 0.992*** 0.991*** 0.992*** 1.012*** 1.010*** 1.012*** 


 (0.003) (0.003) (0.003) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 


Division 0.868* 0.855* 0.861* 0.885*** 0.890*** 0.887*** 0.829*** 0.825*** 0.831*** 


 (0.071) (0.070) (0.070) (0.029) (0.029) (0.029) (0.047) (0.046) (0.047) 


Merger 0.757*** 0.747*** 0.753*** 0.719*** 0.722*** 0.721*** 0.747*** 0.743*** 0.749*** 


 (0.054) (0.053) (0.054) (0.023) (0.023) (0.023) (0.039) (0.039) (0.039) 


Entrepreneurs 20,042 20,042 20,042 68,982 68,982 68,982 58,773 58,773 58,773 


Observations 62,868 62,868 62,868 215,038 215,038 215,038 164,883 164,883 164,883 


 


Notes: The table report the hazard ratio, which is the exponential of the coefficients. A hazard ratio below 1 means positive 


effect on survival rate of entrepreneurs and a hazard ratio above 1 mean negative effect on survival rate. All three SR variables 


are multiplied by 100 in order to allow for marginal effect interpretation of hazard ratio and also to avoid the “out of the sample” 


interpretation of the hazard ratio. Robust standard errors are reported in the parentheses. Significance level: *** p<0.01, ** 


p<0.05, * p<0.1. Manufacturing refers to NACE 15–36, services refers to NACE 37–74, and KIBS (Knowledge Intensive 


Business Services) refers to NACE 72-74. 
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Appendix 


Table A1: Variable description 


* See how the variables are constructed in Section 5 


 


 


Variable Description Source 
REDU Relatedness in education* Author calculated using data 


from Employment Register 
Database, Statistics Sweden 


ROCC Relatedness in occupation* ” 


REDU-OCC Relatedness in both education and 
occupation* 


” 


Gender A dummy indicating the entrepreneur’s 
gender, 0 for Male and 1 for Female 


Employment Register 
Database, Statistics Sweden 


Age Entrepreneur’s age ” 


Age_squared (Age)2  


Capital Firm’s physical capital, including 
buildings and machines 


Business Register Database, 
Statistics Sweden 


Division A dummy indicating whether the firm 
is a spin-off (1) or not (0) 


” 


Merger A dummy indicating whether the firm 
is a merger (1) or not (0) 


” 








 


 


Narrative tensions in emerging social enterprises 
Abstract 
 
In this paper we report a study of 11 new social enterprise venture teams during a six month 
period when they were undertaking a business accelerator programme in New Zealand.  The 
programme was designed to refine and develop business models for the ventures by means of 
the ‘social lean’ business model canvas, in principle to support the maintenance of social values 
throughout the development process. We focus on the relationship between the narrative of 
social impact and the narrative of scaleability, which must be intertwined for successful 
completion of the programme, which culminated in a high profile ‘pitch’ of the enterprise to 
potential investors and other potential stakeholders with high social capital.  In our analysis, 
which is based on Lehoux’s framework of transition points, we show how the balance of 
stakeholder expectations around social and economic value during the  programme was 
managed, particularly where mismatches occurred. We demonstrate how programmes may 
benefit entrepreneurial teams in emerging social enterprises. 
 
Keywords:  Social enterprise; accelerator business model canvas; business model; start-up; 
value creation 
 
 
Introduction 
 
Social enterprises founded on the notion of the creation of both social and economic value 
(Chell, 2007) continue to be of interest to those wishing to effect beneficial social change and 
also to policymakers looking to generate sustainable cost-effective social programmes.  Not 
surprisingly, there has been a steady rise in the number of seedcorn, incubation and acceleration 
programmes designed to grow social enterprises, aiding founders in effecting social value 
outcomes while also achieving financial sustainability beyond surviving on grants and 
donations alone.  Such programmes are often based on enabling, or expecting, founders to 
develop values –driven ‘business models’ to support achieving financial ‘bottom line’ criteria 
that meet a variety of objectives, rather than just purely profit-driven motives.  Of course, 
business model development in these circumstances requires the careful balancing of a range 
of stakeholder interests not only for the founders, but for the wider network of the new venture 
in question.  This includes those directly involved with the ongoing activities and endeavours 
of the enterprise, such as potential customers, potential investors, investors, and institutional 
partners (Brown et al, 2013; Costanzo et al, 2014; Sanders and McLellan, 2012).  Additionally, 
their mentors in the development programmes too, and the organisers of such programmes have 
interests in the success and reputation of their participant ventures, though this is different in 
character, as the intensity of input  to a specific venture naturally falls away at the end of the 
programme. 
 
Little is known about how stakeholder expectations are managed during the process of business 
model development in social enterprise growth programmes, and there are many unanswered 
questions (Casasnovas and Bruno, 2013).  In this paper, we contribute to filling this gap through 
a qualitative study, using interview and observation methods, of 11 new social enterprise 
venture teams during a six month period when they were undertaking an  programme in New 
Zealand.  .  The  programme was designed to refine and develop the business models for the 
ventures by means of the ‘social lean’ business model canvas, in principle to create economic 







 


 


feasibility, while supporting the  maintenance of social values throughout the development 
process.  To ‘complete’ the programme, there was a requirement that the teams presented a 
pitch in a high profile public forum to a group of potential investors, stakeholders or partners 
with high social capital. The paper begins with a literature review where we discuss the notion 
of the business model in relation to stakeholder expectations. Then, in our analysis we show 
how the teams developed business models during the programme, how tensions arose and were 
in most cases resolved. Following discussion of the practices and processes that emerged during 
our analysis, we conclude with a  discussion of the contribution of the paper to literatures on 
business model development, social enterprise startups, and also suggest where the paper might 
be useful practically. 
 
 
Literature: The Business Model in Context 
 
The concepts of "social enterprise", "social entrepreneurship" and "social entrepreneur" have 
gained considerable ground over the last twenty years (Defourny and Nyssens, 2012).   As 
Huybrechts et al (20140 point out, there is a normative presentation of social enterprises as 
‘good organizations that give a voice to their stakeholders’.  Yet this does not occur by chance; 
they are more likely than other types of organizations to be set up through a process of collective 
entrepreneurship which often involves a diversity of actors who each have a ‘stake’ in the 
pursuit of one or several organizational missions (Defourny and Nyssens, 2006).  Perhaps not 
surprisingly, social missions and business venturing may well be associated with divergent 
goals, values, norms, and identities. Attending to them can create tensions, competing demands, 
and ethical dilemmas (Smith et al, 2013; Stevens et al. 2014).   It would be expected that these 
tensions would impact on the development processes of business model development during 
new venture creation. 
 
The ‘business model’ has become a dominant metaphor in business and management studies in 
recent years, as well as in industry discourse.  It has been used in many ways, drawing on many 
theoretical and conceptual approaches (Zott , Amit and Massa, 2011; Camison and Villar-
Lopez, 2010; Casadesus-Masanell and Ricart, 2010; George and Bock, 2012). These range from 
quite simple expressions of how a firm will make money (Stewart and Zhao, 2000) through to 
far more powerful understandings that attempt to capture the full range of stakeholder 
relationships necessary to firm prosperity.  In these wider systemic perspectives, the business 
model is, at heart, an integrating construct that can explain value creation in different contexts 
(Zott and Amit, 2010).  Taking a broader system view brings actor independencies and 
interactions to the foreground of our understanding of business model development. Thus, value 
creation transcends business frontiers (Amit and Zott, 2001; Dyer and Singh, 1998; 
Chesbrough, 2003). 
 
Generally, academic authors agree that the notion of the business model draws together multiple 
concepts around the creation of value (Zott et al., 2011).  It allows the articulation of the activity 
system that firms use to create value for one or many market segments, with an ultimate goal 
of generating a flow of sustainable revenues (Dubosson-Torbay, Osterwalder and Peigneur, 
2002; Teece, 2010). It embraces the engagement of the human, material and financial resources 
that are brought to bear by the focal firm and other actors who aim to reach specific goals (Zott 
and Amit, 2010; Alt and Zimmerman, 2001).  As a consequence, the act of defining the business 
model leads to localizing the focal enterprise within a network of partners (Osterwalder, 
Peigneur and Tucci, 2005).  Voelpel, Liebold, Tekie and von Krogh (2005) describe the 
business model as an ‘interest constellation’ in which an organization coevolves with selected 







 


 


organizations and individuals creating, realising and developing value.  Inevitably then, it spans 
the interests of numerous stakeholders, and is malleable during the development process.  
Warren and Fuller (2015) note the emergent character of business models in early stage 
ventures, and the need to stabilise them towards customer markets in line with firm and 
customer values. 
 
As Warren and Fuller (2015) and Lehoux, Daudelin, Williams-Jones and Denis (2014) point 
out, the pathway to defining a new business model, particularly where technology is involved, 
is not always obvious.  Some authors have pointed out that the business model construct is not 
a passive artefact in the innovation process.  Doganova and Evquem-Renault (2009, p. 1559) 
see the business model as a ‘narrative and calculative device that allows entrepreneurs to 
explore a market and plays a performative role by contributing to the construction of the techno-
economic network of an innovation’.  Mason and Spring (2011, p. 1032) see the business model 
as having agency, ‘to shape action; but in turn actions (of others in the business network as well 
as within the firms themselves) also shape the business model.’ Chesbrough and Rosenbloom 
(2002, p. 532) see the business model as ‘focusing device that mediates between technology 
development and economic value creation’, used to articulate a value proposition to 
stakeholders, a notion extended by Lehoux et al. (2014) who see stakeholder expectations 
embedded in and constitutive of such propositions.  Lehoux et al. (2014) examine the business 
model as a mediator between the technology design and the expectations of stakeholders.  
George and Bock (2012) argue that the business model literature is still fragmented, and 
troubled by inconsistent definitions and construct boundaries.  They suggest that this is a 
nascent field and that more research needs to be carried out, particularly where non-tradition 
value structures (such as not-for-profits) are considered.   
 
In this study, by focusing on the development of the business model in 11 emerging social 
enterprises who need to balance a range of stakeholder expectations in relation the economic 
value and social impact, we seek to develop knowledge as to how business models emerge in 
accelerator context. Thus, we extend knowledge of the fluidity of business model design, 
extending the work of Lehoux et al (2014) particularly, and further, Mason and Spring (2011), 
Doganive and Evquem-Renauld (2009) and Fuller and Warren (2015).  By examining a range 
of stakeholder relationships and the development of the emerging business models, we can how 
the models emerged, how they were shaped and evolved, and how the acceleration programme 
affected such processes.  In doing so, we add to knowledge about such programmes, business 
model development, and social enterprise start-up processes that might have value for 
practitioners and educators. 
 
Methodology: the accelerator programme context 
 
Our study is focused on 11 new social enterprise ventures that participated in a 6 month 
‘Accelerator’  (Table 1).   
 


Insert Table 1 about here 
 
The Accelerator is a scheme that aims to get new social enterprise ideas to fully fledged business 
models in 6 months.  A small cohort of founder teams with early stage ideas for new social 
enterprises were selected by the programme managers from 120 applicants. They are taken 
through a programme of start-up training, mentoring and leadership support from a range of 
advisors and professionals assigned to them.  In addition, they are expected to participate in 
four ‘sprint’ events, two-day team workshops spread throughout the programme, a mix of 







 


 


plenary presentations and individual feedback on the teams’ efforts to build a business model 
via their support team (from the  programme staff) and mentors from the wider business 
community.  Teams use the Social Lean Business Model Canvas (Figure 1) as an aid to business 
model development, covering the functional areas of strategy, finance, sales and marketing 
necessary to underpin the creation of a new venture.  It differs from the ‘standard’ Lean 
Business Model canvas, widely used in the commercial world, by replacing the ‘Revenue 
Streams’ segment with  Financial Sustainability and Impact segments.  The notion of financial 
sustainability aims to capture the essence of social enterprise where earned income replaces 
grants or donations, and profits from revenue streams are reinvested.  The Impact segment aims 
to capture economic and social impact.  The Accelerator culminates in a high profile Pitch-Day 
where potential investors and eminent supporters are invited to hear final presentations from 
the teams, that describe the purpose and feasibility of the emerging social enterprises, with a 
view to attracting customers, new partners and investment funding. 
 
Thus, business model development on the accelerator programme took place in a clearly defined 
context and over a timeline where a narrative had to be developed: 


 An idea and a team had to be in place at the outset of the programme 
 The idea would be developed and shaped into and around the format and vocabulary of 


the Social Lean Business Model canvas 
 The development process would be shaped towards an endpoint – the pitch 


As Bock and George (2012) point out, there are a number of studies in the literature that link 
business model development to narrative perspectives, which can, methodologically, allow for 
fuzziness in business model development and deployment noted earlier, expressed through 
sense-making and legitimisation strategies (Downing, 2005). For example, firms may trial 
multiple business models at the same time (Brown & Gioia, 2002).  
 
While the focus and endpoint outcomes identified above are desirable to programme managers 
who need to demonstrate the value of their programmes it other stakeholders in clearly 
articulated ways, that pathway to such business models and indeed their subsequent narration 
is not always obvious to the venture teams, as Lehoux et al. (2014) and Warren and Fuller (2015) 
point out.  This uncertainty arises inevitably from the still-novel nature of the venture in question 
(another condition of the accelerator programme), and potentially, uncertainty about the details 
and underlying assumptions of the .  Our sample had, on the face of it, many similarities; yet 
on preliminary observation, there was considerable variation around certain dimensions of the 
proposed ventures, including the stage of the venture, the proposed scope of the venture, the 
complexity of the intended business context, the initial drivers for the venture and the 
entrepreneurial experience of the founder teams.  This diversity presents a rich opportunity for 
research into the uncertain nature of business model development (Doganova and Evquem-
Renault, 2009; Mason and Spring, 2011; Lehoux et al., 2014; Chesbrough and Rosenbloom, 
2002) which, as George and Bock (2012) argue, is an area with a fragmented literature that is 
potent for future research 
 
Thus, building on these authors, for each firm, we are analyzing for key transitionings in the 
construction of the narratives of business model development (Lehoux et al., 2014) and/or 
critical junctures (Vohora, Wright and Lockett, 2004).  This approach captures the ‘temporal’ 
dimension of the programme, in that a certain narrative endpoint (the pitch) has to be produced 
in a certain amount of time.  To avoid a too ‘staged’ approach, we focus on the relationship 
between the narrative of social impact and the narrative of scaleability, which must be 
intertwined for successful completion of the programme.  We also revisit the ventures one year 







 


 


on from our initial contact, and 6 months after the completion of the programme to see if the 
ventures were sustained beyond the programme. 
 
  







 


 


Methodology: the process 
 
One or both authors attended at least part of every sprint event; both authors attended the Pitch-
Day.  Semi-structured interviews of about an hour were carried out either in person, or by Skype 
or phone with venture team members from each team, to explore changes and developments in 
team roles and responsibilities, business model development, and wider network relations over 
the period of the programme.  Three sets of interviews were carried out:  
 


 after the second sprint (during the first sprint, the authors were introduced to the teams 
by the  staff);  


 after the fourth sprint,  
 after the final pitch  (a total of 43 venture team interviews – Team K did not meet our 


request for a final interview).   


These interviews gave us insights into the interactions surrounding the development of the 
ventures’ business model overall.  Further interviews were carried out with 7 mentors and the 
Accelerator Director after the Pitch-Day (52 interviews in total for the study), to give us a wider 
sense of the development process in which the teams were embedded.  These interviews gave 
us a wider view of how external stakeholders were interacting with the ventures.  All interviews 
were recorded and transcribed and shared with participants to ensure accuracy (except in the 
case of one mentor where a recorder fail meant that notes were used instead).  


Analysis and Preliminary Outcomes 
 
Our framework for analysis was derived from aspects of Lehoux et al’s (2014) study, which is 
focused on the emergence of business models in healthcare through the creation of spin-out 
companies.  In this study, the authors identify 3 phases of business model development: 


 Transition 1, where basic ideas are formulated, or being fleshed out; 
 Transition 2, where early functionality has been achieved 
 Transition 3, where early stages of commercialization have been achieved.   


Although we are perhaps oversimplifying in adopting their approach as it is a stage model view 
developed for technology spin-outs (a different context), nonetheless this is useful as such 
transitions often accompany significant changes or developments that could potentially be 
linked to values clashes, or their resolution.  It also enables us to give some sense of how well 
developed the teams’ ideas were at the outset, .and also the progress and culmination of the 
Acceleration process.  The authors also identify three states of tension between product 
designers (in this case seeking to develop spin out firms) and the value creation process, where 
differences between design and business objectives occurred.  These were:  


 synergistic adjustments (objectives broadly aligned) 
 drastic reconfigurations (where the design objectives were changed significantly to 


meet the economic requirements of business model development; drawing on 
alternative vocabulary as ‘pivots’) 


 mismatches where the tension was the greatest between the initial idea and the capacity 
to capture value via an emergent business model.  


While the context of Lehoux et al’s study is different to ours, the concepts of similarity and 
difference between the two area of economic and design value seem useful in exploring 







 


 


potential clashes, or mismatches during the construction of the narrative expected over the 
timeline of the Accelerator programme. 


In Table 2, we list some initial outcomes of this analysis, and comment on the progression, or 
otherwise, in business model development over the Accelerator programme. 
 
Insert Table 2 about here 
 
While we are still at an early stage in our analysis, it is possible to note: 
 


 A wide variety of trajectories through the Acceleration process, varying in terms of: 
 


o Degree of development of the initial idea on entry; in some cases, business 
model development and early stage commercialization were underway (K, G, 
E).  Acceleration enabled synergistic adjustments to the existing model to likely 
enable growth. 


 
o Degree of development of the business model through the Acceleration process.  


In  some cases, significant progress towards a sustainable business model was 
made; in others, while such progress appeared slow, nonetheless, the surfacing 
of tensions through the acceleration process at least ‘cleared the air’, leading to 
clarification of the business model and sometimes realignment of team 
members.  Progress also appeared to be slow where the intended business 
context was apparently complex. 


 
o A wide range of organizational forms were in development, including 


‘mainstream’ revenue generating firms with social/environmental impact, 
franchises, ‘alternative economy’; the needs of the different forms were 
accommodated by the Acceleration process to different extents. 


 
While we are still refining the analysis, and de facto the contribution of our study to the social 
enterprise and business model development literature from a theoretical standpoint, it is clear 
that the 11 individual firms we have studied all went through the Acceleration process very 
differently, and as individual cases, they may prove informative, to those implementing 
Acceleration programmes.  Factors impacting acceleration trajectory and outcomes include the 
degree of development of the initial idea, the organizational form and the complexity of the 
stakeholder environment, which is useful not for the purpose of ‘picking winners’, but for 
managing the expectations of ventures, founder teams, mentors and support teams.   
 
The ‘smoothest’ trajectory through the Accelerator was experienced by the teams that had easily 
articulated business models in relatively straightforward contexts that were already some way 
down the track.  In these cases, the teams took the Accelerator this and processes ‘as read’, 
taking a pragmatic approach as to how they could benefit from new learning, new networks and 
high profile exposure.  Yet while there is a narrative expectation built into the process and 
expected outcome of the Accelerator, this may not be achievable, or even desirable to some of 
the venture teams, who may experience forms of detachment from the programme even though 
they all completed the programme– such as uncomfortable compliance certain parts of the 
agenda, such as scaleability.  This was the case where the initial ideas were linked to ‘alternative 
economy’, sharing agendas, or agendas perhaos more suited to activism rather than enterprise 
development. 







 


 


 
Results and Implications 
 
Our analysis supports those studies that highlight the performative, agential role of the business 
model (Doganova and Equem-Renault, 2009; Mason and Spring, 2011; Lehoux et al., 2014), 
in our case expressed through the use of a tool (Canvas) against process expectations. There is 
evidence that the emerging business model in our ventures acts as an enabler of discussions; 
further, from an acceleration management point of view, the narration of the business model 
surfaces some of the inherent tensions so that they can be resolved at an early stage.  
Interventions by the mentors and support teams actively facilitate management of tensions, and 
following on from that, a learning culture that improves venture team cohesion.  We also 
identify specific factors concerning the characteristics of the aspirant ventures that makes the 
construction of a putative scaleable business model with social impact more likely (or not).    
Finally, we extend the usefulness of this literature by connecting the outcomes of the specifics 
of business model construction to better management of acceleration programmes.   
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Figure 1 Social Lean canvas 


 
  







 


 


Table 1: The ventures 
 
Venture Purpose 
A  Furniture Design, aiming to create positive change in communities by 


interweaving youth and real life projects and products. 
B Childcare service, aiming to create a new childcare service that better meets 


the needs of working parents. 
C Watercare Management, developing an accreditation brand for farmers that 


recognises responsible waterway management. 
D Renters information service, developing an online service to enable renters to 


share information about the quality of their housing, making the ‘healthiness’ 
of a property more visible in the marketplace. 


E Spectacles gift scheme, a buy-one, give-one scheme for prescription eyewear 
aiming to help improve identification and treatment of eyesight problems in 
New Zealand children. 


F Workplace Health and Safety, aiming to test employee impairment and work-
readiness in real time, before accidents happen. 


G Group Exercise Scheme, for a group exercise programme designed 
specifically for Māori and Pasifika 


H Medical Waste disposal, shipping unwanted medical items to developing 
countries where they can be used by people in need 


I Workplace mental health, an online game campaign that will deliver an 
employee wellbeing programme for large organisations 


J Disability support, technology to allow disabled people to operate technology 
systems by using their thoughts. 


K Natural essential oils, harvesting young wilding pines, harmful to New 
Zealand's natural environment, turning them into high-value essential oils 
used in fragrances and other consumer product 


 
  







 


 


Table 2  Business Model Development over the Acceleration Period 
Venture Task Transition Alignment Comment 
A  Furniture 


Design, aiming 
to create positive 
change in 
communities by 
interweaving 
youth and real 
life projects and 
products 


Start: formulation 
Finish: formulation 


Mismatches around 
organizational form 
and scaleability. 


Perhaps too unformed 
in terms of people 
relationships and 
organizational 
development for 
acceleration. 


B Childcare 
service, aiming 
to create a new 
childcare service 
that better meets 
the needs of 
working parents. 


Start: formulation 
Finish: formulation 


Initially 
mismatches, some 
reconciliation 
through new team 
members 


Complex 
environment; Process 
enabled early 
emergence of 
tensions; still looking 
at funding via grant 
mechanisms 


C Watercare 
Management, 
developing an 
accreditation 
brand for 
farmers that 
recognises 
responsible 
waterway 
management. 


Start: formulation 
Finish: formulation 


Initially 
mismatches, some 
reconciliation 
through new team 
members 


Complex 
environment; Process 
enabled early 
emergence of 
tensions; still looking 
at funding via grant 
mechanisms 


D Renters 
information 
service, 
developing an 
online service to 
enable renters to 
share 
information 
about the quality 
of their housing, 
making the 
‘healthiness’ of a 
property more 
visible in the 
marketplace. 


Start: functional idea 
from a student 
project 
End: undeveloped 
online idea loosely 
related to original 
project 


Mismatches, 
pivots, and team 
fission (on good 
terms) 


Values clashes 
between ‘activist’ 
elements in team, and 
those more 
comfortable with 
business revenues. 


E Spectacles gift 
scheme, a buy-
one, give-one 
scheme for 
prescription 
eyewear aiming 
to help improve 


Start: functional idea 
Finish: 
commercialisation 


Synergist 
adjustments around 
rebranding. 


Straightforward idea 
linked to founder’s 
profession. 







 


 


identification 
and treatment of 
eyesight 
problems in New 
Zealand 
children. 


F Workplace 
Health and 
Safety, aiming to 
test employee 
impairment and 
work-readiness 
in real time, 
before accidents 
happen. 


Start: formulation 
Finish: formulation 


Synergistic 
readjustments 


Progress made, but a 
prolonged 
exploration; wanting 
to push boundaries, 
and develop a 
revenue model, but 
not yet convincing 
enough for investors 


G Group Exercise 
Scheme, for a 
group exercise 
programme 
designed 
specifically for 
Māori and 
Pasifika 


Start: early 
commercialization 
Finish: business 
expanding through 
franchise model 


Smooth process, 
synergistic 
adjustments 


Scaleability built in 
from outset through 
franchise model.  
Now, advocates of 
social enterprise 


H Medical Waste 
disposal, 
shipping 
unwanted 
medical items to 
developing 
countries where 
they can be used 
by people in 
need 


Start: functional 
Finish: functional 


Progress, though 
mismatches and 
some pivotting 


‘rollercoaster ride’ 
over values tensions. 


I Workplace 
mental health, an 
online game 
campaign that 
will deliver an 
employee 
wellbeing 
programme for 
large 
organisations 


Start: functional 
Finish: functional 


Mismatches and 
pivots around 
different financial 
models 


Started well, but 
friction with support 
team; complicated by 
being intrapreneurs – 
seeking to effect 
change within a host 
organization. 


J Disability 
support, 
technology to 
allow disabled 
people to operate 
technology 


Start: formulation 
Finish: formulation 


Synergistic 
adjustments and 
mismatches 


Almost a classic tech 
start up – square peg?  
Constrained by 
timeline of  
Acceleration in 
contrast to tech 







 


 


systems by using 
their thoughts. 


development.   Ended 
with a research plan. 


K Natural essential 
oils, harvesting 
young wilding 
pines, harmful to 
New Zealand's 
natural 
environment, 
turning them 
into high-value 
essential oils 
used in 
fragrances and 
other consumer 
product 


Start: early 
commercialization 
Finish: growth 
through international 
orders 


Synergisitic 
adjustments around 
governance and 
firm developments. 


Classic startup from 
experienced 
entrepreneurs 


 
 
 








	


 
The North Sea offshore wind park network and the role of SMEs                                            


in project benefit management across actors 


Abstract 
The research in this paper reveals how Small and Medium-sized Enterprises (SMEs) can 
contribute to project benefit management for offshore wind energy to be competitive. The 
research is based on a longitudinal qualitative study starting in 2011 with 10 SME wind park 
suppliers. The research continued with a focus group interview and individual interviews with 
20 larger enterprises and SMEs within operation and maintenance in wind parks with follow 
up in a seminar May 2015.   
 
The findings reveal opportunities and challenges for SMEs to contribute to project benefit 
management in wind parks. Four different routes are identified for the SMEs: competition and 
cooperation on arm’s length conditions; demand-driven cooperation for SME suppliers 
possessing specific valuable knowledge; supplier-driven cooperation for SME suppliers to 
provide joint solutions to larger enterprises; partner-driven collaboration for SMEs to work on 
equal conditions with larger enterprises. The SME contribution to project benefit management 
is present and different in all four routes. The findings reveal that it is difficult for SMEs to 
move from the arm’s length approach given by the tender legislation to the other three routes 
for SMEs to enhance Project Benefit Management. It is especially difficult to move to the 
partner-driven approach. Here the intermediary roles of either demand-driven or supplier-
driven SME approach are needed before the partner-driven approach is likely to be achieved. 
 
A contribution is hereby made to the understanding of how SMEs can contribute to project 
benefit management for enhanced understanding of SME suppliers, larger enterprises, 
academic researchers and policy bodies to elaborate and take action on in concrete offshore 
wind project context. 
 
Introduction 
One of the Big Four audit firms EY conducted an analysis in 2015 on wind parks and stated 
the following: ‘Offshore wind power is still very expensive under commonly used metrics. If it 
is to remain a viable option in the long- term, its energy production costs must be reduced. 
Large-scale deployment of wind energy will depend not only on how much it can reduce its 
costs, but also how fast.’ (EY, 2015: 9). Small and medium-sized enterprises (SMEs) have an 
important role in the industry context of wind parks. Much of the work on offshore wind park 
projects is done by SMEs together with larger enterprises such as power producers (utilities) 
and Original Equipment Manufacturers (OEMs) (Danish Wind Industry Association, 2014). 
The need for cost reductions and performance improvements of wind parks focus on Project 
Benefit Management (PBM) across offshore wind actors. Here especially SMEs can provide a 
‘dynamic complementarity’ (Rothwell and Dodgson, 1991; Dodgson, 2014) through 
flexibility and responsiveness to new market requirements and technological opportunities in 
ways larger firms cannot. In this way innovation collaboration on PBM can combine the 
entrepreneurial behavioural advantages of SMEs for exploration with the structure and 
resources of larger enterprises for institutional control of resources for exploitation. The 
research question in this paper is thus focused on: how SMEs can contribute to project benefit 
management to support competiveness of offshore wind energy? 
 
The notion of PBM overlaps with other notions, such as value management, stakeholder 
management, project programme- and portfolio-management (Breese, 2012). Bradley 







	


(2006:23) defines PBM as ‘the process of organising and managing projects, so that potential 
benefits, arising from investments in change, are actually achieved’. This issue in PBM is 
important for the North Sea wind parks to provide competitive wind energy regarding to 
traditional sources. As highlighted by Bradley (2006: 24) PBM is perceived ‘as the glue that 
binds together all the other management techniques’. Especially, new collaboration with 
stakeholders crisscrossing the value chain at the regional and global levels is interesting for 
research through the PBM approach integrating ‘the business by project perspective’ noted by 
Kollvit, Karlsen and Grønhaug (2007). In general SMEs are important for the EU society 
representing 99% of enterprises, 67% of all employed people and 58% of the value added in 
the EU (European Commission 2014:15).   
 
The industry partners within the offshore wind turbine industry aim to be competitive by 
reduction of the Levelised Cost of Energy (LCOE) by 50% in 2020 (Madsen et al, 2010). This 
means that the offshore wind turbine industry actors need amongst others to be open for 
collaborative PBM to fulfil this goal. This paper is based on a longitudinal study starting in 
2011 with a project-based network and learning course at the University of Southern 
Denmark with 10 SMEs participating with follow up in 2013 and ended with interviews of 20 
individual actors within Operation and maintenance (O&M) in wind parks with follow up in a 
seminar May 2015. The research is financed by the EU Regional Fund in conjunction with the 
Region of South Denmark. 
 
The outline of this paper begins with a literature review on SMEs and the impact from 
collaboration with larger enterprises in a PBM context as provided by the wind farm industry. 
Next the research method and data gathering are presented. Then the findings are revealed 
and summarised in a model for PBM in the wind farm context. The findings are discussed and 
a conclusion finalises the paper.  
 
Literature review on SMEs and the impact of collaboration on PBM.  
Collaboration on innovation is stated as interesting and essential in the wind farm context by 
essential actors in the following way at the European Wind Energy Association (EWEA) 
Conference 2015 in Copenhagen:  


‘The offshore wind power industry has tremendous potential, but to achieve that 
potential, the industry must collaborate. MHI Vestas Offshore Wind, DONG 
Energy and Siemens Wind Power—three of the industry’s biggest players and 
our event partners for EWEA OFFSHORE 2015—have initiated a joint 
declaration outlining the concept of a “United Industry.” The goal of the 
declaration is to inspire the industry to come together around the promise of 
reducing its cost of energy.’ 


Hereby collaboration is announced for reduction of cost of energy for the benefit of society 
and the wind farm actors through increased competiveness of offshore wind energy. Offshore 
wind farms require highly complex activities that are very dependent on different actors over 
a long-term period. In project management theory, this is aligned with the notion of Complex 
Product Systems (CoPS). CoPS is defined as ‘high-value, capital goods systems, networks 
and infrastructural components, designed and produced by firms as one-offs or in small 
tailored batches to meet the requirements of large businesses or government customers’ 
(Brady & Hobday, 2012, p. 282). In the offshore wind farm sector, there are relatively small 
batches of wind turbines placed in a farm in different complex surroundings with different 
water depths, sea-beds, water flows, cabling and wind conditions. Thus, standards regarding 
wind farms are difficult to obtain and this calls for complex project program management in a 
CoPS context. The lifetime issue of reduction of cost of energy in the CoPS context makes 







	


project program management of offshore wind farms different from normal project 
management practices. CoPS does not follow a lifecycle approach to innovation (Abernathy 
& Utterback, 1988) but instead remains in the early fluid phase, as CoPS essentially continue 
with new development in relatively small batches as a consequence of the different contexts 
of wind farms. Therefore the innovation collaboration declaration from EWEA 2015 is so 
essential for the ‘United Industry’ and PBM is at the heart of the industry aims. 


Innovation collaboration is in literature defined as ‘the shared commitment of resources to the 
mutually agreed aims of a number of partners’ (Dodgson; 2014, p. 462). Dodgson (2014, p. 
463) enhances this by stating: ‘all contributors commit resources to it (the collaboration) and 
mutually determine its objectives’. The logic behind the benefits of collaboration is based on 
complementarities. As Teece (1986) frames it, collaboration allows innovators to have access 
to complementary assets that are necessary for adequate returns on their investment. Access to 
these assets helps to overcome many of the bottlenecks that organisations face in getting their 
ideas successfully applied in markets. Moreover, collaboration can enable synergies between 
partners within the ecosystem platform (Dodgson, 2014). In this context, SMEs in particular 
can provide a ‘dynamic complementarity’ (Rothwell and Dodgson, 1991) through flexibility 
in ways that larger firms cannot. In this way, innovation collaboration combines 
entrepreneurial behavioural advantages of SMEs pursuing exploration and the structure and 
resources of larger enterprises for institutional control pursuing exploitation. 


Moreover, collaboration can help reduce uncertainty by making sense of rapid changes and 
building shared expectations and approaches to innovation challenges (Dodgson, 2014). 
Collaboration thus provides a strategy of sharing control so that control is retained. Lokshin et 
al. (2011, p.305) describe it as ‘A strategy based on exploration of these new opportunities, 
where firms persistently engage in joint innovation projects, rather than jointly exploiting 
cost efficiencies, lowers the probability of inter-organisational malfunctioning’. An 
antecedent for radical innovation in the reduction of LCOE thus may be collaboration 
between complementary business partners to enhance the PBM on capabilities and size of 
enterprises. Offshore wind farm projects are large and hereby deliveries in the projects have 
by law to take the origin in a particular tender, which several market players consider to enter. 
Price is often a fundamental factor in winning the order and therefore a competitive price 
needs to be offered every time. The situation is hereby situated in a transactional approach as 
noted by Williamson (1996) where the competition is intense and widespread. This is 
characterized as a competitive ‘arm’s-length’ approach between the trading parties with focus 
on short-term cooperation on quantifiable issues from the projects such as price, time and 
deliveries. If the larger enterprises aim to adapt demands for more long term collaboration 
(Polenske, 2004) with SMEs and the involved SMEs still aim for short-term transaction the 
situation can be termed as demand-driven-cooperation. The adaption and collaboration of 
requirements set by the larger enterprise enhances opportunities for SMEs to contribute to 
PBM with their current capabilities in offshore wind projects. 
 
The following proposition thus can be derived from the literature review according to 
‘demand driven’ cooperation: 
P1: SMEs can make an active contribution to ‘demand driven’ cooperation for project 
benefit management to support competiveness of wind energy 
 
Larger enterprises launch tenders for cooperation in offshore wind farm projects. This has on 
one side an impact on the market and on the other side an impact on the suppliers and the 
attractiveness contained in the offshore wind project. The issue of attractiveness in projects is 







	


two-sided in terms of both customer attractiveness and supplier attractiveness, as highlighted 
in the literature review by Ellegaard (2012) and Mortensen (2012). Moreover, it has been 
noted that this two-sided relationship is dynamic and a reciprocal on-going process 
(Ellegaard, 2012). Schiele et al. (2010) argue that customer attractiveness may lead to supplier 
satisfaction based on initial customer attraction. Supplier satisfaction can, over time, lead to a 
preferred supplier status, which, again, can reinforce the cooperation (Schiele et al., 2010; 
2011). In this way, an on-going dynamic cycle is created that can be affected both positively 
and negatively. Hereby a ‘supplier-driven cooperation’ can emerge, which is characterised by 
intense initiatives from the SME supplier to adapt to the demands set from the essential larger 
enterprises in the offshore wind turbine industry. It means in practice that the SME supplier 
implements specific customer-related activities, in, e.g., acquiring specific assets, employing 
specific employees and going through a formal pre-qualification. This is the opposite 
approach than described in the demand-driven role of SMEs. The co-operation between the 
parties is in this situation asymmetric because the cooperation is based on the premises of the 
larger enterprises in the wind industry. The SME supplier has only a few possibilities to 
proactively affect the premises and relationship and in this way affect the business project 
perspectives between the parties. The imbalance results from the fact that the essential larger 
players in the offshore wind turbine industry are interesting customers for the SME suppliers. 
However, the adaption and collaboration of the SME suppliers enhances PBM through the 
extension of capabilities available in offshore wind projects. 


The following proposition thus can be derived from the literature review according to 
‘supplier driven’ cooperation: 
P2: SMEs can make an active contribution in ‘supplier driven’ cooperation for project 
benefit management to support competiveness of wind energy 
 


The notion of innovation collaboration does enforce a need for long-term collaboration from 
both larger enterprises and from SME suppliers going beyond the ‘arms length’ approach. It is 
said in the terms of Dodgson as follows:  utilising ‘new opportunities, where firms 
persistently engage in joint innovation projects’. This emphasise the need for collaboration 
between equal partners, where both parties possess valuable knowledge and capabilities. This 
is in the following called ‘partner driven’ collaboration.  Here both parties contribute to 
integrative innovative solutions. In many situations, the technical specialized SME suppliers 
possess more thorough application knowledge and practical experience within a specific 
business tasks in the offshore projects than the customers. Thus, the SME suppliers and the 
larger enterprises can together contribute to the competitive advantage of offshore energy. 
The key issue is development of a joint PBM. As highlighted earlier larger essential actors in 
the offshore wind turbine industry express the need for collaboration in a ‘partner-driven’ way 
as a desirable state. This collaboration form requires larger commitments in relation to 
collaboration partners than the previous described situations. 


It is highlighted that nurturing two-sided supplier and customer attraction has been proposed 
as a way to motivate opposing parties to behave in a certain way or to draw them into a 
certain behaviour, thus influencing what are seemingly voluntary actions (e.g., Schiele et al., 
2010). Furthermore, the concept has been seen as an alternative to using coercion in the 
management of suppliers (e.g., Ramsay and Wagner, 2009; Schiele and Krummaker, 2011). 
Thus, attractive collaboration partners can nurture a binding collaboration and enable 
innovation. 







	


The following proposition thus can be derived from the literature review according to ‘partner 
driven’ collaboration’: 
P3: SMEs can make an active contribution in ‘partner driven’ collaboration for project 
benefit management to support competiveness of wind energy 
 
In summarization three propositions can be illustrated as shown in Figure 1. 


Figure 1 Overview on cooperation and collaboration initiatives. 
 


 
The model in Figure 1 takes its point of origin from the cooperation and collaboration 
considerations in literature on both larger enterprises and SME suppliers. Through the tender 
laws ‘arm’s length’ competition is aimed at, which mean limited cooperation – lower left 
circle. Three other routes of SME suppliers are shown on business project perspectives. In the 
research in this paper it is revealed how SMEs can employ three different routes for 
cooperation/ collaboration as shown in Figure 1. Next the methodology will be described. 
 
Method and data gathering 
The research is based on longitudinal qualitative analyses in the period from June 2011 to 
May 2015 in two different approaches on gathering data for the research. Through heuristic 
analyses, the research focus is set on SMEs and their roles in PBM in the North Sea wind park 
context (Eisenhardt, 1989; Yin, 2009). Through the analyses, the research aim to reveal 
patterns of creation of project PBM between SMEs and larger enterprises to enhance the 
competiveness of wind energy in relation to other energy resources.  


The first research approach provides qualitative data from a project-based network and 
learning course with15 SMEs participating and with larger enterprises making presentations 
for discussions with the SMEs from June 2011 to March 2012. Follow-up interviews with 10 
of these SMEs from September 2013 to December 2013 were conducted. The second research 
approach began with a focus group interview with11 enterprises participating (both SMEs and 
larger enterprises) conducting Operation and Maintenance (O&M) tasks in offshore wind 
farms in June 2014. Then more thorough interviews with 20 of the essential larger key actors 
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(utilities, OEMS, Larger independent service providers (ISPs)) and SMEs were conducted 
from October 2014 to March 2015 and finally a seminar with SMEs and larger enterprises 
were held for presentation of the preliminary findings with 60 participants in May 2015. 
Through this research approach a triangulation of the data can be made. 


The first research approach is grounded in a project-based network and learning course. 
Initially, the participating SMEs were selected due to their own interest and self-selection 
from a meeting held on 14 June 2011 on the research project. According to the interests of 
SMEs, 15 SMEs was selected for participation according to the following criteria: 
 Different value chain activities should be present to cover offshore industry activities. 
 None of the SME participants were competitors – to support ‘free’ information flow. 
 Both production and service enterprises were present to cover both issues. 
 Geographical diffusion within the Danish area to support new relationship creation. 
All the participants were medium-sized SMEs ranging from 10 – 100 employees. All of the 
selected 15 SMEs have their primarily activities in the offshore wind turbine sector and they 
are all primarily project-based organisations. These data on SME suppliers were 
supplemented with interviews of each SME participant in order to prepare a strategic profile 
based on the Business Generation Model (canvas) developed by Osterwalder and Pigneur 
(2010). All SME strategic profiles were created prior to the start of the project-based network 
and learning course. The strategic profiles were distributed to all participants in September 
2011 to give the participating SMEs a more thorough knowledge of the other SME 
participants. Hereby the research aimed to explore the potential for collaboration amongst the 
SMEs and collaboration regarding larger enterprises in the offshore wind sector. 
 
The project-based network and learning course ran from September 2011 to March 2012. 
The concept of the 8 networking meetings with the duration of approximately one day each is 
described in Table 2. The overall themes for the days were in headlines set by the reference 
committee and applied by the researchers during the network days. 
                  Table 2. Overview of network meetings 
 
 
 
 
 
 
 
 
 
 
 
 
 


 


Table 2 shows the overall content of the 8 network days. Initially, business development was 
elaborated in the first two meetings. This means that the SME supplier participants could 
work on their own business development activities between the meetings. Next, a network 
meeting was held on value chain understanding and the last network meeting in 2011 focused 
on the understanding of internationalisation in relation to the participants’ own SME context 
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and the context of the offshore wind industry. 


In addition larger key players in the offshore wind turbine industry made presentations on 
how they perceived valuable contributions from SME suppliers, and a site visit was made at a 
wind farm owner to look more thoroughly into the management of the offshore wind farms. 
The SME suppliers were hereby provided with shared concepts and understanding of their 
own businesses and the demands from larger enterprises in the offshore wind turbine industry.  


The project-based network and learning course continued in 2012 with a concrete project for 
development of the SME’s own businesses. Each SME presented their own project, and these 
projects were focused on concrete action and gathering of experiences during the last 4 
network meetings in 2012. 


From September to December 2013, follow-up interviews were conducted with 10 of the 
originally 15 participating SME suppliers. Five SME suppliers decided to leave the research 
project for various reasons e.g. caused by a severe financial challenge, acquired by a large-
scale industry player, seriously illness and limitations of resources due to an attempt to gain a 
foothold in China and Brazil during the period. As a result, it was possible to conduct follow-
up interviews with10 SMEs from September 2013 to December 2013. The aim of these 
follow-up interviews was to obtain information on application of knowledge. 


The second research approach was grounded in a wider perspective of the industry within 
operation and maintenance (O&M) activities were the yield of the offshore wind park 
materializes through the production of wind energy. The participants in the semi-structured 
focus group interview held in June 2014 were managers from various companies with 
different roles, e.g., a wind farm owner, a wind turbine producer, equipment suppliers, service 
providers of equipment and/or staffing. Eleven different companies working on offshore 
projects participated in the focus group interview with at least one management person from 
each company. The focus group interview was transcribed to analyse the findings (Eisenhardt, 
1989; Yin, 2009). Different roles and interests were distinguished in this material. This 
provided a platform for the semi-structured open-ended individual interviews conducted at the 
site of the enterprises from October 2014 to March 2015. The interviewees came from twenty 
companies participating in O&M activities in offshore wind farms. Here seven of the 
interviewees were SMEs and the thirteen of the interviewees were larger enterprises. Through 
this individual interview approach, more in-depth interviews could take place regarding the 
challenges and lessons learned for reducing cost of energy at different offshore wind farm 
sites. An interview guide was developed, which on the one hand provided overall structured 
information on innovation and, on the other hand, provoked the interviewees to think about 
their own suggestions. The researchers were looking for rich information from the 
interviewees, and therefore, confidentiality was agreed upon with the participants. This 
confidentiality was important to the majority of the interviewees and mentioned by several of 
the interviewees as essential. Citations are thus anonymous to the reader.  


All interviews were recorded and transcribed for thorough analysis. The first analysis of the 
data was conducted after 5 interviews in a collective discussion among the researchers. The 
discussion was focused on needed adjustments to the interview guide. The discussion of 
preliminary findings did sharpen the attention and focus in the remaining interviews. The 
interviewees were primarily selected from companies and/or managers the researchers did not 
have contact with during previous research. New understanding and insight could be obtained 
through this approach to the interviews.  
 







	


Table 2 Overview on the individual interviews 


 


 


 


 


 


 


 


 


 
Table 2 shows the different roles of the interviewees and the level and function in which they 
operate in the organisation. It can be seen that the information from the interviews is based on 
six very different roles in the offshore wind farm business supplier network. Rich information 
drawn from different interests and roles is thus present. Moreover, different management 
levels are also present; however, all have a connection to the O&M field of offshore wind 
farms. ‘Converging lines of inquiry’ (Yin, 2009; p. 115) started to emerge on the issues for 
research, and was prominent in the last 25% of the interviews. This means that the 
interviewees highlighted predominantly the same answers as already gathered to the research 
question – just from different perspectives.  
 
Additional analyses were conducted after the researchers ended the interviews in March 2015. 
During the analyses, a deductive approach was used to reveal the most interesting findings 
based on the literature review. The researchers went through all transcriptions and picked 
interesting quotes on the different propositions. These quotes were typically 1- 10 lines and 
picked according to the ability to capture the meaning in the answer of the respondents. The 
researchers used a large room to display, sort and discuss the similarities and differences 
across the rich information provided by the various actors. The material was displayed to 
reveal patterns in the research material. The displays were captured in photographs to keep 
opportunities for later consultation by the researchers. For several days, the researchers 
analysed the data and discussed the meanings and findings according to the propositions. 
 
In May 2015, a seminar was held for presentation of the preliminary findings from the 
research and for participants in the offshore wind farm industry to discuss the necessary steps 
to reduce cost of energy. The researchers presented the most interesting preliminary findings, 
and five industry actors with different roles presented their view on needed initiatives. 
Overall, 60 participants from different O&M actors provided the grounding for comments on 
the findings and thus a discussion was able to unfold. The presentations and discussions 
afterwards were recorded for analysis, which could supplement the research and provide a 
triangulation opportunity. In the following section, the findings will be revealed and 
discussed. 
 







	


Findings and discussion                                                                                                         
The analyses first reveal the findings in the first research approach and then reveal the 
findings in the second research approach and finally compare and combine the findings to 
reveal the support to the three propositions stated in the literature review. The analyses thus 
focus on the three propositions and the related SME routes for BPM – one by one. 


The SME route for ‘demand driven’ cooperation.                                                                   
In this approach the larger enterprises/ customers are into command on forming the 
collaboration approach towards the role of SME suppliers to enhance PBM. 


In the first research approach the SMEs in a training course on business development different 
larger enterprises provided their view of necessary requirements from SMEs. These customers 
were predominantly from the production area of wind turbines. Overall the message was the 
SMEs have to comply to market standards and the needs of the specific customer e.g.  


 A tier one supplier wanted SMEs to comply with the PPAP (Production Part 
Approval Process) certification, which is used in the automotive supply chain for 
establishing confidence in component suppliers and their production processes. This 
was needed according to the tier 1 supplier. This requires a strong documentation 
process in the SME, which often is burdensome for SMEs. The participating SMEs 
did perceive their strength more in relation to flexibility of services. 


 An OEM also required standardized solutions and documentation, however, also 
acknowledged a need for flexibility and the need to tap from the complementary 
technical and application knowledge of SMEs. 


On one hand these requirements emphasise a high degree of standardization and 
documentation, which require the SME organisation to learn how to do this in an efficient and 
effective manner on the other hand the customers also acknowledge the need for SMEs to 
support collaboration in non-standardized ways with their specific application knowledge. 
This seems to be a paradoxical requirement from SMEs. 


In the second research approach containing the interviews of predominantly larger enterprises 
within O&M activities the understanding of demand driven cooperation was extended as 
follows: 


 N9: ‘Many SMEs cannot take command, and consider how the coordination can be 
done for service tasks on the offshore wind farm. There is a difference in the service 
above water and the service under water. Service above water – any ‘tractor mechanic’ 
can work that out. Service under water requires divers and special education. It means 
that service contracts will probably change and contain several enhanced tasks in the 
future’. 


 N2: ‘When larger service contracts are signed, there is a need for more funding to be 
able to meet the contractual obligations. Therefore, SMEs are forced to find alliance 
partners, which can provide the funding to work on the larger service contracts’. 


 N5: ‘It makes sense to have some kind of consolidation. The tenders for service 
contracts are heavily loaded with requirements for resources, documentation, safety 
and the risk assessment abilities of the service provider. We use SMEs on some tasks, 
where very specific knowledge is required – a very specific knowledge only possessed 
by few SMEs’ 


Here the demand from larger enterprises on collaboration express an anticipated development 
with elimination of SMEs due to a perceived required consolidation, mainly because the 







	


coordination and contractual obligations are to heavy for SMEs to be involved in. The SME 
role is thus foreseen to be short either because the SME will be forced into consolidation with 
other SMEs/ larger actors on the market or will be abandoned. An exception to the anticipated 
development is when the SMEs have a very specific and valuable knowledge, so niches for 
SMEs are also anticipated to be present. These specific knowledge niches provide an essential 
route for SMEs to take in the demand-driven approach. It means that SME suppliers can 
break the ‘glass-ceiling’ to the larger enterprise with limited cooperation initiatives from the 
SME supplier. If SMEs do not take this route a consolidation into larger enterprises is likely. 


Proposition 1 was stated as follows: SMEs can make an active contribution to ‘demand 
driven’ cooperation for project benefit management to support competiveness of wind 
energy 
This proposition is not supported by the analyses in a broad sense. However, there are 
opportunities for SMEs in niches requiring specific and valuable knowledge to enhance PBM. 
It means that SMEs possessing such a specific knowledge thus can utilise this knowledge in 
their approach to larger organisations e.g. in their personal sales effort and/or as support on 
their website/ sales material and marketing approach in general. The strengths of SMEs are 
typical their flexibility and this needs to be emphasised according to the specific knowledge 
needed by the larger enterprises. 


The SME route for ‘supplier-driven’ cooperation 
In this approach the SMEs are into command on what they anticipate to fulfil and what role 
they have to provide to enhance PBM. 


In the first research approach containing the SMEs in a training course on business 
development it was shown that the interviewed SME suppliers had taken a range of initiatives 
on the move from ‘limited cooperation’ to ‘supplier-driven’ collaboration. This is 
documented through the following examples: 


 V7: implemented a matrix-organisation with the aim of more focus and adaption to 
specific customers. 


 V3: implemented a management backup system so that all central management areas 
can be operated by at least two managers. The aim is always to be able to serve the 
customers in a good way. 


 V5, V4, V3, V7, V10 and V1 developed and implemented project findings in 
databases so that these findings in the completed projects can be used in new projects. 


As shown, SME suppliers have launched many different activities to adapt to the supplier-
driven cooperation.  
 
In the second research approach containing the interviews of predominantly larger enterprises 
within O&M activities the understanding on supplier driven cooperation was extended as 
follows: 


 N3: ‘We try to think a few steps ahead for solutions. We do not only think as others do 
when they send employees on courses: “Well, we have some people ready”. No, we 
think about what they (customers) need for actual readiness for operation offshore’. 


 N10: ‘We spend very little time on paper documentation. We exchange documents on 
IT ‘share-platforms’ with our customers and partners. It both secures documentation 
and operations, and it is possible to control the versions of documents. The industry is 
characterized by new employees who do not have any idea what they need to do’. 







	


 N12: ‘Collaboration among independent service providers (SMEs) creates synergies, 
and in this way they can also obtain a larger customer base’. 


Here the SME suppliers think ahead of the tasks on behalf of the customers. This can be done 
both in relation to manpower capabilities and in relation to handling of documents as 
highlighted by the SMEs. However, it can be ‘a lonely road’ because SMEs have to guess 
about the essential requirements of larger enterprises. The issue of synergy between SMEs 
collaborating is perceived to enhance PBM. 


 
Proposition 2 was stated as follows: P2: SMEs can make an active contribution in ‘supplier 
driven’ cooperation for project benefit management to support competiveness of wind 
energy 
This proposition is supported by the analyses in a broad sense. There are opportunities for 
SMEs to collaborate with each other and also to take initiatives in own organisation, which 
makes them more ready for cooperation short time and collaboration long term with other 
SMEs and with larger enterprises either partners or customers. It means that SMEs can 
cooperate in networks for complementary tasks and knowledge, which they in cooperation 
can market as a joint solution to a given problem rather than each SME market own specific 
task. 


The SME route for ‘partner-driven’ collaboration. 
In this approach the larger customers and the SMEs are on equal terms on what to anticipate 
from the SME route to enhance PBM. 


In the first research approach containing the SMEs in a training course on business 
development it was shown that many SME suppliers have a pronounced desire to come closer 
to their essential larger key players in the offshore wind industry with the hope that they can 
contribute through the realization of mutual advantages in robust partnerships. The SME 
suppliers have expressed creativity in their activities to develop the business relationship 
towards actual partnerships and PBM. The following activities show the proactivity of the 
SMEs on collaboration: 


 V7 and V1 run customer-specific courses in a selection of their own application 
capabilities, which the customer can utilise in a beneficial way. 


 V7 says: ‘We teach the customers how to deal with the easy challenges. The 
complicated challenges we solve ourselves’. 


 V1 says: ‘Employment of a business model not known by the larger enterprise – that 
is proactivity’. 


 V10, V6, V4, V3, V2, V1 have all participated in proactive specific development of 
certain intermediate products and processes. 


From these analyses, it can be stated that SMEs have capabilities that are often interesting to 
essential larger enterprises in the offshore wind industry. At the same time, it must be pointed 
out that the creation of partner-driven collaboration is difficult. The SME supplier V6 
underpins the statement in this way: ‘ it is typically not the customers who demand 
participation of SMEs in the development process. It requires good personal relations before 
larger customers invite SMEs into the development process with test etc. of solutions in the 
projects’.  
 
It can also be negative for the SME suppliers to participate in development processes, as 
highlighted by V6 in a specific collaboration with a tier 1. supplier, who has subsequently 
chosen another producer of the high-volume components developed in Asia instead of V6. 







	


The SME supplier V6 then has suffered the development costs without getting the benefit of 
sales anticipated from the collaboration. 
 
Additionally, the opinions of V8 illustrate the difficulties of partner-driven collaboration. The 
SME supplier says: ‘the challenge is to find the essential customer. In the offshore wind 
turbine industry several partners are typically involved such as owners, producers, several 1. 
Tier suppliers etc. Who is actually the essential customer? Moreover, it is difficult to find 
somebody in a huge enterprise, who actually deals with the small and specific business area of 
the SME supplier. The challenge is that the SME business area often has very little interest to 
the larger enterprise because the products and services often have limited costs in the offshore 
projects of the larger enterprise’.  The statement reveals the difficulty in contacting relevant 
decision makers and catching their interest for proactive collaborative development processes. 
The cost in the project related to the single SME can often be limited within a project of 
building a wind park. However, after completion of the project, some of the underdeveloped 
areas e.g. tiny products such as rubber seals and O-rings can cause considerable problems 
according to, e.g. perforation and instability in performance of the wind turbine in the harsh 
environment of the North Sea. 
 
In the second research approach containing the interviews of predominantly larger enterprises 
within O&M activities the understanding on partner driven cooperation was extended as 
follows: 


 N3: ‘Suppliers can really make a large difference, when they are integrated very early 
in the wind farm project. Maybe before the project has begun at the manufacturing 
unit’. 


 N13: ‘An ideal supplier must understand our philosophy, our way of working. They 
have to be ‘a customer’s man’. For example, if our subcontractor observes a failure 
when doing scheduled service, I appreciate when they come and tell me’. 


 N8: ‘In Oil & Gas they are forced to co-create and they can see the advantage in co-
creation. It is a maturation process that is not really taking of yet in the offshore wind 
farm industry. Better collaboration in the larger enterprises, e.g., between construction 
and O&M units, could enable innovation. Also, more professionalism and co-creation 
in the logistical approaches would improve performance’. 


 N15:‘Co-creation would probably mean that roles within O&M have to change with 
different risk profiles and longer terms of contracts’ 


 N7: ‘To begin with, I met with challenges in obtaining project jobs, as the company 
was small. However, after I had received my first task, my client was good at 
recommending me to others’. 


 N8: ‘We like those suppliers who take initiative and come up with new ideas’. 
From these analyses it can be stated that both larger enterprises and SMEs acknowledge the 
benefit of collaboration with each other on equal terms. However it really requires a thorough 
understanding of each other for collaboration in terms of co-creation on behalf of each other. 
It is highlighted that certain antecedents of contract periods and risk-taking profiles of 
enterprises has to be changed for support of collaboration and enhancement of PBM. 


However, there are also difficulties in this close collaboration as highlighted below primarily 
gathered from the first research approach: 


 V2:‘they are stubborn and stupid, those larger enterprises in offshore wind farms’. 







	


 V5 ‘The senders and receivers of information does not have the same brain 
convolutions’. 


 V8: ‘Larger enterprises can behave ‘blacksmith-like’ and express directing attitudes 
towards us based on false assumptions about the application of the technology’.  


 V7: ‘Children on equal terms play at best’ 
Hereby is shown that SMEs sometimes have difficulties to get access to larger enterprises 
with their knowledge, which can improve the benefit of the project. The SMEs are in between 
met with ignorance regarding their suggestions based on limited knowledge of the specific 
application in the larger enterprise 
 
Proposition 3 was stated as follows: P3: SMEs can make an active contribution in ‘partner 
driven’ collaboration for project benefit management to support competiveness of wind 
energy 
This proposition is supported by the analyses in a broad sense. There are opportunities for 
SMEs to collaborate with larger enterprises on equal terms. However, sometimes the 
opportunities for PBM to integrate SMEs are lost due to the ignorance of suggestions from 
SMEs. It means that larger enterprises need a more thorough understanding of the benefit of 
flexibility and creativity from collaboration with SMEs. Additionally SMEs need to learn to 
understand the thinking and language of larger enterprises. More on the job training with 
larger enterprises are needed. 


In summarisation the three propositions are shown in Figure 2 


Figure 2 The SME role of collaboration with larger enterprises. 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Figure 2 shows the challenges of SMEs within PBM. If SME suppliers take the route of 
‘demand-driven’ cooperation they must be ready to challenge the glass ceiling of larger 
enterprises. They can only pass if they have specific valuable knowledge, which nobody else 
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possesses. If they go for supplier driven cooperation it is ‘a lonely road’ regarding the larger 
enterprises where the SME has to guess what the customers really want. They can have 
valuable synergies with other SMEs, which can enhance PBM. Most project benefits are 
created through partner-driven collaboration. However this is challenging on the issue of 
collaboration on equal terms. The key to this collaboration is held by the larger enterprise, so 
it is a matter of openness from larger enterprises on SME suggestions early in the project. It is 
an opportunity for the SME suppliers to take the route directly from limited cooperation to 
partner-driven collaboration, however, in practice not likely. Instead both the route of 
demand-driven cooperation and supplier driven cooperation can lead to partner-driven 
cooperation to enhance PBM. 
 
Further research is needed in this context and also in other business context to reveal the 
applicability of these findings. 
 
Practical Implications 
The findings reveal different approaches for SMEs from the arm’s length competitive position 
the offshore wind industry are primarily using now towards enhanced approaches on how 
SMEs can play a role for project PBM to support offshore wind energy. First exists a demand 
driven approach of SMEs possessing specific knowledge they can utilise in a beneficial way 
in their approach to larger organisations. Second exists a supplier driven approach of SMEs 
cooperating in networks for complementary tasks and knowledge they can utilise in a 
beneficial way for joint supplier solutions. Third exists a partner driven approach of SMEs 
for collaboration with larger organisations for joint innovation they can utilise in a beneficial 
way for joint customer-supplier solutions.  
 
In summarization three different paths of PBM exists for SME to pursue. In practical context 
is therefore important to distinguish the approach to larger organisations in accordance with 
own SME strength and act accordingly in different ways as noted. 
 
Conclusion 
The research in this paper reveals how SMEs suppliers can contribute to PBM for offshore 
wind energy to be competitive. The research is based on a longitudinal qualitative study 
starting in 2011 with a project-based network and learning course with 10 SMEs wind farm 
suppliers and continued with interviews of 20 individual enterprises within O&M in wind 
farms and a seminar in May 2015.   
 
The findings reveal challenges, however, also opportunities for PBM. There is a glass ceiling 
revealed for demand-driven cooperation if the SME does not possess specific valuable 
knowledge. There are opportunities revealed in general for supplier-driven cooperation, where 
SME suppliers can either collaborate on solutions or on own initiative come up with 
interesting solutions for collaboration with larger enterprises. If they succeed in this the SMEs 
can take the route to partner-driven collaboration. Here PBM seems to have the best 
opportunity to contribute. However, it is not likely that it will be possible for the SME 
supplier to take the route directly from limited cooperation to partner-driven collaboration. 
 
A fourfold contribution is hereby made to the enhanced understanding of the SME routes 
within PBM for the SMEs themselves, larger enterprises, academic researchers and policy 
bodies. Hereby future support of the competiveness of wind power can be enhanced.  
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Ownership rights of children in family firms: 


The law and the conflict of interest 


 


 


Abstract 


The legal boundaries of children’s rights in relation to family business issues are neglected and 
unclear. Family business research primarily takes an interest in the next generation when they 
reach an age to formally engage with the business. However, we acknowledge that minors can 
become owners long before they assume formal roles in the business. Through legal analysis we 
outline the boundaries of children’s ownership rights in family firms. We discuss ownership, 
governance and changes to the family composition such as new family members, death and 
divorce. All of which are framed by legal rules that are developed without any consideration of 
the special case of families in business. Our multidisciplinary approach of applying family law to 
family business management alludes to the call of more carefully dealing with family issues in 
family business research and contributes by illuminating the hitherto rather anonymous role of 
underage children in business families. Our elaboration contributes to family business research by 
outlining legal boundary conditions in terms of central family business issues. Furthermore, 
clarity on the legal rights of children in business families regarding matters fundamental to family 
business life should be of interest to practitioners and their advisors.  


1. Introduction 


Given the crucial importance of succession for family businesses (Chua, Chrisman, Sharma, 
2003), the next generation is a focal topic in family business research. Björnberg and Nicholson 
(2012: 375) identify three main streams of research in review of studies on the next generation: 
(a) attributes of successors, (b) the “success factors” of succession, and (c) relationships and 
difficulties associated with the succession process. The next generation studies does however 
almost exclusively treat only family members already involved in the succession process 
(Björnberg & Nicholson, 2012). We contribute to the understanding of the next generation by 
turning the attention to underage children that not (yet) have a formal involvement in the 
business. A review of family business literature confirms that children are rather anonymous until 
they reach the age of formally engaging with the business and arise as potential successors. This 
is only natural for a research field primarily concerned with management (Zahra & Sharna, 
2004). Yet, calls are made to better understand the family dimension of family firms (Dyer, 2003; 
James, Jennings & Breitkreuz, 2012; Litz, Pearson, & Litchfield, 2011, Rogoff & Heck, 2003; 
Zachery, 2011).  


From a legal perspective, ownership concerns how an ownership position is acquired (via 
inheritance, merger, etc.) and what a person in this position can legally do (e.g. sell the shares or 
enjoy the dividends) (Arnholm 1962; Smith 1976). But what happens when the owner is a minor? 
How do children in business families obtain shares in the family business and in what ways can 
they exercise their ownership? Even though underage children cannot hold management 
positions, they can own shares in the business. The purpose of this conceptual paper is to outline 







 


implications of children’s ownership rights in family firms from a legal perspective. The research 
questions studied through legal analysis are: 


1) How can underage children become owners of shares in their family’s business? 
2) How can minors exercise their ownership rights, such as voting-power on the annual 


meeting, receiving dividends, etc., in the family business? 
3) What can these children do with their shares in terms of transfers, etc? 
4) How are the legal boundaries hindering and facilitating the terms for children in a family 


business context?   


When reasoning about the rights of a child, we apply the Interest theory (MacCormick, 1977) on 
Children’s rights. Furthermore, we address the complexities due to the conflict of interest 
between a child and a parent. In the family business context, the conflict of interest arises from 
the double role of the parent as guardian of the child’s ownership and their own stake in the 
business.  


The paper is structured as follows. Next section reviews family business literature on the topic of 
underage children to discuss our current understanding of children’s role in family business 
research. From this background we move to the analysis of the legal framework and how it 
pertains to the special case of the family business context. Finally we discuss our research 
questions and suggest future avenues at the boundaries of law and business for advancement of 
family business research.  


2. Children in the family business literature  


Succession is one of the most studied topics in family business research (Zahra & Sharma, 2004) 
making issues pertaining to the “next generation” salient in family business literature.  The 
“children” of the next generation are however already grownups before they start to frequently 
occur in the family business literature as potential successors. To see how young children are 
portrayed in this literature we review some of the most common outlets for family business 
research1. We do not claim this to be an exhaustive review but a focused one with the aim of 
getting an insight to the topic of young children in family business research. Most hits in the 
search turned out to not treat these issues and were deselected leaving 18 articles to be presented 
under themes that emerged during the reading.  


The role of children for the decision to start a business and its gender differences is the most 
studied topic in our selection. Women are to a larger extent motivated to become entrepreneurs 
for family related life-style reasons especially when they have dependent children while men to a 
larger extent seek wealth creation and advancement (Beach, 1993; Caputo & Dolinsky, 1998; 
DeMartino & Barbato, 2003; De Martino, Barbato & Jacques, 2006). Saridakis, Marlow and 
Storey (2014) however claim that the gender-based explanation exaggerate the role of the social 


                                                            
1 18 articles were identified among 128 hits through a search made on abstract(parent* OR child* OR teen* OR 
minor OR minors OR underage*) in the journals of: Entrepreneurship Theory and Practice (ET&P), Family Business 
Review (FBR), International Journal of Small Business Management (IJSBM), Journal of Business Venturing (JBV), 
Journal of Family Business Management (JFBM), Journal of Family Business Strategy (JFBS), Small Business 
Economics (SBE) and Strategic Entrepreneurship Journal (SEJ).  







 


factors. To choose self-employment for the reason to spend more time with the children is hurting 
the successfulness of the ventures pointing to a need for better child care policies (Haynes, 
Avery, & Hunts, 1999; Williams, 2004). The causality of the relation between children and 
women’s self-employment is confirmed so that children cause the self-employment desire and 
not vice versa (Noseleit, 2014).  


Parents as role models for self-employment is also a frequent topic. Several studies focus on how 
children’s career choices are effected by growing up with enterprising parents. Parental self-
employment does have a positive influence on the offspring’s own propensity to become self-
employed (Mungai & Velamuri, 2011; Schindehutte, Morris & Brennan, 2003). Mungai and 
Velamuri (2011) compare how that influence change during different stages of childhood (late 
childhood: age 8-11, adolescence: age 12-17 and young adulthood, age 19-20) and find the effect 
strongest on young adults. Based on social-learning theory, Hoffman, Junge and Malcow-Møller 
(2015) find strong empirical support for the general increase in self-employment but also that 
fathers have stronger effect on sons and mothers on daughters and that the relative effect is 
stronger for males. Also Laspita, Breugst, Heblich and Patzelt (2012) support the positive role-
model effect and add similar results from grandparents and variations depending on cultural 
difference between countries.  


Young children’s role in existing businesses is also subject of study. The family systems effect on 
the business is great and multifaceted. Children cause constraints to business success through the 
extra time end cost associated with their upbringing and for contributing to family tension and 
role conflicts (Olson et al., 2003), especially for female entrepreneurs (Shelton, 2006; Stoner, 
Hartman & Arora; 1990). The hiring of family members (including the children of age) is 
however positively related to business revenue (Olson et al., 2003).  


Parent-Child relationships are complex and can foster both vicious and virtuous circles of 
behavior. Eddleston and Kidwell (2012) propose that the parent-child relationship before a child 
enters the firm will influence subsequent leader-member exchange during the child’s employment 
and suggest that further family business studies should consider family relations and individual 
level experiences of family members. Kaye (1999) points to two options for family business 
owners to secure long-term success; firstly an early molding of their children and secondly 
through influence over the mate selection when their children eventually marry. According to 
Kaye (1999), descendants’ competitive advantage should be improved by developing their 
potential in the areas of their strength, build self-esteem, create economic opportunities, widen 
their horizons through diverse experiences and through leading by example.   


From reading articles in common family business research journals identified from searches on 
words pertaining to children and parents it became evident that many of the articles did not focus 
on the role of children or treated “children” of grownup age. A case in point is the study of Birley 
(2002) where the children surveyed ranged from 12-52 years old with a mean average of 27 
which is unproblematic for their aim of the study but not for ours. Among the studies that do treat 
the role of young children, four themes are predominant: (1) children as reason for self-
employment, (2) parents as role-models for children’s future self-employment, (3) children’s 
(negative) effect on the business and (4) the complexities of parent-child relationships.  







 


Up until only the past few decades work and family were largely viewed as separate spheres by 
organization and management scholars (Rothausen, 2009). The last 25 years has seen an 
explosion of research on the relationships between work and non-work life although kept quite 
separated from the family business literature (Rothausen, 2009). Our topic is one step in the 
direction to combining work/non-work aspect for development of family business understanding. 
Much more is let to be done in that domain.  


3. Children’s ownership rights from a legal perspective  


3.1 Introducing the legal perspective 


The legal perspective on ownership of family businesses revolves around how an individual can 
obtain such a position and what this person can legally do. This paper poses the question of 
whether there are any differences concerning minors as owners? 


Property rights and social rights are, by the state or the courts, in statutes and leading cases 
conveyed to individuals so that they can safeguard their own interests. However, minors are 
generally not able to do this, since their volitional and cognitive capacity – albeit progressing – is 
limited. Somebody else, in most cases the parents, has the obligation to safeguard the interests for 
their children as well as to exercise and protect their right.  Both the interests/rights and the 
content of the obligations are constantly evolving as the child matures (art. 5 in the UN 
Convention on the Rights of the Child, 1989). Thus we can divide children’s legal rights into two 
types, firstly those they can guard themselves, perhaps after a certain age and to a limited extent, 
and, as a second type, rights that are exercised and protected by the duty-bearers (parents). In the 
following we will proceed with implications of these legal frames in the family business context.  


3.2 How and why children may obtain shares in the family business 


To start with it should be repeated that minors can own shares in a family business, although they 
are not able to manage the firm. Furthermore, a child can obtain an ownership position in all 
ways that are open for an adult. However, there may be limitations to how a child can invest his 
or her money (real estate, shares in businesses, etc.), so that he or she is dependent on the 
approval of the guardian. 


In this paper we assume that a child C has acquired ownership in the family business through: 


a) A gift of shares from the older generation, the entrepreneur A, perhaps in preparation of a 
future succession of the business. 
Or 


b) An intestate succession or a testament, perhaps after the sudden death of A. 


These options seem to be the most frequent. In one Swedish study ownership of shares in the 
family business was obtained by the younger generation via a gift (60 %) or a will (5 %) of 127 
cases (Sund & Ljungström, 2011). Additionally, there were also a few cases of intestate 
succession. It should however be noted that in that study there was no distinction made to the age 
of the child.  


3.3 Legal rights – Will theory versus Interest theory 







 


 


In legal writing there has been a long and extensive debate on the function of legal rights. Here 
we will focus on the Will theory as presented by Hart and a version of the Interest theory put 
forward by MacCormick. 


In short the Will theory emphasizes the possibility to choose, i.e. a right-holder can for instance 
choose to enforce or waive the obligation of a duty-bearer (Hart 1982, pp. 162-193; MacCormick, 
1982; Ross, 2014). One example is if a minority owner in a family business intends to sell his or 
her shares and the majority shareholder has an option according to the shareholder’s agreement to 
enforce a right of first refusal, or waive this right. 


However, in general children do not have the legal capacity to waive the obligations of others. 
Thus the explanatory power of the Will theory, although the relevant choices in many cases can 
be made (on behalf of the child) by representatives, do not seem convincing, since also the latter 
may lack volitional capacity or opportunity or simply disregard the interests and rights of the 
child. 


A version of the Interest theory is to structure the relevant legal positions hierarchically with a 
correspondence between interests and rights for children, as well as obligations for e.g. parents 
(to enhance the interests and exercise and protect the rights of the child) which in turn, when the 
duties are not fulfilled, leads to sanctions. Figure 1 depicts this structure 
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Figure 1. Structuring children’s rights as a correspondence between interests, rights, obligations 
and sanctions.  


 


The pyramid illustrates how interests, rights, obligations and sanctions are corresponding on a 
continuum in a falling scale. Not all interests of a child are met with a right and some of the latter 
do not correspond to an obligation. Lastly, sanctions cannot always be used against omitted 
duties.  







 


The dotted lines (in fig. 1) indicate that a sanction can give rise to an obligation, as well as that a 
right can be derived from an obligation. 


Here we limit the reasoning to the economic interests of children but illustrate with a simplistic 
example: Children have an interest of being fed. This corresponds to a right, which in turn is 
linked to an obligation for the custodians (in most cases the parents) to buy and provide the food 
needed. If they do not comply, they can be sanctioned according to the Criminal Law. Children 
also have an interest of consuming sweets. However it does not correspond to a right or an 
obligation for the parents. Likewise, a child owning shares in the family business has an interest 
of being assisted in exercising the ownership rights, for example to receive a dividend. This 
correspond to a right, which in turn is linked to an obligation for the guardians to safeguard the 
rights of the child (Parental code 12:1). If the parents do not comply it may result in a liability to 
pay damages to the child (12:14). 


We suggest that (this version of) the Interest theory has the relatively superior explanatory value 
which we will elaborate on in the following by testing its application. 


3.4 Children’s possibilities to exercise ownership rights 


In this and the next subsection we use the Swedish legal system as an example of how the 
economic interests and rights of children regarding ownership can be enhanced or hampered via 
the legal system and the content of the articles of association and shareholder’s agreement. 
National legislation, etc. in other countries differs in details. The Swedish legal system provides 
an example to test the previous elaborated version of the Interest theory: 


The obligation to attend to the economic situation for a child (Parental code 12:1) is in most cases 
linked to the custody (10:3), i.e. the parents are also guardians. Together they exercise the 
ownership rights of the child (who owns shares in the family business) and they also decide 
whether to convey the shares (13:1), etc. If the parents disagree, a chief guardian can solve the 
conflict (12:12). A chief guardian is appointed by the municipal council and is entrusted to 
supervise all guardians. The only common exception to this general pattern is if the older 
generation has entrusted a third party (e.g. a bank) to manage the shares until the child reaches 
maturity (or longer). If so, the older generation loses all influence over those shares but is entitled 
to annually receive an account of what has been done.  


It should also be mentioned that if the guardians carelessly cause financial losses for the child, 
they can become liable to pay damages (12:14). If the child is 16 years or older, the guardians are 
obliged to listen to the opinion of the minor. 


Concerning the right to vote during the annual meeting also this type of ownership right is 
exercised by the guardians. However, a shareholder’s agreement may entail stipulations on how 
the owners should cast their votes. According to Swedish legal writing, this is binding also for a 
new owner (C) and the guardians (A and B), if the shares were acquired through a transmission 
(for example via will or an intestate inheritance). If the acquisition took place through a transfer 
of shares (e.g. a gift) C is not bound, unless the previous owner inserted such a condition in the 
title deed for the gift, i.e. that C would be bound by the shareholder’s agreement. 
 







 


If the parents goes through a divorce and B becomes the sole guardian for C, or if A is deceased, 
it is B that can vote for the shares owned by C. This may certainly complicate governance, if 
there is no sole majority owner of the business. 


3.5 Children’s possibilities to convey the shares 


If a minor is an owner of shares in the family business, it may become very disturbing for the 
business if he or she sells the shares to an outsider (with or without the approval of the 
guardians), for example a competitor. Therefore C should be bound by transfer restrictions in the 
articles (for instance a consent clause) and stipulations in the shareholder’s agreement. Preferable 
clauses in the latter document can be a put-option, according to which C has a right to sell back 
the shares to A (after a gift) or the co-owners (after an inheritance), or a call-option, which makes 
it possible for the co-owners to buy the shares from C (Sund et al, 2015). 


If the minor wish to sell his or her shares the decision rests with the guardians. However, transfer 
restrictions in the articles or the shareholder agreement may limit the possibilities to choose a 
buyer. The articles are always binding for all owners, new and old ones.  


As previously mentioned, according to Swedish legal writing, transfer restrictions in 
shareholder’s agreement is binding for a new owner in cases of transmissions, as well as 
transfers, if this was a condition from the former owner. Thus if A was bound by transfer clauses 
in a shareholder´s agreement, also C will be bound in case of a transmission or transfer where it 
was stated that also C must adhere to the clauses. If B become the sole guardian for C after a 
divorce or the death of A it is B who decides whether to convey the shares or not, which – in the 
absence of suitable transfer restriction – has the potential to severely influence governance issues. 


 


4. The legal boundaries of children’s rights in the family business context  


While the previous chapter answered to the first three research questions, we now combine the 
literature review with the legal analysis to discuss the last research question of how the legal 
boundaries are hindering and facilitating the terms for children in a family business context.   


In current family business literature, few studies take the perspective of young children. Instead 
the effect of those children for their parents’ career decisions and work/non-work balance are in 
focus. Also the negative influence of young children on the business is measured in terms of 
increased tensions and effect on performance. We could not find any study that elaborated on 
children’s legal rights in a family business context. As previously described, children are 
however entitled to be owners of family businesses. Our legal analysis of their rights as owners 
shows that children have the same rights as adults but executed through the guardians, unless the 
title deed stipulates otherwise (or the minor has become 18 years old). They can influence the 
composition of the board, which in turn appoints the CEO, receive dividends and sell or transfer 
shares under the same restrictions as other owners (such as transfer restrictions in the articles of 
association). There are however complexities stemming from the role of the parents as both 
guardians of the child’s assets (shares in the family business) and their own stake in that business. 
Here theories of work/family conflict are helpful to better understand the tensions. If a child 
wishes to sell his or her shares they are dependent on approval of their guardian (parents). It 
might be a vise financial decision to sell and invest that money elsewhere. This may however not 







 


be desired by the current owners – the parents – if, for example, the highest bidder is the main 
competitor. In a divorce scenario, one of the parents might have been appointed the sole guardian 
and now have a different interest in the business of their ex-spouse. If one of the parents is 
deceased, the surviving parent will become sole guardian and thus have the mentioned influence. 
A chief guardian can solve conflicts between the guardians, but not when other stakeholders 
disagree with the guardian. Measures to protect the business can be taken by transfer restrictions 
in the articles or stipulations in the shareholders’ agreement. Such measurements are however 
hindering the child’s ownership rights.  
In sum, children’s ownership rights are facilitated by legal boundaries through the system of 
guardians. This facilitation is however dependent on agreement between the child and his or her 
guardian(s) and/or the ability of the guardian(s) to make decisions in the best interest of the child. 
The complexities of roles in business families make that a more difficult task than one might 
expect. When the child disagrees with the guardian the legal boundaries instead becomes very 
hindering on the child’s possibilities to exercise its ownership rights.  
 


5. Conclusion and future research avenues   


Our discussion of children’s rights in a family business context led us to conclude that: 


1) Underage children can become owners of shares in their family’s business through gifts, 
intestate successions or a testament. 


2) Minors can exercise their ownership rights, such as voting-power on the annual meeting, 
receiving dividends, etc., in the same ways as adults but they are (or can be) dependent on 
their guardian(s) to exercise the rights.  


3) What children can do with their shares in terms of transfers, etc. can, as for adults, be 
regulated by transfer restrictions in the articles of association and stipulations in a 
shareholder’ agreement but again minors are dependent on the guardian(s).  


4) The legal boundaries are both hindering and facilitating the terms for children in a family 
business context through the ability and willingness of the guardian(s) to act in the child’s 
best interest. In this sense legally accepted deals, such as in shareholder’s agreement, can 
also enhance or hamper the ownership position for a child. 


We would like to see these conclusions on children’s legal rights in family businesses as an initial 
step for more studies taking the perspective of young children in this context. How large part of 
our nations companies is for example owned by children? What is the influence of guardians on 
family firms? How well do they manage to guard the best interest of the child and at the same 
time handle their own interest in the business? How can unwanted behavior of the guardian be 
avoided with respect to both the child and the business? Apart from these ownership related 
questions there is much left to explore about young children’s role in business families beyond 
the effect on career decisions and the constraint they put on work/non-work balance. We would 
like to know more about how children for example are socialized into successful successors and 
carriers of the family heritage during their adolescent years which could shed new light on 
succession issues as well as family business development of interest to practitioners and 
policymakers alike.  
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Title: How do opportunity-based entrepreneurs network through social media? 


 


Abstract 


Opportunity-based entrepreneurs work in dynamic environments with high levels of 
uncertainty and rapid change. Within these settings, and especially during the earlier stages of 
the new venture formation process where entrepreneurs face structural limitations, 
entrepreneurs need to manage their access to resources efficiently. 


Thus, based on the social network theory this article investigates how opportunity-based 
entrepreneurs use social media to network in response to their resource challenges. 
Specifically, built on the recent findings suggesting that entrepreneurs strategically network 
with social media this article sheds light on how entrepreneurs accommodate their social 
capital to their resource needs.  


This study employed a grounded approach to analyse how technology-based entrepreneurs 
actively use social media to network during their new venture formation process. Data was 
collected mainly through semi-structured interviews to the main founders until a saturation 
level was reached. 


Results support that entrepreneurs used social media to connect to their social ties and that 
they strategically used these platforms to develop their social networks to overcome their 
resource constraints. Moreover, the article identified that entrepreneurs employ different 
strategies when developing their social network and proposed two types of networking 
activities to manage the social capital in consonance to the founder’s resource needs.  


 


Introduction 


Under the management perspective, entrepreneurship research is concerned about 
understanding how founders can improve their performance; and according to the resource-
based theory, entrepreneurs’ access to resources is a measure of entrepreneurial performance. 
More precisely, opportunity-based entrepreneurs work in dynamic contexts; thus during the 
different stages of the new venture formation they require different types of resources such as 
funding, human capital, advice, etc. Grounded on this, while entrepreneurs hold some 
resources themselves they also get support from their social networks (Zhang et al. 2011; 
Greve 1995).  


Despite the extensive amount of literature that analyses how social networks support 
entrepreneurial processes, no agreement has yet found on what is the best composition of 
social ties to support their access to resources and on how entrepreneurs manage social 
networks to assist their access to resources (Martinez & Aldrich 2011). In parallel, recent 
disruptive socio-economic trends (social media) are a range of digital applications that have 
changed the way individuals and organisations communicate and access information, creating 
a networked infrastructure (Kaplan & Haenlein 2010). Moreover, entrepreneurs use social 
media to strategically connect to their social networks, although research thus far has failed to 
explain the impact of their actions to improve their social capital (Song 2015). 


This research suggests that by exploring “why and how entrepreneurs network through social 
media”, a better understanding on how entrepreneurs accommodate their social capital to their 
resource needs will be made. Explicitly, this article uses an inductive approach based on a 
theory-building methodology (Eisenhardt & Graebner 2007; Glaser & Strauss 1967) to detect 







propositions regarding “how entrepreneurs use social media to network during the early 
stages of the entrepreneurial process”. 


Thus, by studying the entrepreneur’s motives and satisfactions for using social media 
(Sheldon 2008; Quan-Haase & Young 2010) to network during the early stages of their 
entrepreneurial process this research identified that entrepreneurs conduct two types of 
networking strategies: firstly, a continual development of their social network, and/or a 
reactive action to overcome their resource constraints. Thus, these two types of networking 
activities help to explain how entrepreneurs use social media to accommodate their social 
capital based on their resource needs.  


Finally, this article makes two important contributions to entrepreneurship research. Firstly, 
advancements in entrepreneurship research are made by proposing two types of networking 
activities that entrepreneurs use to adapt their social capital to their resource needs. Secondly, 
it is also of interest to entrepreneurs and entities dedicated to supporting entrepreneurial 
practices as it offers advice on how to successfully manage their social networks.  


 


Literature review 


Opportunity-based entrepreneurs are immersed in the identification and exploitation of 
business opportunities and face significant resource constraints due to the dynamic 
environments they work in. During this process the founder’s social capital (or social 
network) significantly contributes to the new firm’s success as it provides the individual with 
access to resources at a lower cost or unique resources unavailable in the market (Honig & 
Davidsson 2000; Pirolo & Presutti 2010).  


No agreement has been found on what type of network structures are more beneficial for 
opportunity-based entrepreneurs. In fact, in contrast to necessity-based entrepreneurs who 
tend to rely on strong ties to get access to resources (Granovetter 1973), technology-based 
entrepreneurs are exposed to dynamic settings that require higher degrees of knowledge and 
expertise, and their embedded ties are not enough to gain the needed knowledge, information 
and financial capital. Accordingly, most research agrees that high quality networks are 
composed of a variety of relationships (Elfring & Hulsink 2003) and these can be developed 
and managed over time (Elfring & Hulsink 2007).  


Taking into account that maintaining and developing social networks requires time and effort, 
and that entrepreneurs in their initial stages face important constraints and are limited to small 
structures, there is a need to understand how entrepreneurs manage their social capital 
efficiently (Stam et al. 2013). Thus, entrepreneurship research is concerned on how 
entrepreneurs accommodate their social capital based on their resource needs to improve their 
networking practices.  


In parallel, social media is defined as "a group of internet-based applications built on the 
ideological and technological foundations of Web 2.0 that allow the creation and exchange of 
user-generated content” (Kaplan & Haenlein 2010). Thus, individuals publish their profile 
and use it as a basis for maintaining social relationships, for finding users with similar 
interests, and for locating content and knowledge that has been contributed or endorsed by 
other users (Pénard & Poussing 2010; Quan-Haase & Young 2010).  


Recent research found that entrepreneurs strategically use social media to network although it 
failed to explain the impact of their strategies on their social capital (Song 2015). Based on 
this framework, the current article sheds light on how opportunity-based entrepreneurs 
accommodate their social capital to address their resource needs by studying how they use 







and benefit from social media platforms to network. Thus, in order to address this inquiry, the 
current work studies: “How do opportunity-based entrepreneurs use social media to manage 
their social network?” 


 


Methodology 


In order to address the aforementioned gap, the current research was based on an inductive 
approach to study the entrepreneur’s usage of social media to manage their social capital. 
Following a grounded approach, this work explored the entrepreneur’s perceptions on the 
usage of social media through semi-structured interviews with the main founders (Eisenhardt 
& Graebner 2007).  


Sample selection 


The selection of the sample was based on a theoretical sampling until the saturation level was 
reached. The cases were selected taking into account the following: opportunity-based 
entrepreneurs in their emergence stage who were familiar with social media. Moreover, the 
selection of the sample paid special attention to technology-based entrepreneurs between 25 
and 50 years old, and considered variability on the individuals’ educational and professional 
backgrounds (industry and entrepreneur), as well as the industry of the firm. The access to the 
sample benefited from La Salle – Universitat Ramon Llull structure and the entrepreneurs’ 
participation was requested uniformly among the cases establishing a first contact via email, 
usually after an introduction was done from a common contact. 


Data collection strategy 


The data collection strategy consisted of a set of semi-structured interviews with opportunity-
based entrepreneurs. The main objective of this process was to capture, interpret and evaluate 
the individuals’ motives for using social media to support and develop their social network 
structure and their perceptions on the benefits from these technological applications to 
enhance their social capital. The interviews were conducted during the first and the second 
stages of the research process, from November 2013 until October 2014. They were executed 
mainly at the University or the entrepreneur’s office and lasted between 30 to 90 minutes. 


Analytical strategy 


Data was systematically collected and analysed following an iterative process of considering 
and comparing: earlier literature, data and emerging theory (Glaser & Strauss 1967). 
Interviews were transcribed and codified following the Straussian approach through open, 
axial and selective coding (Corbin & Strauss 1990). Additional notes were taken during the 
interviews and were transcribed to a research diary to keep track of emerging insights and 
reflections made by the researcher to support the analytical process. This process was 
especially useful to maintain the research insights aligned to the literature and construct a 
research framework that fits the current entrepreneurial research. 


In order to ensure the validity of the research, the analytical process was conducted in parallel 
by two independent researchers (Eisenhardt & Graebner 2007). At the end of each stage of the 
analytical process the two researchers compared and contrasted the emerging insights. Most 
results emerged similarly between the two researchers, and when a disjunction was identified 
the literature was used as a reference to build. Finally, the data emerged to a set of categories 
and subcategories that helped to explain why and how entrepreneurs used social media to 
network during the exploration and exploitation of their business opportunity. 







Quality and ethics of this research 


This research work ensured that the data collected was interesting enough to provide relevant 
insights to the emerging literature and that it reached some quality and ethical standards 
(Creswell 2009). Firstly, regarding the quality standards of this research, the fieldwork 
collected as much direct data as possible to ensure the richness and the flexibility of the 
insights captured, maintained an alignment between the emerging insights and the inquiry of 
the research, and tried to manage the data collection process in a balanced and non-intrusive 
base to ensure the emerging insights were not biased by the researcher. Secondly, regarding 
the ethical concerns of this research, at the beginning of each interview entrepreneurs were 
fully informed of the aim of this research, and they were given an outline of the interview. 
Entrepreneurs were also informed of their right to terminate their involvement for any reason 
at any time. Finally, in order to preserve the individuals’ identity, acronyms have been used to 
identify each case throughout the research. 


 


Findings & Discussion 


Taking into account that entrepreneurs tend to seek support within their direct ties (Zhang et 
al. 2011), the study first identified that in response to their limitations in terms of structure 
and resources, they used social media to maintain social network structures (Song 2015) at a 
low cost. Specifically, entrepreneurs collected their contacts on social media to create a virtual 
social network complementary to their offline network, and these contacts remained at a latent 
stage until they were reactivated:  


 “…everyone you meet, you add them on your LinkedIn as it is a way to add them on your 
contact network, but now you have them more receptive if you need to contact them again in 
the future” (Entrepreneur 4)  


As a result, some ideas emerged on why do entrepreneurs decide to network and develop their 
social network structures through social media giving fresh insights on how entrepreneurs 
accommodate their social capital to their resource needs. More precisely, this work identified 
that, in order to accommodate their social capital, entrepreneurs engage in two types of 
networking activities to build on their social capital: continuous networking and reactive 
networking.  


In this sense, continuous networking activities identify those types of regular actions where 
entrepreneurs are looking to gain exposure to certain environments in order to enhance their 
social system (Stuart & Soreson n.d.), whereas reactive networking activities identify the 
specific actions that entrepreneurs undertake to overcome resource challenges faced during 
the entrepreneurial process (Neergaard 2005).  


Continuous networking to build social capital 


Entrepreneurs need to stay connected; connected to other entrepreneurs, to the different actors 
of their industry, to their potential customers, etc. They need to continuously network to 
advance and grow during their entrepreneurial process. Thus, the first idea identified during 
the interviews is that entrepreneurs used social media to continuously develop their social 
network structures mainly through virtual communities of entrepreneurs or groups dedicated 
to uniting individuals with common interests (Table 1).  


On one hand, entrepreneurs need to stay in continuous contact with other entrepreneurs as a 
way to acquire information about start-up events, investment opportunities, etc. (Johnstone & 
Lionais 2004). Thus, the cases explored in this research, eight entrepreneurs used social media 
to engage in continuous networking activities in order to enhance their social capital:  







“Social media is a constant source of information, especially if you are in groups of 
Newsletters or Meetups, or if you have friends on Facebook that are from the 
‘entrepreneurial world’, as you will always receive this type of inputs such as courses and 
etc.” (Entrepreneur 1) 


In fact, these networking activities were usually conducted throughout virtual communities, 
where the entrepreneur fosters entrepreneurial knowledge and support through joining, 
listening and participating within these groups: 


“(social media) is useful to follow certain types of groups or communities that organise 
regular meetings. These are usually interesting meetings where entrepreneurs share their 
knowledge and experiences, and these types of events are interesting to me.” (Entrepreneur 
5) 


On the other hand, fourteen entrepreneurs also explained their motivation to constantly grow 
their social network (social media) through communities within the industry of their new-born 
firm. They found that building and bonding with these ties could develop into useful 
resources at the later stages of the entrepreneurial process:  


 


Resource Description Example 


Entrepreneurial 
communities 


Entrepreneurs use social 
media to enrol in 
entrepreneurial 
communities of interest  


“… and it is very useful to register in groups 
(of entrepreneurs) where you can find their 
ongoing activities and join them (...) where you 
can find these type of informal profiles 
...”(Entrepreneur 7) 


Market communities Entrepreneurs use social 
media to enrol in 
market/industry 
communities of interest 


“You never know when the contact you need 
will appear, or when new ideas can come 
through, so the more relationships you have 
the better. (...) And we have this through social 
media where they put in contact entrepreneurs 
or people with common interests.” 
(Entrepreneur 1) 


Table 1. Continuous networking to build social capital 


 


Thus, this article proposes that:  


P1. Entrepreneurs engage in continuous activities to develop their social network 
(through social media) to stay connected to other entrepreneurs and gain exposure to 
communities with common interests.  


 


Reactive networking to face resource challenges  


Not only do opportunity-based entrepreneurs need to stay well connected, but they also face 
some resource challenges that they need to address in order to advance in their entrepreneurial 
process. These resources include building a new venture team, raising capital, recruiting 
employees, finding customers or outlets, obtaining relevant advice or knowledge and 
establishing international contacts (Neergaard 2005).  







This research found that entrepreneurs conducted reactive strategic networking activities 
through social media to mobilise resources. More precisely, when the entrepreneurs faced a 
resource challenge they turned to social media to seek for support not only through using their 
latent social network but also by developing new connections with resource owners (Zhang et 
al. 2010).  


Several situations were identified where entrepreneurs used social media to enhance their 
social network as a response to resource constraints (Table 2). Firstly, during the early stages 
of the process when the entrepreneurs were initiating the creation of their venture team, they 
tended to rely on their pre-existing network of strong ties (Burt 2001). However, one 
entrepreneur of this sample also used social media to search for potential ties and initiate a 
relationship in order to create a heterogeneous entrepreneurial team. 


Secondly, mobilising financial resources is one of the most difficult activities entrepreneurs 
endure (Shane 2012; Eckhardt et al. 2006; Neergaard 2005). In this research, three 
entrepreneurs who needed external funding used social media to identify and connect to 
potential investors. Although entrepreneurs experienced difficulty on obtaining a positive 
response from the resource owners, these tools were especially useful for improving their 
performance efficiency as they could offer a virtual presentation of their firm using their 
virtual platforms as a reference.  


Thirdly, when entrepreneurial practices grow, the founders need to engage in recruitment 
activities to bring in new employees with specific skills (Zhang 2010; Neergaard 2005). Thus, 
ten entrepreneurs used social media to engage in networking activities with potential 
employees. These networking activities managed through social media were mainly 
conducted by asking for help through communities (usually posting their job vacancies), but 
some entrepreneurs also conducted direct searches through some platforms to identify 
potential profiles.  


Fourthly, usually during the emergence stage of the process, several entrepreneurs connect to 
potential customers (Zhang 2010; Neergaard 2005) through social media. For example, 
“Entrepreneur 7” explained how social media was useful to identify stakeholders and 
potential customers as a way to overcome his limitations of professional experience in the 
industry.  


Finally, seven entrepreneurs used social media to connect to advisors or external supporters to 
obtain information and knowledge. The main knowledge identified was assistance with 
product testing and detailed technical knowledge, although in some cases entrepreneurs also 
connected to individuals that could support them with legal advice (Neergaard 2005).   


Additionally, one entrepreneur highlighted the usefulness of social media to identify 
international contacts in order to expand his social network (Neergaard 2005; Vasilchenko & 
Morrish 2011). For example, the “Entrepreneur 1” highlighted the usefulness of social media 
to enhance his social capital in an international basis to start exporting his new-born firm. 


 


Resource Description Example 


New venture team Entrepreneurs use social 
media to network with 
potential ties to create a 
new venture team  


“To obtain medical credibility, I needed 
prestigious doctors as members of my team, 
and I have searched for those through 
LinkedIn.” (Entrepreneur 1) 


Raising capital Entrepreneurs use social “At a personal level, LinkedIn is very useful to 







media to network with 
potential investors 


search for informal investors.” (Entrepreneur 
5) 


Recruiting employees  Entrepreneurs use social 
media to connect to 
potential employees 


“We have a person in charge of the community 
management that we recruited through a 
social network site that connects students with 
enterprises called ‘Student Job’, and what you 
do is you post your job vacancy, you receive 
the candidates, and then you choose the most 
suitable profile.” (Entrepreneur 6) 


Finding customers or 
outlets 


Entrepreneurs use social 
media to connect to 
potential customers 


“I registered in a group on (industry), I found 
somebody that made an interesting comment 
and I contacted him, and since then we have 
established a commercial relationship.” 
(Entrepreneur 7) 


Obtaining relevant 
advice or knowledge 


Entrepreneurs use social 
media to network with 
advisors 


“I wanted to find an advisor from Stanford 
that could provide medical reputation to my 
product, so I went there (social media) and 
typed ‘Stanford’, ‘department of psychology’, 
and I sent them emails to contact them.” 
(Entrepreneur 1)  


Establishing 
international contacts 


Entrepreneurs use social 
media to network with 
international potential 
supporters 


“...I wanted to validate whether my product 
would be useful to the physiologists in 
America, I wanted to know whether the market 
would pay for it, so I did a search in social 
media through ‘psychologist’, ‘associations of 
psychologists in San Francisco’ and I started 
sending emails to schedule meetings with them 
to present my idea.” (Entrepreneur 1) 


Table 2. Reactive networking to face resource challenges 


 


In this vein, entrepreneurs highlighted that social media was useful to conduct reactive 
networking strategies to overcome resource constraints, especially when the individual had 
low professional experience or was not well connected to address the resource challenges 
(Kaplan & Haenlein 2010):  


“There are times when you don’t know anyone in that particular field but then you go to 
social media and search through groups, for example” (Entrepreneur 4) 


Thus, this article proposes that:  


P2. Entrepreneurs develop reactive strategic networking actions (through social media) 
to overcome resource challenges during the entrepreneurial process 


 


Conclusion 


The main objective of this paper is to enrich our current understanding on social capital 
theory by studying how opportunity-based entrepreneurs use social media to accommodate 
their social capital for their resource needs. Explicitly, this work uses an inductive approach to 







study how entrepreneurs, active in social media, use these platforms to build and bond social 
capital during the early stages of their entrepreneurial process.  


Apart from obtaining support on the fact that entrepreneurs use social media to stay connected 
to their social network, the study based on semi-structured interviews to the main founders 
identified two types of networking activities that entrepreneurs engage in during their 
entrepreneurial process: continuous networking activities to build social capital and reactive 
networking actions to overcome resource challenges.  


Thus, by analysing how opportunity-based entrepreneurs benefit from strategically 
networking through social media, this article uncovers the impact of networked environments 
(enabled through social media applications) to the entrepreneur’s social network structures. 
Specifically, the usage of social media not only enabled a low cost maintenance of the 
entrepreneur’s social network but also enriched the value of his network by facilitating the 
development of new social ties. 


Moreover, this research builds new insights to prior work on network dynamics by identifying 
two types of networking strategies and finds support on the impact of the individual’s 
background to their motivation for developing their social network structure.  


 


Implications 


The implications of this research are for both entrepreneurship research scholars based on the 
managerial field, and practitioners such as entrepreneurs or entities dedicated to the 
promotion and support of new venture formation processes. 


From a scientific point of view, this study contributes to the social capital theory, by 
exploring how entrepreneurs accommodate their social capital to their resource needs. More 
precisely, the current findings support recent research on the dynamic perspective of social 
networks and suggest that entrepreneurs’ social capital is developed as a result to overcome 
the founder’s resource constraints, as well as a strategic activity of entrepreneurs to constantly 
build upon their social network structures.  


From the practitioners’ point of view, entrepreneurs dedicated to the exploration and 
exploitation of new business opportunities and other entities in charge of providing support to 
entrepreneurial practices may find this study useful to gain additional tools to understanding 
how entrepreneurs can efficiently manage their social capital as well as whether social media 
is a useful tool for the new firm formation process. Thus, this article offers fresh insights on 
how entrepreneurs can improve their performance by building social capital through social 
media, and identifying how they can efficiently manage this through different strategic 
actions.  


 


Limitations & future research 


Throughout this research a set of decisions have been made in terms of the research design, 
the sampling, data collection or data analysis and have been substantiated by appropriate 
arguments. However, these choices inevitably result in some limitations; because inherent to 
the decision to do something there is also the decision not to do something else.   


For example, this work followed an inductive approach to study 19 technology-based 
entrepreneurial cases. Although the research used a theoretical sampling to provide the 
maximum generalisation of the results, further research would benefit from analysing the 







propositions emerged on a broader sample of entrepreneurial cases to shed quantitative 
evidence on findings.  


In line with this, the research design was focused on the perceptions of the main founder’s 
from their prior experiences but the current research was not able to contrast these insights to 
their real-time virtual activity. Moreover, the aim of this work was to evaluate the positive 
outcomes from social media to learn from their experiences; however, no research was done 
on how long (account of time) entrepreneurs spend in social media to learn about the 
problems or difficulties of using these tools. Further research could also benefit from 
including a time variable in this framework to shed light on the “dark side” of these tools. 


Moreover, within the opportunity-based context, this research paid special attention to 
technology-based entrepreneurs because of their representativeness in dynamic settings but 
further work could benefit from a broader sample on other opportunity-based entrepreneurial 
practices as well as to explore these settings on necessity-based entrepreneurs to enhance the 
generalisation of the results.  


In conclusion, further research on entrepreneurship could benefit from this research as a 
starting point to study the impact of virtual networks on the entrepreneurial social capital.  
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Reflection as a tool for entrepreneurial learning and teaching 


 


Principal Topic: A large body of research shows that entrepreneurship education and training, 
on average, has modestly positive effects on entrepreneurship-related human capital assets, 
such as entrepreneurship related knowledge and skills, and on entrepreneurship outcomes, such 
as start-up behaviors and financial success. As entrepreneurship education at universities has 
grown so has the need for improving its effectiveness. 


Research on how entrepreneurs learn from experience has identified reflection as important to 
entrepreneurial learning (Cope, 2003). This has led researchers to suggest that reflection should 
be an integral aspect of entrepreneurial teaching, particularly when such teaching is practically 
oriented and aims to strengthen the students entrepreneurial capabilities (Neck & Greene, 2011, 
Higgins & Elliott, 2011, Piperopoulos, & Dimov 2015). 


However, despite indications that reflection is important to entrepreneurial learning both within 
and outside the classroom, there has been little systematic research on the links between 
reflection and the development of entrepreneurial capabilities among entrepreneurship 
students. This study focuses on assessing whether reflective practices support the learning 
outcomes of university-based entrepreneurship education. 


Method: To test our hypotheses, we conducted two questionnaires, in the beginning and at the 
end of an undergraduate entrepreneurship course at an Australian university. The 
entrepreneurship course included both theoretical and practical elements (cf. Piperopoulos & 
Dimov 2015). None of the authors were involved in face-to-face teaching activities with the 
students, but one of the authors visited classes to administer the questionnaires. Pre- and post-
testing research designs offer a basic control for understanding the specific benefits students 
derive from entrepreneurship education. In our study, the pre-test was conducted in the second 
week of a thirteen-week semester (T1) and the second questionnaire was conducted in the 
twelfth week (T2). We obtained 125 usable responses from a sample of 299 students which 
comprises a 42% response rate. Responses were not usable unless a student was in attendance 
for both T1 and T2 and completed both questionnaires. We adopted established measures of 
our variables. To measure perceived behavioral control (PBC), we adopted Liñán and Chen’s 
(2009) six item construct. To measure reflection, we adopted the four item construct from 
Kember et al (2000). We measured Reflection at T1 and PBC both at T1 and T2. The constructs 
exhibited good reliability (Crobach’s alpha: PBCT1 and PBCT2 0.91, and Reflection 0.89). 
Previous exposure to entrepreneurship in the form of a family business or personal startup 
experience as well as age and gender were recorded and used as control variables. 


Results and Implications: Our results show that Reflection is associated with higher PBC 
both at T1 and T2. In testing the relationship between Reflection in and PBCT2 we controlled 
for PBCT1, thus offering a robust control for common method variance. Our results also show 
that business startup experience, through experiential learning, supports the development of 
PBC at T1 and T2 but the effect in T2 is fully mediated by PBCT1. However, family business 
exposure, through vicarious learning, did not support the development of PBC. 


Keywords: Entrepreneurship education, Reflection, Perceived Behavioral Control. 


 








 


 


 
Title Defining the Entrepreneurial University within a Framework of Innovation and 
Education 
 
Principal Topic There is a global movement by academic organisations to adopt strategies 
designed to transform themselves into entrepreneurial universities (Etzkowitz, 2008). What 
are the criteria that define a university as being entrepreneurial?  Can universities use such 
criteria as a guide to how they can become more entrepreneurial? 
 
Method This paper begins by examining the range of criteria used in documents containing 
descriptions of entrepreneurial universities (e.g. Thorp and Goldstein 2010, Coyle 2013 and 
Mazzarol 2014). Examination is also made of “A Guiding Framework for Entrepreneurial 
Universities” (European Commission and OECD, 2012), the associated online self-
assessment tool HEInnovate, and published self-assessments (Bischoff, 2015) at the level of 
individual institutions (e.g. Cambridge in the UK, Erasmus University Rotterdam and Lund 
University in Sweden) and also at the national level (e.g. the Bulgarian university system).  
 
It is not always clear from case descriptions which criteria are essential for a university to be 
considered entrepreneurial. Is it sufficient to meet a small number of essential criteria? Is it 
sufficient to have entrepreneurial activity in one part of the university or must an 
entrepreneurial approach permeate all activities? Might an emphasis on entrepreneurial 
innovation be in conflict with the primary objectives of research and education? Can a range 
of criteria be used to construct a comprehensive and guiding framework? Is there a danger 
that the concept of the entrepreneurial university becomes so broadly defined that is becomes 
ubiquitous and diminished in value? 
 
To answer these questions, the criteria from the source materials are analysed.  Consideration 
is given to those criteria that might be judged essential to a definition of the entrepreneurial 
university.  A comparison is made with criteria used in corporate entrepreneurship (Morris et 
al., 2008) so as to further evaluate the concept of entrepreneurial approaches in the context of 
higher education.  
 
Building from the premise of the triple helix (Etzkowitz, 2008), the paper proposes a 
framework which locates the entrepreneurial university in an “Innovation and Education” 
framework, whilst incorporating the primary objectives of education and research.  Using the 
proposed Innovation and Education framework, a critique is offered of the OECD guiding 
framework for entrepreneurial universities and the online HEInnovate tool. 
 
Results and Implications This paper makes important contributions to research on the 
entrepreneurial university.  Criteria that define the entrepreneurial university are presented 
within a coherent over-arching framework of Innovation and Education. The framework 
enables self-assessment and could, therefore, assist academic organisations in their efforts to 
transform themselves into entrepreneurial universities. 
 
Discipline: Management/Strategy/Organisation. Level: Individual/Team, Region/Nation, 
Venture/Firm. Context: Corporate Entrepreneurship. Method: Qualitative. Topic: 
Education/Training/Consultancy 
 
1 Characteristics of the entrepreneurial university 
 







 


 


Section one of this paper considers a sample of documents (Etzkowitz 2008, Thorp and 
Goldstein 2010 and Mazzarol 2014) which describe the activities of entrepreneurial 
universities in Australia, North and South America.  The documents are examined in an 
attempt to identify the shared characteristics which have been used by these authors to define 
a university as being entrepreneurial. Examination is also made of the characteristics 
contained within “A Guiding Framework for Entrepreneurial Universities” (European 
Commission and OECD, 2012) which largely draws on evidence from Europe and those 
identified at a conference on the theme of entrepreneurship and higher education (OECD, 
2014), with participants from 22 countries around the globe. 
 
In discussing the entrepreneurial university, Thorp and Goldstein acknowledge the importance 
of having an entrepreneurial mindset.  They characterise an entrepreneur as a person who sees 
opportunities, finds resources, and deals with risk and failure. The implication is that the 
faculty and students of an entrepreneurial university, and its administrators and leaders, 
should also be taking approaches which are similar to those used by entrepreneurs. Thorp and 
Goldstein highlight the importance of strategy, defining it as a plan for innovation, for 
differentiating oneself from competitors, and they advocate that universities should avoid 
falling into the trap of simply emulating each other as a consequence of their efforts to rise up 
international university rankings.   
 
They identify research and its commercialisation as a defining activity of the entrepreneurial 
university. They call on universities to dedicate themselves to working on the world’s biggest 
problems, which they say will demand greater interdisciplinarity in research, the breaking 
down of traditional subject silos and the adoption of more flexible organisational structures.  
As the funding for research provided by government diminishes they see an increasing 
necessity for fundraising, and a corresponding demand from donors for greater social 
entrepreneurship.  
 
They consider how university leaders might become more entrepreneurial, advocating the 
need for senior staff to empower others, to support bottom-up initiatives, and to find ways to 
work around structures and bureaucratic rules.  They, therefore, see faculty as seeking 
forgiveness not permission for their actions, and being driven by interesting and important 
problems as opposed to being motivated by career rewards. Considerable attention is given to 
the curriculum and teaching, exploring what is taught (e.g finance), how it is taught and by 
whom (e.g. paired academics and entrepreneurs). The majority of the examples are set in the 
USA and most of the lessons are drawn from experiences at the University of North Carolina, 
at Chapel Hill. 
 
Etzkowitz sees the entrepreneurial university as broadening its strategy beyond its core 
activities of teaching and research to encompass the additional objectives of economic and 
social development.  He sees this strategy as conferring a leading role on universities, 
resulting in an increased influence and status within society. Like Thorp and Goldstein, 
Etzkowitz sees research as putting knowledge to use. He too advocates that research problems 
should be sourced from society and not just from within subject disciplines, in turn 
demanding more interdisciplinarity, collaboration between research teams, and cross-
disciplinary centres. He agrees that applied and interdisciplinary research increasingly need 
alternative funding sources to that of national governments, and he explores at some length 
the function of public and private venture capital.  
 
Etzkowitz places greater emphasis than Thorp and Goldstein on the context surrounding the 
entrepreneurial university, focusing on its potential contribution to the regional economy, but 







 


 


also noting the importance of the city, national and international contexts.  He, therefore, 
gives greater attention to the roles of Technology Transfer Offices, incubators and science 
parks and specifically the role of these organisational units in supporting new firm formations. 
He too offers numerous descriptions of the curriculum and teaching but again with an 
emphasis on how these core activities of the university ultimately support new ventures.  Like 
Thorp and Goldstein, Etzkowitz considers the incentives for faculty to engage in research and 
external collaboration,  and the rewards in terms of career progression.  His examples are not 
just from the USA but also Europe and South America.   
 
Mazzarol offers a study of 39 universities in Australia.  Unlike Etzkowitz's focus on how a 
university supports economic development through new firm formation, Mazzarol's starting 
point is that 99% of businesses in Australia are existing Small and Medium Enterprises 
(SMEs), and, therefore, he proposes that the strategic role of the entrepreneurial university 
should be to lift the innovation performance of existing SMEs, assisting technology transfer 
and providing relevant management skills  development.   
 
In Europe, a guiding framework for the entrepreneurial university (European Commission and 
OECD, 2012) acknowledges the difficulty of finding a single definition of the entrepreneurial 
university which is valid across the 28 member states.  Nevertheless, the framework offers 7 
characteristics by which Higher Education Institutions (HEIs) can undertake a self-assessment 
of their strengths and weaknesses.  The seven characteristics are:-  
 


1. Leadership and Governance 
2. Organisational capacity, people and incentives 
3. Entrepreneurship development in teaching and learning 
4. Pathways for entrepreneurs 
5. HEI-Business/External Relationships for Knowledge Exchange 
6. The Entrepreneurial HEI as an internationalised institution 
7. Measuring impact 


 
This process of self-assessment is supported by an online tool, HEInnovate, which was 
launched in 2013. By autumn 2015, the tool had been used by 589 higher education 
institutions in 47 countries, mainly in Europe but also in Australia, North America and the 
Middle East.  
 
In the online tool, each of the 7 characteristics have between 5 to 8 associated statements, 
each of which can be rated by a user on a scale of 1 low to 5 high; it is also possible to rate a 
statement as not applicable.  The tool is designed to be used by groups of people and provides 
summative scores for each dimension and its associated statements.  The purpose of the 
scoring is to support self-assessment, allowing users to compare scores between dimensions.  
Results can also be analysed according to the categories of staff completing the survey e.g. 
leaders scores compared to academics or one faculty compared to another.  The scoring 
system is not absolute and, therefore, the most value is to be derived in the discussion and 
interpretation of the summative and comparative scores. 
 
Since its introduction, the use of the HEInnovate tool has been supported by the European 
Commission which has paid for expert facilitators to run workshops for universities.  
However, by the end of 2015, the tool was relaunched (with a revision to the statements 
accompanying the seven dimensions) and a handbook had been produced which universities 
can download to facilitate their own workshops.  
 







 


 


Other possible definitions of the characteristics of entrepreneurial universities are reported in 
one of the workshops at the “What Works” Conference: Entrepreneurship and Higher 
Education (OECD, p.9).  82 delegates from 22 countries, (including Africa, Europe, the Far 
East, Middle East, and North America) were simply asked to explain in their own few words 
what makes a university entrepreneurial.  Subsequently, all their written submissions were 
analysed and as an outcome, the following nine main characteristics were identified.  
Participants said that the entrepreneurial university: - 
 


1  has strong networks with industry, business and local communities  
2  is influential within the wider ecosystem 
3  supports student entrepreneurship through its curriculum and teaching  
4  undertakes applied research 
5  encourages and supports start-ups 
6  adapts its organisation and governance to stimulate entrepreneurial behaviour 
7  leaders develop and sustain an entrepreneurial culture 
8  exercises leadership that develops entrepreneurial mindsets 
9  hires staff with entrepreneurial knowledge, experience and skills 


 
There is a strong overlap between Goldstein, Etzkowitz, Mazzarol, HEInnovate and the views 
of the participants at the OCED conference.  For example, HEInnovate sees stakeholders as 
contributing to education and research, in an active role which perhaps mirrors the way that 
Etzkowitz sees the actors in his triple helix providing mutual support to each other.   
 
It is now possible to propose some characteristics which summarise the descriptions of the 
entrepreneurial university in these various source materials.  Therefore, the entrepreneurial 
university could be said to meet the following 6 criteria: 
 


1 Has made a strategic commitment to being an entrepreneurial university 
2 Plays an influential role with stakeholders in the regional innovation ecosystem 
3 Generates economic and social impacts from its research activities 
4 Has an organisational structure and governance which stimulates interdisciplinarity, 
entrepreneurial mindsets and behaviours 
5 Has a diverse range of income sources and does not rely solely on state funding 
6 Uses innovative approaches to pedagogy to deliver an entrepreneurial curriculum 


 
Having proposed the 6 shared criteria, a number of important questions can be explored. 
Which of these 6 criteria might be judged essential to demonstrating that a university is 
indeed entrepreneurial? Is it acceptable if some units of the university meet these criteria or 
must they be satisfied by the whole organisation? Should these activities involve some 
students or all students? Does it make sense to think of all universities as moving to a more 
entrepreneurial mode? 
 
There are also some potentially significant themes which are not commonly shared in these 
source materials.   For example, Thorp and Goldstein assert the importance of being able to 
deal with risk and failure and yet this topic is not explored by them (or the other sources) in 
any real depth.   It would be useful to  better understand the nature of risk taking specifically 
in the context of higher education and the significance of this issue to the concept of the 
entrepreneurial university.  
 
2 The path to a more entrepreneurial mode 
 







 


 


Section two of this paper considers a sample of published self-assessments (Bischoff, 2014) at 
the level of individual institutions (e.g. Cambridge in the UK, Rotterdam University in the 
Netherlands and Lund University in Sweden) and also at the national level (e.g. the Bulgarian 
university system).  Further evidence is provided by case studies from Australia (Mazzarol) 
and the United Kingdom (Coyle et al).  These documents offer potential verification of the 6 
criteria identified in section one of the paper.  In addition, the case study materials begin to 
describe the path universities must travel towards becoming more entrepreneurial and to 
meeting the 6 criteria that define the entrepreneurial university.  
 
The HEInnovate website (www.heinnovate.eu) contains case studies that can be downloaded. 
By autumn 2015, there were 24 case studies on the site. Some of the case studies were created 
during a project funded by the European Commission entitled ‘Supporting the entrepreneurial 
potential of higher education.’ An example case study (Bischoff, 2014) is Cambridge 
University, in the United Kingdom.  A description is given of the background and operation 
of the Centre for Entrepreneurial Learning.  Many successful activities are described, with an 
offer of training and extra-curricula support from the Centre that is tailored to the specific 
needs of different groups (undergraduates, postgraduates, alumni, local business and SMEs).  
 
Interestingly, in contrast to the recommendations in HEInnovate, Cambridge has no 
university-wide strategic goals for entrepreneurship education and there are no formal 
incentives for staff to engage in entrepreneurial activities.  Perhaps it is, therefore, possible for  
a unit to be highly entrepreneurial within a university that does not have a institution-wide 
commitment to being entrepreneurial?  Perhaps strategy and incentives are not essential 
prerequisites to becoming more entrepreneurial? 
 
Cambridge claims that its ecosystem is "unique" and that this may prevent other universities 
replicating their approach. In fact the programmes on offer to students and the types of 
support offered to businesses can be found in many other universities. Nevertheless it would 
be sensible to note the particular context of the university.  It is a useful caution that what 
works in one context may not necessarily work as well in a different context. As with most 
case studies, care needs to be taken in understanding the lessons that might be applicable 
within another context.  Each organisation has its particular strategy, rooted in its history and 
traditions, drawing on it's own mix of resources, subject disciplines, the abilities of staff, and 
the its local stakeholders and industries. The issue of context is a vital one. 
 
A second example case study (Bischoff, 2014) is offered by the the University of Rotterdam, 
in the Netherlands, and its Centre for Entrepreneurship.  The centre was established using 
monies from the Dutch government but after a period of time it has moved to a self-funding 
model. The university cites a long tradition of on-campus entrepreneurship and cites a history 
of providing support to local SMEs and corporations.  Undergraduate courses aim to raise 
awareness amongst students of the nature of, and opportunities arising from, entrepreneurship, 
whilst postgraduate students can study new venture creation.  Unlike Cambridge, Rotterdam 
considers that its approach could be a blueprint for other universities. The impact of 
Rotterdam's offer on the entrepreneurial intentions of students is evaluated at 
www.ece.nl/research 
 
A third case study (Bischoff, 2014) is Lund in Sweden and the Sten K. Johnson Centre for 
Entrepreneurship.  As with the other case studies, consideration is given to the context in 
which the university operates, including the benefits of the societal drive in Sweden towards 
entrepreneurship and the number of highly qualified workers in the local region. Descriptions 
are given of how funding has been used to develop a ‘learning from practice’ approach to 







 


 


entrepreneurship studies.  It is noted that some faculties are reluctant to commercialise 
research findings.  Might this indicate that a commitment to entrepreneurship in all units is 
unlikely? Does it indicate that the commercialisation of research is more challenging in some 
subject disciplines? 
 
The HEInnovate tool has also been used to undertake a review of the national higher 
education system in Bulgaria (OECD, 2014). 5 universities participated in the analysis and the 
results were used to draw conclusions about priorities for developing higher education. The 
report noted that in terms of  strategy there was an absence of a clearly defined role for 
universities in promoting innovation and entrepreneurship. There tended to be a narrow focus 
on student not staff start-ups, and little evidence of organisational capacity, stakeholder links, 
internationalisation, and leadership. Only few universities have taken on an active role in local 
development, and there was an identified urgent need for more collaboration between 
universities and better links to the entrepreneurship ecosystem including alumni.  One of the 
key recommendations was that each university should have a senior post in charge of 
developing this entrepreneurial agenda. 
 
A key factor in the Bulgarian context, is that research largely takes place in the Bulgarian 
Academy of Sciences, rather than the universities themselves.  In addition, knowledge 
exchange is dependent on the personal motivation of individual members of faculty and is not 
seen as 'part of the job’. Examples of challenges that might well be relevant to other contexts 
(not just in Bulgaria) include limited interdisciplinary activities in the curriculum, the 
difficulties of organising internships, and the burdens and costs of tailoring study programmes 
to the needs and opportunities in the local economy.   
 
In the Australian context, Mazzarol sees the potential for a strong role for universities in the 
national innovation system but at the same time he acknowledges the disconnection between 
SMEs and higher education. For example, he describes a number of multidisciplinary research 
centres within Australian universities but finds limited evidence of their engagement with 
SMEs. He identifies the support that universities could provide to SMEs, e.g. helping them to 
develop the right entrepreneurial mindsets and to develop purposeful networks. 
Unfortunately, he reports that universities are viewed by industry as having small role to play. 
 
If university:industry collaboration is going to improve Mazzarol identifies the need for the 
right attitudes, or mindset, amongst faculty and for them to have relevant experience of 
business.  He calls for better incentives for academics to work with industry and for teaching 
entrepreneurship. He finds some evidence of the positive impact of the curriculum and 
teaching on students’ entrepreneurial intentions but reports that this often does not translate 
into entrepreneurial activities.  
 
A useful set of 9 case studies (Coyle et al) from the United Kingdom, describe how senior 
university staff have taken initiatives within their own universities to define entrepreneurial 
strategy, to collaborate with local and international stakeholders and to embed 
entrepreneurship within the curriculum. These case studies also agree that an entrepreneurial 
mindset is important. However, whereas Thorp, Goldstein and Etzkowitz see the application 
of this mindset to generate economic and/or social impacts, the definition in these case studies 
is broadened to see applications in any context (social, work, leisure). This chimes with the 
view taken by the European Union which sees the entrepreneurial mindset as enabling self-
actuation for its citizens not necessarily or exclusively in terms of entrepreneurship and 
economic activity, proposing “a conceptual shift from entrepreneurship education as ‘how to 
run a business’ to how to develop a general set of competences applicable in all walks of life” 







 


 


(European Union, p.11).  Is there a danger that the concept of the entrepreneurial university 
becomes so broadly defined that is becomes ubiquitous and diminished in value?  
 
Also highlighted in the case studies (Coyle et al) is a much more active role for students, with 
them taking responsibility for initiating change.  Examples include student-led enterprise 
societies and alumni building relationships with entrepreneurs locally, nationally and 
internationally. Here the student is an actor rather than simply a recipient of education and 
support from universities.  In the What Works Conference (OECD, 2014) other examples are 
given of student-initiated actions to support the creation of new companies.  The report cites 
student-led activities at Aalto University in Finland that have ultimately led to Slush Helsinki, 
the largest annual start-up conference in Northern Europe.   In 2014, 14000 people attended 
the 3 day Slush conference. The student as actor is another key issue. 
 
Overall, the case studies largely reinforce the 6 characteristics of the entrepreneurial 
university proposed in section 1 of the paper.  However, what the case studies reveal is that 
many of the characteristics of the entrepreneurial university are largely aspirations and that 
most universities are a long way from being able to say that they satisfy the criteria.    
 
The case studies from the United Kingdom (Coyle et al) explore this gap between the rhetoric 
of the entrepreneurial university and day-to-day experience. For example, they report that the 
definitions and purposes of entrepreneurship are both highly contested within universities and 
that despite the existence of institution-wide strategies that in practice only a narrow range of 
staff are engaged with the entrepreneurial agenda. Whilst they report a shift from disinterested 
to applied research, and attempts to establish strong connections to stakeholders, at the same 
time they note the difficulty of developing strategy within complex governance arrangements 
involving multiple stakeholders.  What does this mean about the validity of the second criteria 
identified in section 1, which envisages the entrepreneurial university playing an influential 
role with stakeholders? 
 
Coyle finds that the views expressed by senior staff about their intentions for entrepreneurial 
leadership are similar to that of Goldstein, Etzkowitz and HEInnovate; leadership is ideally 
seen as empowering, non-hierarchical and avoiding formal control.  However, the authors of 
the case studies report that top and middle managers lack this type of entrepreneurial 
leadership.  Rather than an ideal entrepreneurial culture they report that in reality most staff 
are working in isolation and that change happens incrementally and incredibly slowly, often 
in spite of the organisational culture.  Whilst on the one hand there is an stated intention to 
empower academics, on the other the case studies note that the introduction of numerous 
performance metrics are reducing the scope of academic autonomy. In terms of incentives and 
rewards, although there is an intention for research, teaching and external impact to be treated 
as having equal importance, nevertheless research retains its traditional higher status, as 
reflected in the criteria for the appointment and promotion of faculty.  
 
Perhaps, therefore, empowerment is no more than rhetoric? Or maybe very good intentions 
are hard to achieve in practice? Perhaps it is essential to acknowledge the dominance of 
traditional structures and decision-making processes in universities and to accept that the 
desired introduction of non-hierarchical forms of management is a non-trivial problem?  
Maybe this calls for a re-evaluation of the fourth criterion identified in section 1, namely that 
the entrepreneurial university has an organisational structure and governance which stimulates 
interdisciplinarity, entrepreneurial mindsets and behaviours? Perhaps Thorp and Etzkowitz 
are being idealistic when they imagine flexible structures and staff seeking forgiveness not 
permission? 







 


 


 
The case studies also show that whilst it might be possible to claim that all students have the 
option to have some experience of entrepreneurship, even if that is limited, it is only a small 
percentage of the total student body that is experiencing entrepreneurship in any depth.  They 
further note that it is actually a challenge to devise a curriculum that is genuinely 
interdisciplinary and that a forced approach to integration and collaboration can sometimes be 
interpreted as an attack on academic freedom. There is an also evidence that faculty and 
students are being entrepreneurial despite of, not because of, the university environment.  
What does this mean for criterion 6 which states that the entrepreneurial university uses 
innovative approaches to pedagogy to deliver an entrepreneurial curriculum? 
 
Perhaps the best we can say is that there is evidence of pockets of entrepreneurial intention 
and activity within universities often conducted by individual champions, located in some but 
not all organisational units. There is little evidence of an inclusive overarching strategy that 
has become widespread and embedded in core business or day-to-day practice. 
 
The statements in HEInnovate all espouse what a university could become, with a score of 5 
implying good or preferred practice in the entrepreneurial university.  Evidence shows that 
users rarely give scores of 4 or 5. Could this be interpreted as users of the tool perceiving an  
under-performance by universities? Might it reflect the high levels of aspiration contained in 
the statements?  
 
If the gap between aspiration and practice is so wide, how can it be said that all 6 criteria must 
be met for a university to be judged entrepreneurial? If not all the criteria can be met, is it 
sufficient to meet a small number of the criteria? How could it be required that all these 
criteria must be satisfied by the whole organisation when the case studies reveal that in 
practice only some units of universities can be considered entrepreneurial?  Is it sufficient to 
have entrepreneurial activity in one part of the university or must an entrepreneurial approach 
permeate all activities? How then can universities use such criteria as a guide to how they can 
become more entrepreneurial? 
 
To understand this gap between the aspirations of the entrepreneurial university and actual 
practice, it is useful to look at criteria used to define corporate entrepreneurship (Morris et al., 
2008) and in particular the concept of entrepreneurial intensity. Morris characterises corporate 
entrepreneurship in terms of innovation, pro-activeness and risk-taking.  The main point is 
that entrepreneurial intensity varies. Entrepreneurial intensity is the relationship between the 
degree of entrepreneurship (innovation, pro-activeness and risk taking) and the frequency of 
entrepreneurial activities. For a high degree of entrepreneurship with many entrepreneurial 
activities, the organisation is in a revolutionary mode. Morris cautions that this intensity is 
most likely to be unsustainable.  Anecdotally, people working in universities are more likely 
to have experienced periodic/discontinuous entrepreneurial intensity when there are 
occasional periods of organisational innovation and renewal. 
 
Entrepreneurial intensity changes over time, varies between units and constant high levels 
may not be sustainable.  The assumption, therefore, that universities should be on a journey 
towards being "fully" entrepreneurial in all of their activities, with all of their staff, at all 
times begins to look impractical and unrealistic. However, the idea that some parts of the 
organisation are more entrepreneurial than others or that universities go through periods of 
greater and lesser entrepreneurial activity seems more plausible and matches to the anecdotal 
experiences reported by staff from a wide range of institutions.  
 







 


 


Finally,  there is more work to be done to understand the nature of risk in higher education, 
reflecting on the views of Thorp and Morris, and clarifying what is at stake and how this 
influences decisions by the members of the university community as to the role they choose to 
play or not in significant change management processes. This is a potentially important factor 
in helping to also understand why universities find it so difficult to move into a more 
entrepreneurial mode. Understanding risk, pro-activeness and innovation within higher 
education needs to be improved. Entrepreneurial intensity is a key issue. 
 
3 The entrepreneurial university within a framework of innovation and education 
 
Having identified in section 1 the possible defining characteristics of the entrepreneurial 
university and established in section 2 the aspirational nature of many of these criteria, section 
3 of this paper will now propose a definition of the entrepreneurial university which attempts 
to set the issues discussed in the previous 2 sections within a framework of innovation and 
education. 
 
What then is the entrepreneurial university? The question cannot be answered by considering 
the university in isolation.  It is not simply a question of considering internal matters e.g. 
structure, leadership and governance.  To answer the question we must look outside the 
university.  As established in section 2, the issue of context is vital. A good starting point, is 
Etzkowitz’s proposal that it is necessary to consider the relationship of the three actors of 
university, government and industry, and the role each plays in the innovation ecosystem.   
 
Etzkowitz focusses on the regional innovation system and the creation of new firms.  Thorp 
alerts us to the idea of social not just economic impacts of the entrepreneurial university.  
Extending these ideas of Etzkowitz and Thorp, and recognising the arts within the full range 
of disciplines offered by universities, it is reasonable to consider the economic, social and 
cultural impacts of the entrepreneurial university. Therefore, a university does not just interact 
with industry but with the full range of private, public and third sector/not-for-profit 
organisations.  This reflects the wide range of activities reported in case study materials 
(Coyle at el., and the European Commission) and the idea of the entrepreneurial mindset 
being applicable to all walks of life.  Entrepreneurship is no longer confined to the business 
school. 
 
Drawing on all the case study materials it is possible to propose that the entrepreneurial 
university is one that seeks to prepare students to be able to generate economic, social or 
cultural benefits in employment with corporations, in SMEs, in social and cultural enterprises, 
and it raises their ambitions with regard to self-employment, new firm formation and growth.   
 
This is an education system preparing knowledgeable and skilled graduates who can act with 
authority, challenging the status quo, creating new opportunities, prepared to take risks and 
collaborating to produce shared value.  The entrepreneurial university is not simply training 
students to meet the current needs of employers but rather it is educating students to become 
confident and authoritative graduates who can use an entrepreneurial mindset to affect change 
in the world.  The student is an actor, a collaborator, a nascent entrepreneur and future 
employer. As established in section 2, the issue of student as actor, not just a docile recipient 
of education, is crucial. 
 
In this model, it is not necessary for special rewards and incentives to encourage faculty to 
adopt more entrepreneurial approaches since liaison with external stakeholders, applied 
research and preparing students to be confident actors in the world are the central purposes of 







 


 


the university.  However, if the students are going to develop entrepreneurial mindsets, it is 
essential to question whether academics themselves have the required knowledge, skills and 
mindsets.  Otherwise, students are expected to develop an entrepreneurial mindset despite, not 
as as result of, the faculty. There are obvious implications for how universities recruit and 
train academics, and how they involve external stakeholders in devising and delivering the 
curriculum. 
 
These four actors can be located within an Innovation and Education framework (figure 1). In 
this framework, the three actors of universities, government, and the private, public & 3rd 
sectors each have their role to play in driving the innovation ecosystem.  In turn, activity in 
the innovation ecosystem impacts on the fourth actor, students.  The entrepreneurial 
university can demonstrate that its understanding of the innovation ecosystem is used as a 
fundamental underpinning of its research, curriculum and teaching.  It educates all students 
with the knowledge and skills that will enable them to be innovative citizens who can fulfil 
their ambitions through employment, self-employment or entrepreneurship. This simple 
framework enables a university that wants to become more entrepreneurial to self-reflect, by 
prompting the institution to understand its context, evaluate its interactions with the other 
actors and ensure that its activities in the innovation ecosystem are used to enrich research and 
teaching.   
 
The framework recognises the aspirational nature of closer collaboration and the more typical 
state of independence (or disconnection from the other actors) experienced by each actor.  The 
degree of interaction between the four actors varies; it could be loosely or tightly coupled.  
The framework, therefore, encapsulates a dynamic relationship between the four actors rather 
than a static one, echoing the idea of variation in the level of entrepreneurial intensity. The 
framework challenges each actor to understand their strategic relationship to the other actors 
and the metrics by which their collaboration might be judged. It implies a responsibility 
towards the other actors. It demands an outward-looking as opposed to introspective 
reflection. It goes beyond “what’s in it for me?” 
 
The responsibility for students to transition into society where they can generate economic, 
social and cultural benefits is no longer the sole responsibility of the university; now 
employers and government must consider their responsibilities for supporting this process.  
Employers can not simply sit back and criticise the knowledge and skills of graduates or their 
lack of readiness for the world of work.  Employers must collaborate with universities to 
address these issues.  Students must take responsibility too. 
 
Is this concept of the entrepreneurial university at odds within the traditional purpose of a 
university? For example, an emphasis on applied research could be seen as being in conflict 
with “blue-skies” or “pure” research?  Perhaps it is a not a case of either pure or applied 
research, one or the other, but of universities undertaking a range of research activities 
according to the nature of the subject disciplines and their funding.  In adopting a more 
entrepreneurial mode, the multi-disciplinary university may well extend the scope of its 
activities rather than feel obliged to abandon traditional approaches and replace them with 
novel activities; there are benefits to be gained from traditional and new approaches.  
Nevertheless, it is an inescapable fact that changes in state funding and responses to economic 
austerity are combining to bring greater demands for universities to demonstrate the 
application of research and value for money.  
 
Similar pressures are building in terms of education.  Whether it is government or students 
themselves paying for high education, there is pressure to demonstrate value for money in 







 


 


terms of the quality of education and the ability of graduates to gain useful employment 
whether it be in an SME or corporation, in the public or the not-for-profit sectors. As the 
worldwide participation rates in higher education increase, as the costs of higher education 
continue to rise, as traditional work structures are lost in many industry and business sectors 
there is a greater need for universities to articulate how higher education will enable people to 
not just make their way in the world but also to tackle the most urgent problems. As Thorp 
suggests, the entrepreneurial university will be the one that is collaborating with government, 
the private, public and 3rd sectors, with corporations and SMEs to address these challenges. 
 
Conclusion 
 
The question of what is an entrepreneurial university quickly leads to consideration of 
fundamental questions about the purpose, funding, organisation and intended outcomes of 
higher education. A number of sources have been examined to identify the characteristics of 
the entrepreneurial university. Analysis of case studies revealed that many of the 
characteristics of the entrepreneurial university are simply aspirations. 
 
There appears to be a common assumption in the source materials that a university should be 
aiming over time to become "fully" entrepreneurial in its strategy, structures, culture and 
impacts. The case studies would all seem to indicate that universities are a long way from 
achieving such an ideal.  However, it is still important to establish the minimum criteria that a 
university must satisfy to be classed as entrepreneurial. The analysis undertaken has gone 
beyond the 7 characteristics of the HEInnovate tool, by challenging its underlying assumption 
that universities are on a journey towards being “fully” entrepreneurial and exposes the highly 
aspirational nature of many of the statements in the tool. The concept of entrepreneurial 
intensity from the corporate world can help universities to make choices about the actions that 
take to increase innovation, pro-activeness and risk-taking. 
 
The innovation and education framework presents the context in which these issues can be 
explored and as such it is hoped that this is a useful contribution to research on the 
entrepreneurial university. Drawing on all the case study materials it is possible to propose 
that the entrepreneurial university is one that seeks to prepare students to be able to generate 
economic, social or cultural benefits in employment with corporations, in SMEs, in social and 
cultural enterprises, and it raises their ambitions with regard to self-employment, new firm 
formation and growth.   
 
It is necessary to revise the 6 criteria identified at the end of section 1, and in doing so to 
distinguish which of the criteria are essential and which ones are aspirational, given the 
deeply rooted traditional culture of higher education.  It is, therefore, proposed that a 
university can be considered entrepreneurial if it meets all 4 of the following criteria: 


 
1 Is regarded as a highly influential actor within a regional innovation ecosystem, 
collaborating with government and private, public & third sector/not-for-profit 
organisations 
 
2 Can demonstrate that its evaluation of the innovation ecosystem is used as a 
fundamental underpinning of its research, curriculum and teaching 
 
3 Undertakes research that generates significant impacts (economic, social or cultural) 
on behalf of stakeholders 
 







 


 


4 Educates all students with the knowledge and skills that will enable them to be 
innovative and authoritative citizens who can satisfy their ambitions through 
employment, self-employment and entrepreneurship 


 
In recognition of the significant gap between the aspirational ideas of the entrepreneurial 
university contained in the literature and actual practice (especially with regard to structures, 
leadership, culture, and funding) found in the case studies, it is proposed that in addition to the 
criteria above, the university entrepreneurial will be able to demonstrate progress towards: 
 


A Creating a long-term strategy for financial sustainability which reduces dependency 
on state funding 
 
B Determining an appropriate level of entrepreneurial intensity in each organisational 
unit and across the organisation as a whole  
 
C Stimulating entrepreneurial mindsets and behaviours in staff, students and 
stakeholders  


 
Finally,  there is more work to be done to understand the nature of risk in higher education 
and clarifying what is at stake and how this influences decisions by the members of the 
university community as to the role they choose to play, or not, in significant change 
management processes. This is a potentially important factor in helping to also understand 
why universities find it so difficult to move into a more entrepreneurial mode.  
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Figure 1 
The Entrepreneurial University Within a Framework of Innovation and Education 
 








Hybrid Value:  How are Australian hybrid companies redefining value? 


ABSTRACT.   This study examines the meaning of hybrid value—a plural form of value that includes 
more than one component type of value, typically including social, environmental, and financial 
value. It addresses the paradox of whether and how organizations are able to reconcile the tensions 
that arise in a plural or hybrid context by examining the underlying logics and meanings at play in 
the pursuit of hybrid value.  Based on qualitative data from six Australian hybrid value organizations, 
it explores the nuances and relationships between different types of value using thematic analysis.  
Combining institutional logics and value theories, we identify nine distinct types of hybrid value that 
form a hybrid value taxonomy and typology.   


INTRODUCTION 
Banks (1972) is acknowledged as the first academic to use the term “social entrepreneur,” noting that 
managerial skills could be applied to social issues.  Over decades, and some would argue centuries, 
entrepreneurs and intrapreneurs have adopted this strategy of seeking hybridized outcomes to address 
social and/or environmental issues as well as generate financial surpluses (e.g. Dees, 1998; Nicholls, 
2006; Peredo & McLean, 2006; Parrish, 2010; Lumpkin & Katz, 2011; Choi & Majumda, 2014; 
Stevens et.al., 2014).  In this way, entrepreneurs in hybrid organizations are seeking hybrid forms of 
value that reflect these multiple aspirations along social, environmental and financial dimensions.   


However, institutional logics (Thornton & Ocasio, 2008) suggests that organizations navigating 
multiple institutional logics, such as hybrid organizations that seek to create multiple forms of value, 
may struggle to overcome irreconcilable conflicts that arise between potentially conflicting logics.  
“Pluralistic institutions are… a source of contradictory logics…which are expected to generate 
conflict, contradiction or confusion for organizations and individuals as they seek to realize these 
logics in action” (Jarzabkowski et al., 2009: 284).  Kraatz & Block (2007: 4) note that “pluralism 
creates the potential for fragmentation, incoherence, conflict, goal-ambiguity, and organizational 
instability...in an organization with multiple identities, purposes, and belief systems, no group is likely 
to be fully satisfied, and political tensions are likely to be endemic.” 


Despite many studies acknowledging the co-existence of multiple logics within segments of society or 
within organizations, most frame this as an incompatibility or conflict, where one logic inevitably 
becomes dominant (e.g. Lounsbury, 2002; Suddaby & Greenwood, 2005).  However, Thornton & 
Ocasio (2008, p. 105), referencing Friedland & Alford (1991), argued that “theories which ‘retreat 
from society,’ – emphasizing market mechanisms to aggregate individual utilities and preferences, 
organizational competition, technology, and resource dependence – begin to fail.”  In this light, 
institutional logics can help explain why institutions may blend logics, in order to overcome the 
‘failures’ that may arise by ignoring a seemingly less dominant logic.  While some studies have 
explored the co-existence of multiple logics (e.g., Lounsbury, 2007), Reay & Hinings (2009) point out 
that these studies have yet to explain how actors manage the contradictions and tensions and navigate 
in a context where logics co-exist. 


An illustration of logic plurality is seen in hybrid or plural value, where more than one value ideology 
becomes an explicit goal of an organization, for example, in hybrid or social enterprises.  To further 
understand the possible contradictions that arise in a plural context, we engaged with value theories, 
including the theory of plural value (Tetlock, 1986), to untangle the components of hybrid value.  We 
examined underlying theories of value, including social, environmental, and financial value and 
highlight the possible challenges that arise when pursuing hybrid value, including:  issues of cognitive 
dissonance, incommensurability, the relationship between value sets and issues of aggregation across 
time and level.   


This paper draws on institutional logics and value theories to understand how organizations with 
hybrid values are navigating these co-existing logics, and contributes to further understanding how 
organizations are able to manage multiple logics to create hybrid value.  Using qualitative procedures, 
we engaged 49 participants across six Australian hybrid value organizations through semi-structured 
interviews, focus groups, and survey responses to explore how hybrid value organizations are 
reconceptualising the meaning of value.  Contrary to the current research on hybrid value (e.g. 
Emerson, 2003; Porter & Kramer, 2011; Elkington, 1997), we undertake an empirical study to 







understand how organizations are able to navigate the multiple logics and corresponding tensions that 
arise in pursuit of such plural and complex value ideologies.   


This study contributes to the emerging field of social entrepreneurship by examining what some 
would argue is the central purpose of entrepreneurship—value creation (Shane & Venkataraman, 
2000)—in the context of hybrid or plural value, where “irrespective of terminology, and 
organizational or legal form…both the social and economic missions are inherent to social 
enterprises” (Stevens et.al., 2014: 1051-1052).  Further, by examining the relationships between and 
amongst types of hybrid value, emphasizing the plural logics at play in defining and influencing value 
orientations, this study combines previously separate theoretical perspectives to explain how 
organizations navigate the tensions that arise in a plural context.  In so doing, our paper addresses a 
central theme in both institutional and value theories, giving empirical evidence of whether and how 
the challenges of plurality are overcome.   


We begin by outlining our theoretical orientation and providing background from the extant literature 
on social entrepreneurship, institutional logics and value theories.  We then discuss our qualitative and 
procedures before presenting our empirical findings, identifying four institutional logics and four 
component types of value that emerged from analysing our six case studies.  We describe seven types 
of relationships that were observed between component values and logics and sequence these value 
types to derive a hybrid value typology and taxonomy before we discuss the implications for our 
findings and steps for future research. 


THEORETICAL BACKGROUND 
Nicholls (2010) observes that the lack of consensus over the meaning of social entrepreneurship and 
an undefined research agenda have been axiomatic observations that characterize the field of social 
entrepreneurship.  In part this may be due to social entrepreneurship blending multiple institutional 
logics and drawing upon multiple disciplinary origins to meet its complex goal of meeting a hybrid of 
both social (which can include environmental) and economic missions (e.g. Stevens et.al., 2014). 


Choi & Majumda (2014) take up the challenge of characterizing the field by observing five concepts 
from the literature that constitute social entrepreneurship, including:  (1) social value creation; (2) the 
social entrepreneur; (3) the organization; (4) market orientation; and (5) social innovation.  However, 
they note that of these five factors, only social value creation is a precondition to social 
entrepreneurship and “conclude that not only the creation of social value is an integral aspect of social 
entrepreneurship, but also that the concept of social value itself is a complex and ambiguous one, and 
is therefore one of the factors contributing to the internally complex character of social 
entrepreneurship” (Choi & Majumda, 2014:  p.367). 


Further contributing to the complexities of social entrepreneurship are the perceived tensions that 
arise in pursuit of multiple types of potentially conflicting values and associated logics (e.g. Peredo & 
McLean, 2006; Pache & Santos, 2013).  While the pursuit of social value is a precondition of social 
entrepreneurship, engaging in commercial activities to attain self-generated profits or financial 
autonomy is an equivalent hallmark of the social enterprise (e.g. Chell, 2007; Haugh, 2007).  
However, the relative priority or relationship between financial value creation and social value 
creation is an area that is contested and poorly understood (Mair & Marti, 2006; Stevens et.al., 2014).   


Whereas hybrid value concepts—such as blended value (Emerson, 2003), shared value (Porter & 
Kramer, 2011), and triple bottom line (Elkington, 1997)—introduce ideas where the components of 
social, environmental, and financial value can and should be co-generated, theoretical and empirical 
evidence to date suggests an inherent conflict in pursuing different types of value, setting up social 
value in opposition to financial value (e.g. Alter, 2004; Neck et.al., 2009; Stevens et.al., 2014).   


Value theories and the challenges of hybrid value 
The theory of plural value states that there are multiple ways people care about and value things or 
different modes of valuation (Tetlock, 1986; Anderson, 1993).  For example, in sociology, the concept 
of value relates to personal and collective values, and how these beliefs affect social interactions and 
dynamics (e.g. Schwartz, 1994; Hitlin and Piliavin, 2004).  Whereas in the field of ecology, value is 
interpreted as either intrinsic or biocentric value, valuing nature for nature’s sake (e.g. Naess, 1973); 
or by those who try to legitimate ecosystem value and health by linking it to human and economic 







development and well-being (e.g. Daily et.al., 2009).  Perhaps the most common notion of value can 
be attributed to the field of economics, where value is defined in terms of worth or measurement of 
the benefit that can be obtained from a good or service (e.g. Weintraub, 2006).  Because of the 
existence of multiple realms and forms of valuing, individuals and societies deem more than one type 
of value to be worthwhile or important to pursue (Anderson, 1993; Tetlock, 1986).   


However, value theories highlight potential challenges that arise from plurality.  For example, Tetlock 
(1986) notes that value pluralism does not yield universal value judgements or facts that enable 
critical reflection and decision-making, and that holding multiple values may lead to cognitive 
dissonance, yielding an unclear result or weighting of worth on which to base calculated decisions and 
conflicting with the inherent desire to maximize value.  To defer to one type of value would imply 
that all goods are commensurable or that multiple values can be measured across a single scale.  
However, expressions of value are not able to be measured along a common scale.  For example, 
economic valuation assumes a linear chain of consequences from which values are derived in 
economic utilitarianism and cannot be applied to social interactions and nature, which involve 
complex interactions that do not always yield clear consequences, judgements or irreducible data 
(Norgaard, 2001; Tetlock, 1986).   Pluralism also requires an examination of the relationship amongst 
types of value, suggesting the possibility that one type of value could either reduce or help create 
another type of value (e.g. Hitlin and Piliavin, 2004).  Additionally, what may be in the short-term 
interests of an individual may be in conflict or have negative consequences for the long-term interests 
of that same individual as a member of a collective social group (Aram, 1989).  Some of these 
discussions of aggregation, reframe the traditional notion of ‘externalities,’ from one where costs, 
such as environmental degradation have been seen to be ‘externalized’ to society by individual firms 
(Pigou, 1932), to a view where costs are allocated over a different dimension, such as time or level.  


Social enterprises and other hybrid organizations reflect the pursuit of plural values, often drawing 
upon multiple logics in order to justify this hybrid goal of creating more than one type of value (i.e. 
social, environmental, financial value), confronting the possible challenges associated with plurality, 
such as cognitive dissonance, incommensurability, value relations, and aggregation. 


Institutional logics and the conflict of plurality 
An institutional logic can be described as a set of practices and principles that guide individuals to 
reproduce institutions through their actions, creating an identifying rationality or meaning (DiMaggio 
& Powell, 1991; Friedland & Alford, 1991). Thus, logics provide a framework for actors within 
institutions to both understand who they are, creating a cohesive identity, as well as guide what they 
do, or the actions that both stem from and create that identity.   


Institutional theorists refer to hybrid organizations, including social enterprises, as those that 
incorporate elements from different institutional logics (Battilana & Dorado, 2010) and cite “hybrids 
are by nature arenas of contradiction” (Pache & Santos, 2013: 972).  Institutions that pursue hybrid 
value draw upon plural logics, for example, drawing upon market, community and/or social welfare 
logic.  Market logic is described as emphasizing efficiency, profitability, stakeholder accountability 
and “economically motivated transactional behavior in a system of ‘market capitalism’” (Lousbury & 
Boxenbaum, 2013: 177) to produce an economic surplus that can be appropriated by owners.  
Whereas community logic recognizes that organizations are also members of communities, reflecting 
values that are shared amongst participants in a geographically bound area and ideologies that reflect 
the importance of interdependent relationships and a so-called ‘cooperative capitalism’ (Thornton 
et.al., 2012, p. 73).  Pache and Santos (2013: 979) also note how hybrid organizations embody social 
welfare logic, described as “making products and services available to address local social needs” 
such as long-term unemployment or homelessness.   


Institutional theorists have taken various positions on how multiple logics are managed (Table 1).  For 
example, (Pache and Santos, 2013) have noted four distinct approaches to plural logics:  (1) 
decoupling; (2) compromising; (3) combining; and (4) selective decoupling.  The dominant view of 
decoupling logics holds that, organizations uphold meaning and policies that conform to one logic but 
implement practices based on another logic.  However, the practice of decoupling logics may lead to 
questions of institutional legitimacy and scrutiny of stakeholders, such as shareholders, who may 







perceive the institution to be violating its purpose, rationality and identity (e.g. Kraatz & Block, 
2007).  Theorists who describe the practice of compromising logics (e.g. Oliver, 1991), note how 
bargaining and conforming to minimum standards can lead to outcomes that don’t fully express either 
of the logics but rather negotiate the middle ground to satisfy stakeholders enough to maintain 
legitimacy.  Combining logics entails undertaking activities from each logic to secure “endorsement 
from a wide-range of field-level actors” (Greenwood et. al, 2011).  Battilana & Dorado (2010: 1420) 
state that “to be sustainable, a new type of hybrid organization needs to create a common 
organizational identity that strikes a balance between the logics the organization combines.”  
However, organizations who have attempted to reconcile plural contexts through combining logics 
have confronted challenges such as limitations to growth because of the internal challenges between 
competing logics (e.g. Battilana & Dorado, 2010).  Pache & Santos (2013) find that selective 
decoupling of logics, where institutions uphold both logics in some circumstances and only one logic 
in other circumstances, is another method for organizations to navigate a plural environment.  For 
example, they note how an organization upholds both logics by incorporating both for profit and not-
for-profit entities; whereas it decoupled logics by creating policies according to one logic but did not 
enforce or implement these standards, leading to practices that upheld the alternate logic. 


Table 1 Approaches to contesting or reconciling plural logics from the literature 


How plural logics co-
exist 


Description Source(s) Challenges 


Decoupling Uphold the meaning and policies of 
one logic; but implement according 
to another logic 


Meyer & Rowan (1977); 
Friedland & Alford (1991) 


Stakeholder scrutiny and 
challenges to 
organizational legitimacy 


Selective decoupling; 
Loosely decoupling 


Uphold both logics in some 
circumstances and only one logic in 
others 


Pache & Santos (2013); 
Kraatz & Block (2007) 


Conflicting goals; 
incommensurability 


Compromising; 
Cooperating 


Acknowledging a mutual 
dependency; bargaining and 
conforming to meet minimum 
standards of stakeholders of both 
logics to maintain legitimacy 


Oliver (1991); Kraatz & 
Block (2007) 


Neither logic is fully 
expressed; ongoing tension 


Combining; Plurality Undertaking activities from each 
logic 


Greenwood et.al. (2011); 
Battilana & Dorado (2010); 
Kraatz & Block (2007) 


Limitations to growth due 
to internal tensions 


This research project draws on institutional logics as a framework to ask how organizations with 
hybrid values are navigating these co-existing logics, and contributes to further understanding how 
actors are able to manage multiple logics to create hybrid value.   


METHODS 
Haugh (2012) and Lounsbury & Beckman (2015) note that there is little theoretical insight to help 
explain what hybrid organizations are, why they are emerging and how they are operating with 
potentially conflicting logics or paradigms.  Given the relative immaturity of this field, an exploratory 
approach is taken to:  investigate little understood phenomena, to identify or discover important 
variables, or to generate hypotheses for further research (Marshall & Rossman, 1995).  Following 
Edmondson & MacManus (2007), this paper takes an exploratory qualitative approach to researching 
a nascent area in order to identify new patterns in the data to develop a suggestive theory that may 
help guide future areas of research in hybrid value. 


Case selection A multiple embedded case study design of six Australian hybrid value organizations 
with units of analysis at the individual, group, organizational and cross-case levels (Yin, 2003) has 
been selected as an appropriate strategy to answer the proposed research questions.  Using a mixed 
purposeful sampling technique (Patton, 1990), we drew on 72 independent third-party sources to 
identify a sample population, including:  CSR and sustainability awards; publicly available sector 
reports; social enterprise registers and databases; sector leaders; intermediary organizations and 
sustainability indices.  Companies from this initial long list were then screened against the other 
multiple third-party sources to triangulate a population of companies that typify hybrid value 







orientation and practices, constituting an intense sample of hybrid value companies.  Table 2 provides 
background information on participating organizations, which all agreed to be identified. 


Table 2 Case Study Profiles 


Company Industry Location Incorporation 
and Ownership 


Revenue 


Bank Australia (BA) Banking, Finance National Cooperative; 
Customer-Owned 


100% 
commercial 


Ceres Environment Park (CER) Environmental 
Education 


East Brunswick 
(Melbourne) 


Not-for-profit; 
Private 


95% self-reliant; 
5% grants 


Goodstart Early Learning (GS) Early Childhood 
Learning 


National Not-for-profit; 
Private 


90% self-reliant; 
10% grants 


National Australia Bank (NAB) Banking, Finance International For-profit; 
Publicly-listed 


100% 
commercial 


Small Giants (SG) Private Investment, 
Family Office 


St. Kilda 
(Melbourne) 


For-profit; Private 100% 
commercial 


STREAT (ST) Hospitality; Jobs 
Training  


Melbourne Not-for-profit; 
Private 


70% self-reliant; 
30% grants 


Data collection and analysis  Qualitative data was collected in person or over the phone between 2013 
and 2014 via semi-structured interviews that lasted between 30 minutes and two hours with at least 
one key decision-maker from each organization.  Each case also participated in at least one in-person 
focus group, which lasted between one and two hours, and was comprised of a group between three 
and ten key stakeholders familiar with hybrid value activities of the case.  Interviews and focus groups 
included questions on:  the organizational definition of value, how different types of value relate to 
one another, types of practices organizations undertake to create value, and why cases define value the 
way they do.  In total, we held 16 individual interviews and seven focus groups with a total of 49 total 
participants across six case studies.  Participants were asked to complete worksheets; interviews and 
focus groups were audio recorded, and field notes were taken. The audio recordings were 
subsequently transcribed to text and imported along with worksheets and field notes to Nvivo 
software for analysis.  All participants received a copy of the transcript from his/her interview and/or 
focus group and were invited to make any comments or provide feedback.  The first stage of thematic 
analysis (Braun & Clark, 2006) included listening to audio-recorded interviews and focus groups, 
transcribing the audio to text and noting initial reflections in the form of memos (Bryman & Burgess, 
2002).  These transcripts were coded and categorized to uncover salient themes and data trends.  
These themes formed the basis for constructs that were then integrated into our empirically-derived 
models of hybrid value to derive a hybrid value taxonomy and typology.    


FINDINGS 
Our data revealed that our case studies were engaging with four types of institutional logics, drawing 
on four component types of value, and organizing these logics and value components into seven 
distinct configurations or types of hybrid value. 


Component values 
While the literature on hybrid value (e.g. Emerson, 2003, Porter & Kramer, 2011; Elkington, 1997) 
typically discusses value in terms of three value components—social, environmental, and financial—
our case studies demonstrated that there was an additional value component: internal value. 


Internal value 
Internal value is a type of hybrid value that acknowledges value is dependent upon and part of an 
internal landscape, where actors both shape the meaning and strategies of organizational value 
creation as well as experience benefit or misalignment on a cognitive, emotional or spiritual 
dimension.  Fourteen of 49 participants across three cases cited that hybrid value is highly reflective 
of internal individual emotional, psychological, or spiritual elements.    For example, one participant 
discusses the importance of the internal dimension to value.   


Something about people’s internal life…spirituality...that’s often missed out of these kind of models 
….we’re happy to talk about social, environmental, ecological; we’re happy to talk about financial, 







economics, even psychological is ok.  But, I think we’re afraid to go to that ‘other place’…I think that’s 
also why we have trouble defining why we’re here, CERES as an organization…because in my internal 
space, all those things have value.  I want people to have good jobs, be able to feed their kids, and 
work in a fair environment.  And I want the land to not be polluted and every drop of water that I drink 
not to be polluted, the fish not to be dying.  Like, everybody wants that.” [CER2] 


For participants who referenced internal value, they referenced ‘feelings,’ ‘perceptions,’ or ‘knowing’ 
as a proxy for assessing value.  For example, Small Giants participants use subjective assessments to 
guide their investment decisions that seek to maximize financial value by investing in a portfolio of 
companies, products and services that align with its archetypal customer’s values.  This archetypal 
customer is derived from the values of the Small Giants team, meaning that the internal dimension of 
value is arguably the most important determinant of how value is perceived, created, and assessed.  
Upon making an investment decision, team members at Small Giants are asked to give subjective 
scores from 1-10 of ‘how full they feel’ about the financial return possibility, the social/environmental 
impact potential, and the passion of a project.  At Small Giants decisions are guided by people: 
individuals who simultaneously draw on experience, logic, emotion, factual information and values to 
come to an assessment of how much ‘value’ lies in a potential investment opportunity.   


The question around how to make the decision is one that might need to be much more intuitive…it’s 
too complex to put a formula around.  And that’s something in our society today, to achieve that 
balance [between competing values], I think we’ve lost that.  And, virtually, if it’s not measurable, if 
there’s no formula, it doesn’t exist…[But some] paradoxes we can’t resolve.  You can’t measure it.  
You can’t use any formula or logic to solve it.  So, I kind of feel a little bit like some of the decisions we 
need to make need to come from a place that allows for experience and intuition to rule.  [SG6] 


Internal value suggests that individuals bring their values to bear as customers and employees of an 
organization and influence the balance and orientation at that organization between market logic, 
community logic or other types of logic.   Internal value certainly allows for value plurality, as 
individuals simultaneously hold multiple values, and there would be relationships between and 
amongst value sets internally that lead to decisions and outcomes.  Because the internal landscape is 
cognitive, emotional, spiritual and subjective, values are commensurable, as they are weighed up 
internally on the same subjective scale.  Internal value logic also addresses the challenges of 
aggregation as an individual can assess value created based on his/her various roles and time scales.  
The discovery of internal value suggests that there is another  component value type in addition to the 
financial, social, and environmental that is more reflective of the internal or a ‘values’-based 
dimension that is observed to be playing a tacit role in the determination of organization value.   


Institutional logics 
Participants from all six case studies made statements that illustrated four different institutional logics:  
(1) market logic; (2) community logic; (3) social welfare logic; and (4) intrinsic logic.  While the first 
three types of logic are found in the literature (Friedland & Alford, 1991; Thornton et.al., 2012; Pache 
& Santos, 2013), the fourth type of logic, intrinsic logic, emerged from data analysis to describe a 
unique approach to attributing value.  As such, we have included a table with sample quotes, 
demonstrating how each case illustrated each of the three established logics, and we have further 
defined and explained the derivation of intrinsic logic in the sections below.  Participants across all six 
case studies cited examples of upholding market logic, emphasizing financial revenue and profits; 
community logic, illustrating the connection to communities; and social welfare logic, describing how 
their organizations are striving to address a social need (Table 3). 


Intrinsic logic 
Intrinsic value is defined as valuing something for its inherent nature or respecting what it is (Moore, 
1922) and is a type of valuation seen in the ethics or philosophy literatures but also in the deep 
ecology literature that values nature for nature’s sake (Naess, 1973).  This type of value contrasts with 
utilitarian or instrumental value that determines the worth of something based on its usefulness or 
utility to an individual or group.  


The logic of valuing something intrinsically was identified at Goodstart, where participants discussed 
respect for individual children, respecting and valuing each child’s routine, developmental skills, and 
needs.  Intrinsic logic both drives the value strategy to create tangible benefits (value) for children in 







the way of well-being, a positive sense of self, and a sense of belonging to a safe and welcoming 
community; as well as informs the value assessment process where Goodstart reflects on what type of 
value was created and for whom value was created.  This emphasis of valuing each child for who 
he/she is informs the outcomes Goodstart is seeking, thus driving the value creation strategy based on 
the survival of the organization and the value for its beneficiaries.  Participants at CERES, Small 
Giants and STREAT also referred to intrinsic logic in relation to nature and the environment, valuing 
nature for nature’s sake and connecting with the inherent value of something based on its own worth 
rather than a sense of utility or monetizing a commodity.  The notion of intrinsic value was reflective 
of the discourse on internal value, as attributing inherent value was described as coming from a 
complex internal landscape rather than one that could be determined by formulae or rationality.  


It’s not a brain thing…no one became an environmentalist because they thought it was going to be 
good for the grandkids or it was going to help save money or whatever.  They did it because they loved 
the earth…and to appeal to somebody’s sense of economic rationalism or whatever instead of their 
love, fear and pain is to do a disservice to both. [CER2]  


We observe that organizations that follow the logic of doing something because there is intrinsic value 
in doing something, rather than being instrumental to the organization, are following intrinsic logic.   


Table 3 Examples of market, community and social welfare logic 


Logic Case Illustrations 


Market CER I think happily for us we’ve been forced to focus on financial value [B2] 
 NAB It boils down to making money [NAB13]
 SG Money is food for businesses.  And if you don’t have enough, you starve [SG6] 
Community BA We’re trying to support the community that underpins our existence [BA3] 
 GS It’s really important that the community are engaged… and that we create community value 


and community impact [GS3] 
 NAB Banks are still intrinsically a part of the community, through their branch networks, and we 


employ lots of people, and we have loans on the houses that are burning down.  We are part of 
that.  [NAB3] 


Social GS We created a broad social inclusion strategy [GS3] 
Welfare SG I think you could argue on the social/environmental side, there is no middle point.  Because 


there’s no comfortable point of people living in poverty.  We want zero poverty [SG6] 
 ST Our purpose is about stopping youth homelessness [ST1] 
Intrinsic BA This is the right thing to do [BA1] 
 CER We need fish because we need fish for fishes’ own sake… [CER2] 
 ST Homelessness just felt like such a human right and a violation of someone’s human rights to 


not have a home [ST1] 


Relationships between component values—a hybrid value typology 
As we continued analysing our data, we observed patterns in the relationships between component 
values and logics that described seven distinct types of hybrid value configurations. 
 
Blended value 
Blended value is defined as social, environmental and financial value, where the pursuit of one form 
of value is not traded off in light of the other, but rather value is redefined to be a composite whole 
(Emerson, 2003).  Five out of six case studies, including 21 out of 49 case study participants, 
referenced the concept of blended value (Emerson, 2003) as an ‘ideal’ concept for their organization’s 
value strategy; however, these participants also found it challenging to describe how organizational 
practices aligned with this concept, suggesting this concept may be difficult to implement in practice.   


Bank Australia referred to the blended value ideal, not wanting to separate value components but 
rather viewing them as positive sum and part of the same total value picture, which participants saw 
as a combination of social, environmental and financial.  “I want to move away from trade-off…it’s about 
achieving it all together…I don’t know why we even have to trade any of it off…I want to create value.  I want 
this business to create economic value.  I want it to create social value.  I want it to create environmental 
value.” [BA5]  Participants from CERES, also referenced blended value as an ideal concept, feeling 
that value could be represented, much like permaculture, as a nested set of systems, where value can 
be seen as non-divisible and driven more by beneficiaries or stakeholders than by types of value. 







However, while participants aspired to blended value as an organizational ideal, they also reflected 
the challenge in reconciling logics and described how they experience a cognitive dissonance in 
attempting to create this type of value in practice.   


“I think if you work very effectively for children and with children in certain communities, it does 
ripple on and have impact along the way. [However]… the value tension trade-off model is I think 
something that we grapple with all the time in making our organisational decisions because…it feels to 
me… like as an organisation we are constantly trading off economic outcomes and outputs and social 
outcomes and outputs, if that makes sense.” [GS3] 


So, while participants idealized a holistic notion of value, i.e. blended value, in practice, value was 
often approached in a much more silo’ed or fragmented way, where financial, social, and 
environmental value strategies were quite separate from one another.   Applying the lens of 
institutional logics can suggest that the ‘plural’ nature of the blended value ideal may only be upheld 
at the conceptual level, reflecting an ideal of combining logics (e.g. Battilana & Dorado, 2010).  
Whereas at the implementation level, logics are separated to allow for a dominant logic to guide 
behaviors or actions, illustrating the dominant institutional theorist view of logic decoupling (e.g. 
Meyer & Rowan, 1977).  Our data suggests that even in a context where multiple logics exist, 
organizations that uphold blended value are ultimately characterized by one dominant logic at any 
given time (Thornton & Ocasio, 1999; Scott, 2008).   


The redefinition from a zero sum to a positive sum relationship amongst value types in blended value 
as demonstrated by my case studies clearly demonstrates an acceptance of value plurality (Tetlock, 
1986) and value relations (Sethi, 1986).  Issues of aggregation (Aram, 1989) across time and level can 
be extrapolated from this concept, where the value ‘footprint’ could extend to different levels and 
temporal scales.    For example, at Bank Australia, value can be created for the same individual at the 
customer, employee, and community levels and can be assessed under short and/or long term time 
horizons.  However, incommensurability is not really addressed as in the blended value concept these 
different types of value should in some ways add up together, implying a common scale. 


Shared value 
Porter & Kramer (2011) suggest that business should address social issues that intersect with business 
interests and societal interests, to maximize return to both groups, thus creating shared value. Some of 
these strategies are reflected in:  re-conceiving products and markets, redefining productivity in the 
value chain, and enabling local cluster development (Porter & Kramer, 2011) with the aim of 
addressing societal needs with business solutions. 


NAB participants described how “social, environmental value is just…it boils down to making money for the 
bank” [NAB13].  Participants felt that NAB approaches environmental and social value as a driver for 
risk reduction, employee engagement, and reputational benefits, all which drive financial value for the 
firm, in alignment with the shared value perspective (Porter & Kramer, 2011).  Porter & Kramer 
(2011, page x.y) describe shared value as a “virtuous circle,” whereby “companies can create 
economic value by creating societal value.”  This approach was described by 14 of 16 participants at 
NAB.  For example, one participant notes: “So, in the same way as investing in technology and things that 
don’t necessarily pay you back in year one, I’m investing in social good, which is informing our risk filters, 
building our reputation, keeping our stakeholders engaged, and that’s a healthy business model.” [NAB6] 


Our empirical examination of shared value demonstrates how NAB is operating with dominant market 
logic, whereas social welfare logic serves as instrumental to reinforce the market logic.  NAB 
illustrates how community investment in indigenous affairs, natural value strategy and employee 
volunteerism drive financial value for the bank by attracting, retaining and engaging communities, 
customers and employees which in turn drives productivity for the organization.  Despite the 
dominance of market logic, this case study provides evidence of a relationship between different 
institutional logics, demonstrating how logics are likely both combined (e.g. Battilana & Dorado, 
2010) and/or compromised (e.g. Oliver, 1991).  In this example, market logic enables the organization 
to engage social welfare logic, which in turn reinforces the market logic.   


Shared value prioritizes financial value above social value; however, it acknowledges value relations, 
where social value is instrumental to economic value and vice versa.  It attempts to address both 







issues of incommensurability (Norgaard, 2001) and aggregation by acknowledging the value types are 
inherently different and apply to different levels and scales of those who benefit from or can share the 
value created.   However, it is somewhat unclear whether measuring value types along different scales 
overcomes the issue of incommensurability, as it is unclear how the scales may relate to one another. 


Triple bottom line 
The triple bottom line (TBL) refers to social, environmental and financial performance of a firm 
(Elkington, 1997).  These three pillars of sustainable business performance are also often termed 
people, planet and profit.  ‘People’ refers to stakeholder interests, with the aim of acknowledging the 
needs of various constituencies.  ‘Planet’ refers to ecological footprint or environmental impacts, 
where the aim is to minimize environmental harm through techniques such as life cycle assessment 
and operational improvements.  ‘Profit’ refers to ‘true economic cost’ meaning the economic value 
after social and environmental costs have been internalized or calculated. 


Although only one of six cases reflected the nuanced language of TBL (Elkington, 1997), the three 
pillars of people, profit and planet were consistent across all cases in the way value was discussed and 
assessed.  One participant from STREAT expressed the principles of TBL, stating “I want something 
that doesn't lump people and planet together. I want it to look whole and complete when you're doing good - 
virtuous circle created. Profit at the bottom because it's an enabler or means, not an ends.  Each axis has 
measures that are appropriate for that section (right timeframes etc).  I'm almost tempted to put Planet on top 
because it's the ultimate sustainer of everything.” [ST1] 


This participant highlights how her ideal value concept, reflecting TBL, would reflect plural logics, 
value relations and overcome issues of incommensurability by creating separate axes with separate 
measures.  However, while this allows each type of value to be measured along its own scale, it does 
not reflect how the different value types are then assessed or related to one another, or how they 
become commensurate.  There is also an acknowledgement that long-term value may be captured by a 
different level than short-term value (overcoming issues of aggregation).  However, because there 
were limited examples of participants referring to the TBL ideal, this value type at this stage still 
remains somewhat abstract and at the conceptual level.   


The TBL concept pursues different logics to maximize outcomes for people, planet and profit.  
Because there was limited case study data reflecting the TBL concept, it is difficult to unpack how the 
institutional logics may co-exist or relate.  However, as detailed in the literature, TBL as a concept 
refers to an ‘additive’ value approach where logics are combined (e.g. Battilana & Dorado, 2010); 
however, much like blended value, it is unclear whether the logics have to be decoupled (e.g. Meyer 
& Rowan, 1977) or selectively decoupled (Pache & Santos, 2013) in order to be implemented.   


Autonomy value 
We derived the term ‘autonomy value,’ referenced by all six case studies, to describe organizations 
that pursue financial value as a means to enable autonomy to then create social and environmental 
value.  Although ‘autonomy value’ is not explicitly defined, the concept can be observed throughout 
the literature, in particular with those who see social enterprise as originating from non-profit origins 
(e.g. James & Rose-Ackerman 1986; Weerawardena et al. 2010).  
 


An example of autonomy value was observed at CERES, where a model of heavily relying on grant-
funding led to a “near-death financial experience” in 2012 [CER4].  CERES has turned to increasing its 
reliance on self-funding revenue streams by growing its portfolio of social enterprises in absence of 
predictable external grant funding to increase its autonomy and ability to continue to fund its 
environmental education and technology demonstration programs. 
 


Autonomy value demonstrates how at the implementation stage, there is one dominant logic, which is 
superseded by a subordinate logic, which then becomes dominant, reinforcing the view that logics 
may be selectively decoupled (Pache & Santos, 2013).  Market logic is required to attain 
organizational autonomy and stability, enabling the organization to fulfill its mission of investing in 
social outcomes (social welfare logic) and environmental outcomes (intrinsic logic).  An autonomy 
value approach reflects a relationship between financial and social/environmental value that can be 
seen as quite separate, with financial value subsidizing or enabling social or environmental value.  For 







example, STREAT operates its coffee roastery to maximize profits, which are invested in producing 
social returns, measured along scales of stability and well-being for its homeless young trainees.   


Enabling value 
Akin to autonomy value, enabling value is a type of hybrid value where organizations deliberately 
focus on one value in order to enable the creation of another value, moving between logics.  One 
component value must precede the other meaning one component value is instrumental to creating 
another value (i.e. social value enables financial value); equivalently one logic reinforces another 
logic.  However, in contrast with autonomy value, where the motivation is to obtain financial viability 
or autonomy in order to fund social or environmental value strategies, enabling value can apply to all 
three component values:  financial, social or environmental.  This means that organizations that adopt 
the enabling value type can position financial, social or environmental value as an enabling or 
instrumental value in generating more financial, social, or environmental value.  Thus, autonomy 
value is a sub-type of enabling value.   


Case studies that demonstrated enabling value often deferred to a ‘financial first’ market logic where 
financial value represented the first threshold to enable the ‘virtuous’ circle to begin, allowing social 
and/or environmental value to also drive financial value, in turn driving more investment into social 
and/or environmental value.  This type of logic is highly reflective of the shared value literature that is 
derived from the corporate responsibility literature, where hybrid value is tacitly organized 
hierarchically, with financial value implied as the most essential type of value, or as one organization 
put it, “money is like food for business” [SG1].  Enabling value defers to a system where one logic is 
dominant, resulting in the primacy of one value outcome (e.g. Tetlock, 1986; Scott, 2008).  There are 
value relations between the different types of value enabling one another, and issues of aggregation 
are addressed as the types of value can be separated by time and level.  Incommensurability issues are 
addressed by measuring value types along their respective scales; however, it is somewhat unclear 
how the scales relate to one another.  Enabling value, shared value and autonomy value provide 
concepts that suggest that multiple logics can co-exist by mutually reinforcing one another, aligning 
with the view that plural logics can be combined and/or compromised (Oliver, 1991; Battilana & 
Dorado, 2010). 


Threshold value 
All six cases referenced that the complex decision-making in navigating hybrid value relied on 
thresholds and limits that determined how financial, environmental and social value types relate to 
one another.  For example, in autonomy value, the minimum financial threshold is a minimum 
financial value that must be obtained before an organization is able to invest in social and/or 
environmental value strategies.   


NAB referred to minimum environmental and social thresholds that inform bank risk filters, creating 
negative screens if the environmental or social impacts are too great to justify a loan.  For example, 
investing in developing the Great Barrier Reef triggered an environmental minimum threshold.  While 
the opportunity was legal and presented an opportunity for financial returns, the project’s reputational 
effects were too great due to the highly public nature of the potential environmental harm.   


Small Giants referred to financial maximum thresholds at which point financial value should then be 
converted into social and/or environmental value.  For example, if an investment returns a healthy 
financial rate or return, allowing the team to get fairly remunerated and all co-investors to be at or 
above market rates, the leadership team at Small Giants feels that there should be an upper limit at 
which point the ‘surplus’ returns should be invested in increasing the social and/or environmental 
value as well, for example by installing environmental improvements in a property investment.  


Small Giants also applies this principle of thresholds to its payroll strategy, where it has set a limit of 
maximum pay discrepancy within the firm to be on the order of six times.  Beginning with the 
question based on individual needs, Small Giants determines salary levels by asking staff, “What do 
you need?  What’s an appropriate amount?” [SG6]; meeting the financial minimum threshold of 
individuals.  However, it does not ask staff to determine salary levels based on a “what do you want?” 
approach, as it expects to meet the financial requirements of both its team members and the business 
without leading other to a point of “obesity,” [SG6] or surpassing financial maximum thresholds that 







compromise organizational values.  This exercise has resulted in a very flat pay structure, where the 
difference between the highest paid and the lowest paid in the company is three times.   


Threshold value determines the switch between logics, signaling selective decoupling between logics 
(Pache & Santos, 2013).  For example:  plural logics incorporating market, community and social 
welfare logics determine the growth of the organization until it meets its minimum thresholds, at 
which point the logic mix may change based on opportunities and internal values.  When a financial 
maximum limit is reached, the organization eliminates market logic and is dominated by either 
community and/or social welfare logic, resulting in a different mix of value outcomes.  Because 
thresholds create signals to determine the mix of logics, value can either be plural or monistic, and the 
limits acknowledge the relationship between values.  Commensurability is addressed by allowing each 
value type to operate on its own scale, and the relationship between scales is determined at a 
subjective organizational level.  Issues of aggregation are not explicitly addressed. 


Value swapping 
Value swapping describes creating hybrid value by swapping between component values, referenced 
by all six cases, to create a more balanced or composite of total value.   


STREAT generates financial value from sales across cafés, catering businesses, and a coffee roasting 
business, which is then invested in STREAT’s social mission, supporting its homeless youth 
population, swapping financial value for social value.  In other parts of its business, STREAT makes 
deliberate decisions to trade off higher profitability for greater social impact.  Participants at STREAT 
described the necessity of trade-offs, but as an overall portfolio of businesses, it balances total value 
by swapping component values across activities and sites.   


If we were a pure business, there is one of our cafes we wouldn’t run …But for us, it provides so many 
hours of training and employment to our young people and it’s the place where we’ve built so much 
community, and there’s so much other social value that we get out of that site…And on the flip side, the 
coffee roastery isn’t…where the social impact is coming, but it is part of our supply chain and it makes 
incredible amount of sense for us to have a higher margin, highly profitable part of our business that 
then helps all the others be more financially sustainable.  So, normally if you were either/or, you would 
chop off the margins of our business, but it’s actually the diversity of it that makes it work. [ST1] 


Although the value concept idealized by STREAT participants has elements of non-divisibility or an 
aspiration of blended value (Emerson, 2003), the mechanism of ‘value swapping’ suggests that at the 
implementation level, components are approached differently and then swapped.  Again, this 
reinforces the perspective that the co-existence of multiple logics is addressed by selective decoupling 
(Pache & Santos, 2013).  However, like many other ‘types’ of value discussed in this paper, each of 
the logics is dominant in its own time, meaning that these case study derived illustrations of hybrid 
value do illustrate how multiple logics can co-exist by dividing logics between actions, projects, or 
time intervals, as is the case in value swapping. Value swapping may speak to value being framed 
differently across levels of analysis.  For example, at the parent company level, total value is informed 
by internal value and comprised of a composite of social, financial, and environmental value, albeit 
along different scales.  This benchmark of total value then guides strategic practices and tactical 
decisions at the site or portfolio company level.  ‘Value swapping’ may be one way to demonstrate 
how organizations are bridging value concept or aspiration to practice, or explaining how some plural 
institutions manage to maintain plural logics through selective decoupling. 


Value swapping does defer to a system where one value is dominant, as one value type is dominant 
and then swapped for another, which in turn may become dominant for a time.  Value relations can be 
observed in the exchange of one for another.  It is somewhat abstract or unclear how 
commensurability is addressed in ‘adding’ up the streams of value to create the composite whole, 
which appears by companies to be a subjective assessment of total value.  That is, if organizations feel 
they’ve met or exceeded their various value targets or thresholds, they may subjectively deduce that 
‘enough’ value has been created and it does not need to be additive other than in concept.  Although 
this value type also does not make explicit issues of aggregation, it could be deduced that value could 
just as easily be swapped across time and level as it could across value sub-type. 


Hybrid value taxonomy 







 


Figure 1 Taxonomy of hybrid value types and institutional logics 


Figure 1 organizes the relationships between the seven hybrid value types, the four underlying 
component values, and the four observed logics into a taxonomy.  At the top of the chart, blended 
value (Emerson, 2003) and triple bottom line (Elkington, 1997) demonstrate hybrid value concepts, 
meaning they reflect ideas about how multiple values can be represented.  In the next layer of the 
chart, enabling value and threshold value illustrate hybrid value strategies or the plans that guide how 
hybrid value can be created.  For example, enabling value provides a strategy of pursuing one type of 
value to enable another, and threshold value informs the strategy of pursuing a particular mix of 
values that will shift based on triggering the limits or thresholds put in place by the organization.  
Enabling value is an umbrella strategy for the implementation level approaches of autonomy value 
and shared value (Porter & Kramer, 2011), meaning these are sub-types of enabling value that can 
guide the practices of organizations.  Threshold value is an umbrella strategy for value swapping, a 
mechanism that describes how organizations may implement the practice of pursuing one type of 
value, then another, swapping between components. 


All of these layers that reflect hybrid value concepts, strategies and implementation level approaches 
result in outcomes, in figure 1 depicted as four underlying foundations of component values.  Three of 
these component values—environmental, social and financial—were previously observed and 
commonly cited in the hybrid value literature; whereas internal value has been derived from our case 
study data and identified as a fourth component value.  The final bottom layer in the hybrid value 
taxonomy (fig.1) illustrates the institutional logics observed:  market logic, community logic and 
social welfare logic are cited in the literature (Friedland & Alford, 1991; Thornton et.al., 2012; Pache 
& Santos, 2013).  However, we observed that intrinsic logic also helps explain the underlying 
meaning, identity and rationality for organizational behavior in a hybrid value context. 


A HYBRID VALUE TYPOLOGY 
We have alluded to the distinctions between logics, the underlying beliefs and principles that create 
organizational identity and guide actions and behaviors, and value types which are the expressions of 
logic and result from organizational actions and behaviors.  Table 4 summarizes classifying concepts 
and observations on how logics co-exist that can help researchers and practitioners differentiate 
between the nuanced hybrid value meanings and approaches that inform organizational value 
strategies, in turn driving organizational behaviors and ultimately outcomes.  Table 4 also summarizes 
how institutional logics co-exist in each of the hybrid value concepts.  


In both blended value and TBL, the case studies failed to illustrate how these concepts translate to 
implementation, which meant that it was unclear how multiple logics were able to co-exist, although 
analyzing the concepts suggest that it may require combining logics at the conceptual level and 
decoupling or selective decoupling at the implementation stage.  In fact, our case studies reveal that 







for organizations that upheld a blended value or TBL conceptual ideal (Bank Australia, CERES, 
Small Giants, STREAT), they drew on another value type at implementation.  For shared value, 
autonomy value, and enabling value, our case studies revealed that a dominant logic enables a 
subordinate logic to become dominant in a cyclical fashion.  Internal value reflects how individuals 
can hold multiple logics internally that are subjectively balanced and assessed to reflect a state where 
logics can be plural and co-exist.  Intrinsic value rather than informing how logics relate appears to 
yield a distinct type of logic where things, such as nature and people, hold value in their own right and 
as such was deemed to be a logic and not a value.  Finally threshold value and value swapping 
demonstrate a process whereby limits or thresholds signal when a dominant logic becomes 
subordinate and vice versa.  Table 4 organizes our findings to summarize:  the definition of each type 
of value, key sources, exemplary cases, how logics co-exist, and the plural value issues addressed.   


CONCLUSION 
This paper has provided empirical evidence to support existing literature on hybrid value:  blended 
value (Emerson, 2003), shared value (Porter & Kramer, 2011), and triple bottom line (Elkington, 
1997).  We have derived four additional hybrid value types, including:  autonomy value, enabling 
value, threshold value, and value swapping.  Our findings also revealed that internal value is a 
component value in addition to the social, environmental and financial types of value that are most 
often associated with hybrid value.  Our case studies provide evidence of three extant or established 
logics—market, community and social welfare—and a new logic, intrinsic.  


We have observed that our case studies largely navigate the co-existence of multiple institutional 
logics in four ways outlined in the extant literature:  (1) decoupling (Meyer & Rowan, 1977), as 
demonstrated when more than one logic may guide the value concept but are decoupled at the level of 
implementation; (2) selective decoupling of logics (Pache & Santos, 2013) through thresholds, swaps 
and alternating strategic framing where different logics become dominant in different domains; (3) 
combining logics (Battilana & Dorado, 2010; Reay & Hinings, 2009; Greenwood et. al., 2011) by 
creating an ‘additive’ approach where one logic is upheld and an additional logic is pursued in 
tandem; or (4) compromising logics (Oliver, 1991), as in the case of shared value where shareholder 
value (market logic) may be compromised in order to uphold social welfare logic, which in turn may 
augment shareholder value.  Our case studies provide empirical evidence to confirm these four 
approaches of navigating plural logics, as catalogued by Pache & Santos (2013) to understand how 
plural institutions are reconciling as well as contesting multiple logics. 


Our study is limited by its Australian context, and it would be interesting to see whether our typology 
holds in other geographic contexts, particularly in comparison to eastern and western countries and 
developed and developing countries where the ideas of value would almost certainly vary. By 
examining hybrid value, we focused on a non-traditional bounding factor to derive our case study 
population, leading to a diversity of industries, size, ownership and incorporation models in the 
organizations we engaged.  While this may restrict generalization, we chose to focus on our key 
phenomenon of interest, leading us to examine this diversity of organizational structures and 
characteristics.  Future research may focus on isolating how organizations within a particular sector, 
of a particular incorporation model, size or other geography may reveal different characteristics in the 
nature of hybrid value to those we uncovered in our context.  Our research has also led us to question 
why these organizations are choosing more complex forms of value and, importantly for managers, 
how they go about implementing strategies and practices that illustrate these hybrid outcomes, areas 
for future research to explore.  Our paper has combined previously separate theoretical perspectives, 
drawing upon institutional logics and value theories to understand how organizations with hybrid 
values manage the complexities of plurality and have contributed empirical and theoretical evidence 
to understanding how organizations are able to manage multiple logics to create hybrid value.   







Table 4 Typology of hybrid value concepts 
*(CD=cognitive dissonance; VR=value relations; I=incommensurability; A=aggregation) 


Hybrid value 
concept 


Description Key Source(s) Case studies  How do logics co-exist? Plural value 
issues 
addressed* 


Blended Value Positive sum or composite total value, where value is comprised of 
social, environmental, and economic value; leaving one component 
value out is considered leaving value ‘on the table.’ 


Emerson (2003) Bank Australia, 
CERES, Small 
Giants 


Combine (concept) and Selectively 
decouple (implementation) 


CD, VR, A 


Shared Value Social value creation by leveraging core competencies to address 
social needs in market niches can create more financial value 
(revenue/profit for the firm), leading to different types of value that 
can be shared across stakeholders and levels. 


Porter and Kramer 
(2011) 


NAB, STREAT’s 
partner 


See ‘enabling value’ VR, A 


Triple Bottom 
Line 


Three pillars of firm performance include:  people, profit, planet.  The 
aim is to incorporate ‘true costs’ by acknowledging and minimizing 
social and environmental harm, while maximizing performance across 
all three pillars. 


Elkington (1997) STREAT Combine (concept) and Selectively 
decouple (implementation) 


CD, VR, A 


Autonomy Value Autonomy, or the ability for the organization to make its own 
decisions about value outcomes, is achieved by generating self-
sustaining revenue and leveraging financial value to invest in 
social/environmental value; without financial viability, 
social/environmental value cannot be created.


Dees (1998); Yunus 
(2010); Castellas 
et.al. (this paper) 


CERES, Goodstart, 
STREAT 


See ‘enabling value’ VR, A 


Enabling Value One type of value enables or drives another type of value.  For 
example, financial value can provide resources to invest in social or 
environmental value, which can, in turn, drive financial value. 


Castellas et.al. (this 
paper) 


All cases Compromise and Selectively decouple VR, A 


Internal Value Value is dependent upon and part of an internal landscape, where 
actors both shape the meaning and strategies of organizational value 
creation as well as experience benefit or misalignment on a values-
based, meaningful or spiritual dimension. 


Castellas et.al. (this 
paper) 


Bank Australia, 
CERES, Goodstart, 
Small Giants, 
STREAT 


Combine or Compromise CD, VR, I, A 


Threshold Value The relationship between types of value is informed by thresholds or 
limits that determine minimum and maximum value points at which 
‘value swapping,’ or switching from one type of value strategy to 
another, can be triggered. 


Castellas et.al. (this 
paper) 


CERES, NAB, 
Small Giants, 
STREAT 


Compromise and Combine CD, VR, I 


Value Swapping Hybrid value can be created by deliberately separating and pursuing 
different types of value across different strategies or practices to 
create an amalgamated or composite whole.  In this way, one type of 
value can be created and then ‘swapped’ or exchanged with another 
type of value created through another practice or strategy. 


Castellas et.al. (this 
paper) 


All cases See ‘threshold value’ VR, A 







 


REFERENCES 


Alter, K. (2004). Social Enterprise Typology. Retrieved from 
https://wiki.brown.edu/confluence/download/attachments/33494/setypology1.pdf?version=1&modificationDate=1251546806000 


Anderson, E. (1993). Value in ethics and Economics. Cambridge, Massachusetts: Harvard University Press. 
Aram, J. D. (1989). The Paradox of Interdependent Relations in the Field of Social Issues in Management. The Academy of Management Review, 14(2), 


266-283. 
Banks, J. A. (1972). The sociology of social movements. London: Macmillan for the British Sociological Association. 
Battilana, J., & Dorado, S. (2010). Building sustainable hybrid organizations: The case of commercial microfinance organizations. Academy of 


Management Journal, 53(6), 1419-1440. 
Braun, V., & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative research in psychology, 3(2), 77-101. 
Bryman, A., & Burgess, B. (2002). Analyzing qualitative data: Routledge. 
Chell, E. (2007). Social enterprise and entrepreneurship: towards a convergent theory of the entrepreneurial process International Small Business 


Journal, 25(1), 5(19). 
Choi, N., & Majumdar, S. (2014). Social entrepreneurship as an essenitally contested concept:  Opening a new avenue for systematic future research. 


Journal of Business Venturing, 29, 363-376. 
Daily, G. C., Polasky, S., Goldstein, J., Kareiva, P. M., Mooney, H. A., Pejchar, L., et al. (2009). Ecosystem services in decision making: time to 


deliver. Frontiers in Ecology and the Environment, 7(1), 21-28. 
Dees, J. G. (1998). Enterprising nonprofits. Harvard Business Review, 76(1), 55. 
DiMaggio, P. J., & Powell, W. W. (1991). The new institutionalism in organizational analysis (Vol. 17): University of Chicago Press Chicago, IL. 
Edmondson, A. C., & McManus, S. E. (2007). Methodological fit in management field research. Academy of management review, 32(4), 1246-1264. 
Elkington, J. (1997). Cannibals with Forks:  the Triple Bottom Line of 21st Century Business. Chichester: Capstone Publishing. 
Emerson, J. (2003). The Blended Value Proposition:  Integrating Social and Financial Returns. California Management Review, 45(4), 35-51. 
Friedland, R., & Alford, R. R. (1991). Bringing Society Back In:  Symbols, Practices, and Institutional Contradictions. In W. W. Powell & P. J. 


DiMaggio (Eds.), The new institutionalism in organizational analysis (pp. 232-263). Chicago and London. 
Greenwood, R., Raynard, M., Kodeih, F., Micelotta, E. R., & Lounsbury, M. (2011). Institutional complexity and organizational responses. The 


Academy of Management Annals, 5(1), 317-371. 
Haugh, H. (2012). The importance of theory in social enterprise research Social Enterprise Journal, 8(1), 7-15. 
Hitlin, S., & Piliavin, J. A. (2004). Vales:  Reviving a Dormant Concept. Annual Review of Sociology, 30, 359-393. 
Jarzabkowski, P., Matthiesen, J., & Van de Ven, A. (2009). Doing which work? A practice approach to institutional pluralism. . In T. B. Lawrence, R. 


Suddaby & B. Leca (Eds.), Institutional work: Actors and agency in institutional studies of organizations (pp. 284-316). Cambridge, UK: 
Cambridge University Press. 


Kraatz, M., & Block, E. (2007). Organizational implications of institutional pluralism. In R. Greenwood, C. O. K. Sahlin-Andersson & R. Suddaby 
(Eds.), The Sage Handbook of Organizational Institutionalism  


Lounsbury, M. (2002). Institutional transformation and status mobility: The professionalization of the field of finance. Academy of Management 
Journal, 45(1), 255-266. 


Lounsbury, M. (2007). A tale of two cities: Competing logics and practice variation in the professionalizing of mutual funds. Academy of Management 
Journal, 50(2), 289-307. 


Lounsbury, M., & Beckman, C. M. (2015). Celebrating Organization Theory. Journal of Management Studies, 52(2), 288-308. 
Lounsbury, M., & Boxenbaum, E. (2013). Institutional logics in action. Research in the Sociology of Organizations A, 39. 
Lumpkin, G. T., & Katz, J. A. (2011). Social and Sustainable Entrepreneurship. In G. T. Lumpkin & J. A. Katz (Eds.) 
Mair, J., & Martí, I. (2006). Social entrepreneurship research: A source of explanation, prediction, and delight. Journal of World Business, 41(1), 36-44. 
Marshall, C., & Rossman, G. (1995). Designing Qualitative Research (2nd ed.). Thousand Oaks: Sage. 
Meyer, J. W., & Rowan, B. (1977). Institutionalized organizations: Formal structure as myth and ceremony. American journal of sociology, 340-363. 
Moore, G. E. (1922). The conception of intrinsic value. Philosophical studies, 260. 
Naess, A. (1973). The shallow and the deep, long-range ecology movement. A summary. Inquiry, 16(1), 95-100. 
Nicholls, A. (Ed.). (2006). Social Entrepreneurship:  New Models of Sustainable Social Change. Oxford: Oxford University Press. 
Nicholls, A. (2010). The Legitimacy of social entrepreneurship:  reflexive isomorphism in a pre-paradigmatic field. Entrepreneurship Theory and 


Practice, 34(4), 611-633. 
Norgaard, R. B., Scholz, A. J., & Trainor, S. F. (2001). Values, Valuation and Valuing Processes. In E. I. E. J. v. d. S. H. R. J. Vollebergh (Ed.), 


Economic Growth and Valuation of the Environment:  A debate. Cheltenham: Edward Elgar. 
Oliver, C. (1991). Strategic responses to institutional processes. Academy of management review, 16(1), 145-179. 
Pache, A.-C., & Santos, F. (2013). Inside the Hybrid Organization:  Selective Coupling as a response to competing institutional logics. Academy of 


Management Journal, 56(4), 972-1001. 
Parrish, B. D. (2010). Sustainability-driven entrepreneurship: Principles of organization design. Journal of Business Venturing, 25(5), 510-523. 
Patton, M. (1990). Purposeful Sampling Qualitative evaluation and research methods (pp. 169-186). Beverly Hills: Sage. 
Peredo, A. M., & McLean, M. (2006). Social Entrepreneurship: A Critical Review of the Concept. Journal of World Business, 41(1), 56-65. 
Pigou, A. C. (1962). The economics of welfare (4th ed. ed.): MacMillan. 
Porter, M. a. K., Mark. (2011). Creating Shared Value. Harvard Business Review, 89, 64. 
Reay, T., & Hinings, C. R. (2009). Managing the rivalry of competing institutional logics. Organization studies, 30(6), 629-652. 
Schwartz, S. H. (1994). Are there universal aspects in the structure and contents of human values? Journal of Social Issues, 50(4), 19-45. 
Scott, W. R. (2008). Institutions and Organizations:  ideas and interests (3rd ed.). Los Angeles: Sage Publications. 
Sethi, A. (1986). Interactional Value Theory:  An interpretation. The Journal of Value Inquiry, 20, 209-222. 
Shane, S., & Venkataraman, S. (2000). The promise of entrepreneurship as a field of research. Academy of management review, 25(1). 217-226. 
Stevens, R., Moray, N., & Bruneel, J. (2014). The social and economic mission of social enterprises: Dimensions, measurement, validation, and 


relation. Entrepreneurship Theory and Practice. 
Suddaby, R., & Greenwood, R. (2005). Rhetorical strategies of legitimacy. Administrative science quarterly, 50(1), 35-67. 
Tetlock, P. E. (1986). A Value Pluralism Model of Ideological Reasoning. Journal of Personality and Social Psychology, 50(4), 819-827. 
Thornton, P. H., & Ocasio, W. (1999). Institutional logics and the historical contingency of power in organizations;  Executive succession in the higher 


education publishing industry 1958-1990. American Journal of Sociology, 105(3), 801-843. 
Thornton, P. H., & Ocasio, W. (2008). Institutional logics. The Sage handbook of organizational institutionalism, 840, 99-128. 
Thornton, P. H., Ocasio, W., & Lounsbury, M. (2012). The institutional logics perspective : a new approach to culture, structure and process 
Weintraub, E. R. (2006). The Concise Encyclopedia of Economics:  Neoclassical Economics Available from 


http://www.econlib.org/library/Enc1/NeoclassicalEconomics.html 
Yin, R. K. (2003). Case study research : design and methods (3rd ed.). Thousand Oaks: Sage Publications. 








 


The Nexus between Social Entrepreneurship and Social Innovation 


Abstract 


The social entrepreneurship and social innovation literatures are at a crossroads with multiple 
arguments addressing the relationship between the two concepts. Therefore, the objectives of 
this study were to identify the link between these two concepts and to visually illustrate the 
conceptual overlap through a nexus model. The systematic review uncovered no significant 
difference in the conceptualisation of social innovation and social entrepreneurship in terms 
of geographical location yet, differences exist in terms of schools of thought. The conceptual 
overlap emerges in terms of the emphasis on social entrepreneurship placed by the four 
schools of thought and three levels of social innovation outcomes. An empirical validation of 
the nexus model will have significant implications for researchers, practitioners and policy 
makers.  
 


Introduction 


In general, scholars agree that the concepts of social entrepreneurship and social innovation 
are closely linked (Ridley-Duff &  Bull 2011) although this is not the always case (Petrella &  
Richez-Battesti 2014). Social entrepreneurship and social innovation share similarities as a 
process of identifying solutions to social issues and needs (Phillips, Ghobadian, Money, 
Hillenbrand, Lee, O’Regan & James 2015) yet, debates continue addressing the affiliation 
between these two concepts. This could be attributable in part to the emergent nature of 
research in this field (Defourny &  Nyssens 2010; Grimm, Fox, Baines &  Albertson 2013; 
Phillips et al. 2015). This study responds to calls to improve understanding  social innovation 
and its links with social entrepreneurship (Defourny &  Nyssens 2010). The objectives of this 
study are to identify the links and differences between social entrepreneurship and social 
innovation so as to inform the development of a nexus model. What follows in this paper is 
an overview of the methods used in this study, an in-depth literature review, description of 
the development of a nexus model linking social entrepreneurship and social innovation, and 
a concluding discussion of implications for policy and future research.  


Literature Search Methodology 


Using an inductive approach, a systematic review of the mainstream social entrepreneurship 
and social innovation literature was conducted as recommended by Pittaway, Holt and  Broad 
(2014). Search strings with Boolean operations were implemented based on “social 
innovation*” and “social entrepreneur*” in the titles, keywords and/or abstract of Scopus, 
Science Direct, Business Source Complete, Emerald Insight, Wiley Online Library and 
ProQuest. This search strategy captured all material associated with social innovation that 
also discussed social entrepreneur/s/hip, and it also included social enterprise/s provided the 
paper also discussed social innovation and social entrepreneur/s/hip. Relevant references 
were downloaded to an endnote file and checked. After which duplicates were deleted, 263 
references remained. These abstracts were reviewed for relevance, 122 were discarded as 
they just mentioned the searched terms but not clarifying the terms in question. The 
remaining 141 references were examined and basic information for each reference was 
tabulated in an Excel spreadsheet including title, author, year of publication, journal title and 
author/s country of origin. Reading these 141 papers commenced with the most recently 
published, and priority was given to reviewing theoretical and conceptual papers. New 
references found during the review were added to the sample which increased to 156 
references in total. Each paper was examined with the aim of identifying the definitions of 







 


social innovation (SI), as well as social entrepreneur (SEneur), social enterprise (SEprise), 
social entrepreneurship (SEship), and these were added to the Excel spreadsheet. The 
definitions were then transferred to four separate spreadsheets which were cross tabulated the 
author, year of publication and country of origin of each article. The SEship and SI 
definitions were examined and sorted into columns addressing drivers, goals, enablers, 
outcomes and impact. The SEneur, SEprise and SEship definitions were further analysed to 
identify the schools of thought with the aim of categorising the key emphases of each school. 
Table 1 below summarises this analysis (see SEship section). The outcome and impact 
columns of the SI definitions facilitated summarising the main levels as shown in Table 2 
(see SI section). Subsequently, Tables 1 and 2 informed the development of the nexus model 
presented in Figure 1 (see Discussion section). 


Social Entrepreneurship (SEship) 


SEship is defined in numerous ways. “[SEship] combines the passion of a social mission with 
an image of business-like discipline, innovation and determination […]” (Dees 1998, p. 1). 
SEship is a dynamic process of aiming at creating new social value in the market and 
community at large by an individual or a team striving to exploit [SI] with an entrepreneurial 
mindset and a strong desire for achievement (Perrini, Vurro &  Costanzo 2010). For Bacq and  
Janssen (2011), SEship is a process of pursuing opportunities through entrepreneurial 
activities which does not necessarily involve the creation of a new venture.  


Although this concept continues to attract academic attention, a considerable level of 
variation in the conceptualisation continues. Reflecting United States (US) scholarship, 
Germak and  Robinson (2014) state that SEship is a highly popular practice of applying 
business solutions to social challenges. In contrast, Santos (2012) states that SEship is the 
development of appropriate, effective and long lasting institutional solutions rather market 
mechanisms and securing subsidies from governments. There is little consensus on what 
includes in SEship (Choi &  Majumdar 2013) giving rise to a loose (Lyon &  Fernandez 
2012) and theoretically not well-bounded concept (Petrella &  Richez-Battesti 2014). This 
study found forty SEship definitions which may be categorised into three main areas. The 
first emphasises an involvement of business activities and skills in SEship. The second 
stresses entrepreneurial approaches whereas the third area adopts an institutional emphasis. 
These three definitional areas are elaborated upon below. 


a) Definitions with a business emphasis identify SEship as  
i) an approach combining a social mission with business methods (Dees 1998; 


Germak &  Singh 2010; Jackson &  Harrison 2011; Witkamp, Royakkers &  
Raven 2011); via earned income (Hartigan 2006) and venture creation (Germak 
&  Robinson 2014; Lasprogata &  Cotten 2003). 


b) Definitions with an entrepreneurial emphasis consider SEship as  
i) an entrepreneurial approach addressing social issues (Bacq &  Janssen 2011; 


Cunha, Benneworth &  Oliveira 2015; Martin &  Osberg 2007; Newth &  Woods 
2014; Yunus 2008); via resource allocation (Mair &  Marti 2004; Nicholls 2010; 
Swedberg 2009); with an earned income (Hibbert, Hogg &  Quinn 2005; 
Leadbeater 1997; Tracey &  Jarvis 2007); while exploiting social innovation 
(Perrini et al. 2010; Schmitz &  Scheuerle 2012);  


ii) or enhancing social wealth via venture creation (Zahra, Gedajlovic, Neubaum &  
Shulman 2009) to achieve social change (Seelos &  Mair 2005; Tapsell &  
Woods 2008) or social transformation (Alvord, Brown &  Letts 2004; Roberts &  







 


Woods 2005) or social value creation (Austin, Stevenson &  Wei-Skillern 2006; 
Peredo &  McLean 2006; Sullivan Mort, Weerawardena &  Carnegie 2003).  


c) Definitions with an institutional emphasis consider SEship as an institutional 
arrangement for addressing social issues (Bornstein 2004; Cho 2006; Nicholls 2006; 
Santos 2012; Waddock &  Post 1991).  


Overall, there is a clear consensus among scholars that SEship is driven by a mission to 
address social issues. Some scholars define SEship as a process, while others identify it as an 
outcome of venture creation. In many cases, these themes do not vary but use different words 
to explain the same phenomenon. However, Kerlin (2006) notes that differences in SEship 
result from contrasting forces shaping and reinforcing the SEship concept in various regions - 
an aspect commonly referred to as the North Atlantic divide. In contrast, Bacq and  Janssen 
(2011) maintain that there is an absence of an explicit transatlantic divide and consider that 
different conceptions coexist even within the US.  


The majority of those who emphasise the business aspects of SEship are US scholars. 
European scholars identify “earned income” and entrepreneurial behaviour in SEship, and 
conflate SEhip with SI as a way to achieve SI. The outcome of SEship is indicated in these 
definitions with the terms social change, social transformation and social value creation used 
interchangeably; however, the depth of meaning and relevance among these terms is yet to be 
clarified. The final category of definitions places a significant emphasis on SEship as an 
institutional arrangement for addressing social issues, and a majority of these are anchored in 
European scholarship. There are some overlaps in scholarship in terms of geographical origin 
while at the same time some differences are evident.  


Four schools of thought can be identified in the SEship literature. Two are specific to the US: 
the social innovation school of thought (SIST) and the social enterprise school of thought 
(SEST) (Dees &  Anderson 2006; Defourny &  Nyssens 2010; Hoogendoorn, Pennings &  
Thurik 2010). Two additional schools of thought originate in Europe; the emergence of social 
enterprise (EMES) (Defourny &  Nyssens 2010; Hoogendoorn et al. 2010) and the UK 
approach (Hoogendoorn et al. 2010). The main differences among these schools of thought 
are summarised in Table 1. 


Dees and  Anderson (2006) note the individualistic approach of SEship in the US by 
emphasising that social entrepreneurs (SEnurs) act as change agents who pursue 
opportunities and engage in continuous innovation via learning and adaptation while 
reflecting resourcefulness and accountability in achieving the social mission. This SIST view 
is based on the Schumpeterian view of entrepreneurship where an entrepreneur exploits 
opportunities through innovations and hence, this perspective of SEship is innovation driven 
targeting social transformation. In contrast, the SEST view emphasises the role of an 
enterprise with a social goal in which the continuity and the entrepreneurial behaviour of the 
enterprise is backed by earning income. The SEST approach does not stress the need for 
innovation, instead is more market oriented (Bacq &  Janssen 2011; Hoogendoorn et al. 
2010) based more on an Austrian approach. 


Of the two European perspectives of SEship, EMES emphasises that the SEprise has an 
explicit aim to benefit the community, is launched by a groups of citizens, enjoys a high 
degree of autonomy, is participatory in nature, and does not base decision-making power on 
capital ownership (Defourny &  Nyssens 2010; Nyssens &  Defourny 2012). In contrast, the 
UK approach is reflected in the definition provided by the UK Department of Trade and 
Industry which emphasises that SEprises are “businesses with primarily social objectives 







 


whose surpluses are principally reinvested for that purpose in the business or the community, 
rather than being driven by the need to maximise profits for shareholders and owners” (DTI 
cited in Doherty 2009, p. 26). 


Table 1 - Differences in SEship Conceptualisation among Schools of Thought 
Approach American Approaches European Approach 
Distinctions SIST SEST EMES UK 
Social 
entrepreneur  


A central role Secondary role Collective 
actions of group 
of citizens 


Entrepreneur/ 
Collective actions of 
group of citizens 


Social 
enterprise 


Secondary role Key unit of observation 


Context  Market Economy Social Economy 
Mission Core of the process First objective is to 


pursue social goals 
Explicit aim to 
benefit the 
community 


Serving the needy 
groups in the society 


Link between 
mission and 
Services 


Direct Direct / indirect Direct Direct / indirect 


Legal 
Structure 


No constraints Nonprofit Some 
constraints 


No constraints 


Role of 
Innovation 


Prerequisite Not emphasised Explicitly 
mentioned 


Entrepreneurial 
behaviour is 
emphasised 


Profit 
Distribution 


No constraint Constrained Limited constraints 


Earned Income Not emphasised Prerequisite Not emphasised Important 
Governance Not emphasised Multiple stakeholder involvement 
Key Scholarly 
Work 


(Dees 1998; Martin &  
Osberg 2007; Peredo &  
McLean 2006; Sullivan 
Mort et al. 2003; 
Swedberg 2009; 
Waddock &  Post 
1991) 


(Boschee &  
McClurg 2003; 
Lasprogata &  
Cotten 2003; 
Robinson 2006; 
Tracey &  Phillips 
2007) 


(Defourny &  
Nyssens 2010; 
Spear, Chris &  
Micheal 2009) 


(Hibbert et al. 2005; 
Leadbeater 1997; 
Nicholls 2010; 
Teasdale 2010) 


Source – Based on (Bacq &  Janssen 2011; Defourny &  Nyssens 2010); Hoogendoorn et al. (2010) 


 


It becomes clear that this European approach to SEship overlaps with the US approach to a 
certain extent. Specifically, the earned income criterion of SEST is also reflected in European 
definitions with trading for social purpose clearly highlighted. However, the distinction is 
made in the need for reinvesting earned income in European approaches. This idea is further 
signified in the definitions provided by Leadbeater (1997) and Hibbert et al. (2005) which 
state that SEship is an entrepreneurial behaviour using profits generated by market activities 
for the betterment of a specific disadvantaged group. There is a restriction of SEST in 
distributing profits earned from the activities and while this is a similar reflection of 
reinvesting the income, it is not as clearly stated as the European approaches. 


Tracey and  Phillips (2007) assert that entrepreneurs are required to exploit market 
opportunities to generate surpluses that can be reinvested in a social project; however, SIST 
does not discuss this matter. The key emphases of SIST are also somewhat reflected in the 
other three approaches. For instance, some SEST authors such as Boschee and  McClurg 
(2003) state that a non-profit organisation is not entrepreneurial unless it generates earned 
revenue from its activities. In relation to the European approaches, Perrini et al. (2010) 
mention that SEship is a dynamic process of social value creation through the exploitation of 







 


SI, while Schmitz and  Scheuerle (2012) assert that SEship is the establishment of initiatives 
to implement SI. Although Hoogendoorn et al. (2010) state that SEST does not maintain a 
direct link between the mission and the services they produce, this study notes that there is a 
link between them. For instance, Boschee and  McClurg (2003) state that the earned income 
strategies of SEneurs are linked to their social mission. SIST can be differentiated from SEST 
mainly in terms of the emphasis given to the SEneur and SEprise, respectively. The UK 
approach is different from EMES approach mainly in terms of the absence of a clear 
emphasis on “participatory governance” and the emphasis placed on the link between the 
goods and services produced by the SEprise and its mission. EMES expects a direct link 
between the mission and goods and services whereas the UK approach does not necessarily 
require this to link.  


The above discussion indicates that the terms SEneur, SEprise and SEship are often used 
interchangeably and thereby contributing to confusion in the literature and this is noted by 
other scholars (Bacq &  Janssen 2011; Defourny &  Nyssens 2010). SEship and SEprise are 
undeniably linked, yet important distinctions remain (Douglas &  Grant 2014) and further, 
SEship and SEprise operate in two different fields spanning institutional frontiers but are not 
firmly attached to either (Douglas 2015). It is clear that SIST emphasises the SEneur as their 
school of thought is guided by Schumpeterian elements. In contrast, SEST gives a higher 
emphasis on the SEprise, earned income and market orientation as a new mechanism to 
funding their organisation. Such activities have been named as SEprise in US where scaling 
up has been supported by a number of private foundations such as Ashoka and Skoll. Further, 
the scholarship from US business schools has contributed to this market oriented approach 
and hence, the enterprise is the focus of SEST in defining SEship. Since the emergence of 
SEship related concepts and practice in Europe resulted from the collective approaches taken 
by governments in the European Union during the economic crisis in 1980s, SEship in the 
European context is rooted in the social economy whereas in the US it is embedded in the 
market economy. These efforts in Europe gave rise to a new set of enterprises in civil society 
as a solution to economic and social issues. Hence, a focus on the enterprise is the priority in 
the European school, yet even so, differences can be identified. Additionally, Italy, Spain, 
Netherlands, Germany and France account for strong SEship traditions in European SEship 
sector. For instance, the emphasis of Spanish scholars such as Mair and  Martí (2006) entails 
SEship as a process of opportunity exploitation via resource combining with an 
entrepreneurial process; combining social mission with resourcefulness in traditional 
entrepreneurship by Seelos and  Mair (2005) and innovative use of resource combinations in 
pursuing social change opportunities by Mair and  Noboa (2006) clearly reflect the tradition 
of SIST. This emphasis is quite different from that of EMES and UK approaches to SEship.  


The emerging traditions of SEship can be identified not only in Europe and US, but also in 
Australia and South East Asia. There is a tendency to support the stance of SIST in 
Australasian scholarship. For instance, SEship is considered as the pursuit of opportunities by 
visionary and passionate individuals through an entrepreneurial approach (Newth &  Woods 
2014; Sullivan Mort et al. 2003; Tapsell &  Woods 2008). Conducting a systematic review, 
Douglas (2015), states there is a consensus among Australian scholars examining the SEprise 
concept by defining it in accordance with Barraket, Collyer, O’Connor and  Anderson (2010). 
This report defines SEprise as “organizations that led by an economic, social, cultural or 
environmental mission consistent with a public or community benefit, trade to fulfill their 
mission, derive a substantial portion of their income from trade and reinvest the majority of 
their profits or surplus in the fulfilment of their mission” (Barraket et al. 2010, p. 16). This 
SEprise definition is a reflection of the European definitions. In her review Douglas (2015) 
observes that Australian scholars disagree on the SEship definition, and we confirm that there 







 


are differing viewpoints among the Australasian scholars when addressing SEprise concepts. 
These differences in the Australasian scholarship confirm that the concepts of SEprise, 
SEneur and SEship are not the same but while they differ, there is some overlap. Therefore, 
this study finds that conceptual differences arise from the thought school emphasis rather 
than from a geographical basis.  


Social Innovation (SI) 


Mulgan, Tucker, Ali and  Sanders (2006), state that SI can be viewed as the creation of 
innovative activities and services that are motivated by the goal of meeting social needs. 
Extending this concept, Phills, Deiglmeier and  Miller (2008, p. 36) define SI as “a novel 
solution to a social problem that is more effective, efficient, sustainable or just than existing 
solutions and for which the value created accrues primarily to society as a whole rather than 
private individuals”. Another conceptual difference, Moulaert et al. cited in Groot and  
Dankbaar (2014, p. 18), who maintain that SI means “fostering inclusion and wellbeing 
through improving social relations and empowerment processes: imaging and pursuing a 
world, a nation, a region, a locality, a community that would grant universal rights and be 
more socially inclusive.”  


Despite the specific definitions above, a conceptual confusion similar to that observed in 
SEship also exists in the SI literature. Sharra and  Nyssens (2010) suggest that the SI concept 
is fragmented and various people refer to different realities; yet when examining the diverse 
uses and conceptions of SI, some similarities and complementarities can be identified. The 
meaning of SI is ambiguous and vague (Grimm et al. 2013), remains underdeveloped 
(Cajaiba-Santana 2014), and is a nascent and emerging field (Dacin, Dacin &  Tracey 2011). 
In the absence of a unified definition, the term SI has been applied to a vast array of 
initiatives and organisations ranging from critical interventions in the third sector to activities 
with low social impact conducted by non-for-profit organisations (Borzaga &  Bodini 2014). 
In this study, 51 definitions on SI were identified and grouped into two main areas with the 
main authors as follows.  


 SI defined as a process (Avelino, Wittmayer, Haxeltine, Kemp, O’Riordan, Weaver, 
Loorbach & Rotmans 2014; Dawson &  Daniel 2010; Gerometta, Haussermann &  
Longo 2005; Hochgerner 2012; Howaldt &  Schwarz 2010; Hubert 2010; Munshi 2010; 
Pol &  Ville 2009; Westley &  Antadze 2010; Young 2011) 


 SI defined as an outcome (Grimm et al. 2013; Haugh &  Kitson 2007; Martinelli 2012; 
Moulaert, Martinelli, Swyngedouw &  González 2005; Mulgan et al. 2006; Mumford 
2002; Neumeier 2012; Nicholls &  Murdock 2011; Phills et al. 2008; Swedberg 2009; 
Zapf 1991) 


These SI definitions are heavily embedded in a conceptual field with a loosely defined scope 
(Howaldt &  Schwarz 2010). In contrast to SEship, there is no identifiable difference in the 
scholarly emphases of SI between the US and European contexts where SI is dominated by 
European scholars. However, many definitions appeared in reports published by SI related 
organisations focusing on practice or practical applications rather than scholarly theoretical 
conceptualisations. This implies that SI is a practice related concept applied in diverse areas 
such as creativity research (Mumford 2002), urban studies, governance and territorial 
development (Moulaert, MacCallum, Mehmood, Hamdouch &  Baturina 2013), 
entrepreneurship (Nicholls &  Murdock 2011; Swedberg 2009), welfare economic 
applications (Pol &  Ville 2009), social policy development and similar public sector 
approaches (Borzaga &  Bodini 2014; Neumeier 2012; O’Byrne, Miller, Douse, Venkatesh &  







 


Kapucu 2014; Sinclair &  Baglioni 2014), sociological applications (Zapf 1991) and 
sustainable development (Baker &  Mehmood 2015).  


While many scholars identify SI as a new way or approach of generating novel processes or 
outcomes, only a few have enriched the discussion by presenting different dimensions/levels 
of SI. The main contributions are summarised in Table 2 below.  


Table 1 - Conceptualisations of Outcome Levels of SI 


Level Outcomes Source 
Level 1 Addressing basic social demands not addressed by 


existing institutions (Avelino et al. 2014; 
Gerometta et al. 2005; Hillier, 
Moulaert &  Nussbaumer 
2004; Hubert 2015; Martinelli 
2012; Mulgan et al. 2006; 
Nicholls &  Murdock 2011) 


Level 2 Changes in social relations blurring economic and 
social boundaries 


Level 3 Systemic changes to fundamental changes in attitudes 
and values, organisational processes and delivery 
systems 


 


At the most basic level, SI addresses pressing social demands not addressed by the market 
(Bonifacio 2014; Hubert 2015) and satisfies human needs (Gerometta et al. 2005; Hillier et 
al. 2004; Martinelli 2012) providing products and services (Nicholls &  Murdock 2011) or 
produces SI as new ideas, models, rules and social relations (Avelino et al. 2014). The very 
basic, incremental level of SI aims to address identified market failures more effectively by 
providing products and services (Nicholls &  Murdock 2011). This focus is different from the 
emphasis on the “market failure” espoused by US SEship scholars. It is worth noting that 
Avelino et al. (2014) specifically identify this as “social innovation” anticipating that SI is 
focused locally rather than on system or institutional change. 


The second SI level is broader than the first and aims to address wide ranging social 
challenges in the blurring of economic and social boundaries (Bonifacio 2014; Hubert 2015). 
This is done by making changes to governance (Gerometta et al. 2005; Hillier et al. 2004), 
markets (Nicholls &  Murdock 2011) or societal sub systems, including institutions, social 
structures and physical infrastructures – which Avelino et al. (2014) refer to as system 
innovation. More than the terminological difference, disparities in the level of SI also noted 
in the definition by Martinelli (2012) which aims at empowering socially excluded groups.  


The third level of SI focuses on fundamental changes. At this institutional level, systematic 
and major change is anticipated in attitudes and values, strategies and policies, or enormous 
shifts in organisational structures and processes, delivery systems and services (Hubert 2015). 
These changes aim to reform society into being participative where empowerment and 
learning are sources and outcomes of well-being (Bonifacio 2014), or alternatively to 
increase socio-political capability and access to resources (Gerometta et al. 2005; Hillier et al. 
2004), changing cognitive frames of reference around market and issues to alter social 
systems and structures and emergence of system changing social movements (Nicholls &  
Murdock 2011) and macro developments in societal interaction (Avelino et al. 2014). This 
type of institutional SI transformation results in deep, structural and irreversible changes to 
existing societal systems. The above analysis illuminates the links and the differences 
between the two concepts of SEship and SI. The following section clarifies these links 
between SEship and SI and proposes an explanatory model.  


 







 


Discussion 


Zahra et al. (2009, p. 519) assert that “[s]ocial innovation is the core of social 
entrepreneurship”, a statement which is supported by a number of other scholars (Dawson &  
Daniel 2010; Perrini et al. 2010; Phillips et al. 2015; Phills et al. 2008; Shaw &  de Bruin 
2013). Additionally, Schwab Foundation (located in Switzerland) and the Skoll Foundation 
(based in the US), both consider that SI is central to SEship. The motivation for SEShip and 
SI to create social value stems from a need to address pressing social issues. Although there 
is a clear overlap (Bornstein 2004), different emphases are evident in these two concepts. 
Therefore, SI is assumed to be a pursuit of a social goal in a collective manner and a dynamic 
interplay by actors with an intention to create significant change in systems or institutions 
rather than simply providing socially beneficial services.  


Although scholars try to conflate SI with SEship, and at sometimes with SEprise, Phills et al. 
(2008) assert that SI is the most appropriate construct for understanding and producing long 
lasting social change. As a field of study, SEship examines organising processes and SEneurs 
as the people who start social ventures (Cunha et al. 2015; Phills et al. 2008) whereas SEprise 
focuses on the operational and organisational aspects of the site of this process (Phills et al. 
2008). None of these SEship aspects explain the mechanism of social change. SI is the 
construct that examines or explains the system changing mechanisms of social change 
(Cunha et al. 2015; Phills et al. 2008; Schoning 2013). The link between SEship and SI is 
reflected in the definition provided by Schmitz and  Scheuerle (2012) where SEship is 
perceived as the establishment of initiatives to implement SI. Confirming this analysis, Sharra 
and  Nyssens (2010) state that SI may be included in SEprise, but it is not equivalent to it, 
and therefore, the notion of SEprise is not necessarily linked to SI (Dees &  Anderson 2006). 
Providing a different view, Mulgan et al. (2006) asserts that SI certainly emerges through 
SEprises and SEship, but it may also occur in many other contexts. This implies that SI is a 
broader concept than that of SEship and SEprise. Therefore, both the concepts SEship and 
SEprise are embedded in SI which operates at the inter-organisational and system level (see 
Figure 1) (Brackertz 2011). Bringing a critical point to the discussion, Mulgan et al. (2006) 
states that although SEship often involves innovations, a very limited number of 
implementable new models are being developed by SEneurs and this process often involves 
governments and larger businesses. What this signifies is that the inter-organisational 
connections, combined with collaborative and participatory approaches to generating social 
change are the core of SI. This institutional presence in SI is clearly reflected in some SEship 
emphases by European and Australian scholars for instance (Ormiston, Charlton, Donald &  
Seymour 2015).  


SI is anticipated as a cross sector collaboration of information and resource sharing which 
aims at enhancing the capacity of society to solve social issues and generate significant 
change (Adams &  Hess 2010). SI generates and implements notions about how people 
should organise interpersonal activities or social interactions to meet one or more common 
goals (Mumford 2002). These goals may involve novel types of social institutions, new 
governance, new processes and procedures for collaborative work or new social practices.  


It is evident that when compared with SEship, SI is likely to include new forms of civic 
involvement, participation and democratisation contributing to an empowerment of 
disadvantaged groups or improving the quality of life in a region (Neumeier 2012). The 
European multiple stakeholder approach to SEship is relinquished in this SI explanation to a 
certain extent, whereas the US approach is very individualistic.  







 


These connections, links, overlaps, and differences between SEship and SI identified in this 
study are visually illustrated as a model (see Figure 1 below). This model positions four 
approaches to SEship within the three levels of change which are embedded in SI.  


The first, basic level addresses basic human needs unmet by the existing markets and 
institutions, which is identified by all of the SEship schools of thought. At the second level, 
social issues are solved by making changes in social institutions and social systems such as 
implementing democratic governance, or social structures such as extending female 
participation in the workforce. As the European approach to SEship anticipates, this level of 
institutional change requires relationship building beyond the individual and organisation 
towards a practice that is more socially embedded in the community in which multiple 
stakeholders have involvement. 


 


 


 


 


 


 


 


 


 


 


 


 


 


Figure 1 - Nexus Model of SEship and SI 


Extending revenue generation in socially focused organisations is a “band-aid” which simply 
addresses a pressing social issue rather actually solving the social issue linked with economic 
dimension (Dees &  Anderson 2006) and the similar and individualistic approach of SEST 
meets only the first level of SI. This analysis is clearly indicated in the SEST definitions of 
SEship. For instance, Robinson (2006) states that SEship is the identification of a specific 
social issue and a solution in which a business model will be developed with a creation of a 
venture pursuing double bottom line. Likewise, SEship is assumed to be an entrepreneurial 
venture creation process (Lasprogata &  Cotten 2003; Zahra et al. 2009) which has an 
independent, self-financing and investing approach (Boschee &  McClurg 2003; Lasprogata 
&  Cotten 2003; Tracey &  Phillips 2007).Yet, the emphasis of SIST is on creating large 
scale, long lasting and system changing innovative ideas, methodologies and attitude change 
(Kramer 2005). However, Alvord et al. (2004) assert that SEship creates innovative solutions 
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to immediate social issues and mobilises ideas, capacities, resources and social arrangements 
required for long term sustainable social transformation. This is a clear indication of the SIST 
approach to create a social sub-system of change but it does not emphasise the reform of 
fundamental changes to attitudes, values or cognitive frames, policies or delivery systems 
such as participation where empowerment and learning are sources and outcomes of societal 
well-being.   


Although the EMES approach is based on collective actions of citizens, this approach to 
SEship does not achieve fundamental changes in attitudes and cognitive frames needed at 
institutional level to realise long term transformation. Thus, “the participatory governance 
pillar [of the EMES approach] can be seen as a set of institutional characteristics designed to 
ensure that the initial collective impulse will be maintained over time” (Defourny &  Nyssens 
2013, p. 47). Similarly, although it is a collective and innovative effort, the “social 
enterprise” based UK approach does not maintain a direct link between the social mission and 
the service/product offered, and does not necessarily assume an intentional social 
transformation.  The SEprise system in the European context serves as a strong vehicle for SI, 
(Borzaga &  Bodini 2014; Defourny &  Nyssens 2013), and “only collective action can lead 
to social innovations [since]...[s]ocial innovations are generally teleological. That means they 
successively develop in a process of collaborative acting…they concentrate on changes of 
attitude, behaviour or perceptions …they focus not on needs but on asset building” 
(Neumeier 2012, pp. 54-5). However, these anticipated social changes are actioned only at a 
basic societal level. Therefore, this study identifies that SIST, EMES and UK approaches 
establish the background needed for a system changing third level of SI and this links SEship 
only with the second level of SI. Thus, SI occurs at a broader and more systematic 
institutional level than SEship activities in social enterprises and social businesses (Sinclair &  
Baglioni 2014).   


Conclusion 


The objectives of this study were to identify the links between SEship and SI and build a 
model to demonstrate the nexus between these two concepts. No significant differences in 
conceptualisations of SI and SEship in terms of geographical location were found; however, a 
difference in SEship is evident in terms of various schools of thought. This study finds there 
are overlaps and differences between the concepts of SEship and SI; however, the specific 
link between these two concepts is the emphasis on different forms of innovation outcomes 
adopted by each SEship school of thought. Although there are differences, the SI and SEship 
concepts overlap in the understandings of outcomes generated by SI, and the differential 
emphasis of the various SEship schools of thought. SI scholars identify three main levels of 
operation and all four SEship schools of thought identify the micro level of SEship operations 
as involving some degree of SI. Other than Zahra et al. (2009) however, SEShip does not 
acknowledge higher levels of actions that occur as Meso/Social/Institutional actions or 
Macro/Systemic/Disruptive change processes.  


The findings of this study advance our understanding of SEship and SI. By clarifying the 
conceptual ambiguity embedded in multiple proliferations of definitions in both concepts, this 
study provides clarity on the disparate literature in this field. By reducing conceptual 
ambiguity, the study findings facilitate building a sound conceptual framework and thereby 
offer a foundation stone for future research to advance further through the testing of our 
model. The study results assist in improving synergies and reduce conflicts in policy 
implementation associated with SEship and SI (Grimm et al. 2013). The theoretical 
clarification generated by this study enables policy makers and practitioners to determine the 







 


criteria for performance measurement in SEprises thereby facilitating distinctions between 
SEship and SI and effectively to evaluate the impact of each form of intervention. With a 
significant lack of research into the processes of SI (Phillips et al. 2015) and much of the 
SEship literature focused the SEneur or the SEprise rather than SI processes, future research 
examining SI processes would add significant value to theory and offer practical application 
in policy settings. 
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Power law distribution of venture creation duration:  


A simulation approach 
 


Jaehu Shim, Per Davidsson 


 


    Time matters in entrepreneurship theory and practice (Gielnik et al., 2013). As the first 


time period in entrepreneurial processes, this study delves into venture creation processes – 


from idea conception to firm birth (Reynolds & Miller, 1992). The duration of this process 


may be determined by the entrepreneur’s timing decision, as well as influenced by the 


situation around the business. Although timing decisions are critical in venture creation 


processes, our understanding of the length of the venture creation period is still incomplete. 


To the best of our knowledge, there is no comprehensive theory on the duration of the period. 


Furthermore, there is no empirical analysis of the distribution of the periods. It is essential to 


find out the distribution of a variable to build a theory. 


    We therefore combine empirical data with agent-based modelling and simulation 


(ABMS) in order to gain insights into the duration of venture creation processes. ABMS is a 


viable research method to build or elaborate a theory by reproducing a “stylized fact,” i.e. a 


simplified presentation of an empirical finding (Cooley, 1995), based on the process of 


individual activities (McMullen & Dimov, 2013). We use empirical data to establish credible 


stylized facts about the duration of venture-creation processes, and then apply simulation as a 


step towards building theory. To discern how the duration of venture creation processes is 


distributed, we analysed the distributions of venture creation duration of 299 successfully 


emerged and 183 terminated nascent ventures in the Comprehensive Australian Study of 


Entrepreneurial Emergence (CAUSEE) project. Based on this analysis, we built an agent-


based model (ABM) to reproduce the venture creation processes in simulation. 


    The results indicate that, in determining duration, different activity patterns during the 


processes (e.g. different exploration activities) are more important than different initial 


conditions (e.g. varying human capital). This may explain why explanatory models that 


ignore variables capturing process content often have modest explanatory power. Our study 


contributes to entrepreneurship research in several ways. First, we establish some temporal 


stylized facts about venture creation processes. Second, we build theoretical insights into the 


temporality of this phenomenon. Third, our application of ABMS shows that it is a useful tool 


in inductive approaches to process-oriented entrepreneurship research. Our study can 


therefore serve as inspiration and guidance for future studies. 


 








 
 


Sex, Gender, and Androgyny as Antecedents of Entrepreneurial Self-Efficacy 


ABSTRACT 


The differential engagement of males and females with entrepreneurship is a matter of interest 
and concern in the entrepreneurship and management literatures. Most studies adopt the 
simplistic male-female (sex) dichotomy, neglecting the nuances of socially-constructed 
gender identities reflecting masculinity and femininity traits, which do not map one-to-one 
with the sex dichotomy. We sample practising business owners and relate their 
entrepreneurial self-efficacy (ESE) and growth intentions to their sex and gender differences. 
While sex is not a significant determinant, gender measures do explain differences in both 
ESE and growth intentions. We find androgynous individuals (those high on both masculine 
and feminine traits) to have higher ESE and higher growth intentions, and argue that both 
masculine and feminine traits drive entrepreneurial behavior.  


1. Introduction 


Entrepreneurship and entrepreneurial growth are important economic phenomena that 
contribute to employment, technological advancement, and human wellbeing (see, e.g. Acs, 
Audretsch, Braunerhjelm, & Carlsson, 2012). Accordingly, entrepreneurship has been studied 
in multiple contexts to illuminate why people choose to become entrepreneurs; why some 
entrepreneurs seek growth while others do not; and why some choose to pursue social-
purpose firms over commercially-oriented firms. Pre-supposing different behavior of men and 
women, many empirical studies use a control variable for whether each respondent is male or 
female, and a relatively common finding is that males are more likely to form entrepreneurial 
intentions; to have greater growth intentions; and to exhibit superior profit performance. 
Reasons for this differential have been advanced, such as women having lesser access to 
resources, greater family responsibilities, and other restrictions. An important research 
question, however, is whether there are differences in the cognitions based on gender. 


While many studies have specifically looked at entrepreneurial intentions, growth intentions, 
and the performance of women entrepreneurs, (e.g. Manolova, Carter, Manev & Gyoshev, 
2007; Marlow & Patton, 2005), most have been restricted to the observation that the 
respondent is either male or female, and this strict dichotomy of sex may not adequately 
address those characteristics and cognitions of the respondent that would better inform the 
research question.  Put simply, many males also exhibit what are characterised as ‘feminine 
gender’ traits and behaviors, such as caring and supportiveness, and many females also 
exhibit what are characterized as ‘masculine gender’ behaviours, such as assertion and 
aggression (Ahl, 2006). Unfortunately, many studies use the term ‘gender’ to describe 
whether a person is male or female (i.e. their sex), whereas gender is a socially-constructed 
concept referring to feminine and masculine traits and behaviors (see, e.g. Gupta, Turban, & 
Bhawe, 2008; Marlow & Patton, 2005). Whereas a person is born male or female, their 
gender characteristics develop as normative social pressures dictate and guide self-perception, 
intentions, and actions. As Marlow and Patton (2005, p.719) note, the social construction of 
gender is not limited to individuals but also to behaviors and roles, such that entrepreneurship 
is generally regarded as a masculine occupation, despite the fact that there are many millions 
of women entrepreneurs.  


Researchers have voiced similar opinion and called for more work on gender rather than sex 
differences (Ahl, 2006), and have developed scales to measure the masculinity and femininity 
of individuals (e.g. Bem, 1981) but there have been relatively few studies to address the 
influence of masculinity and femininity in the context of entrepreneurship. In this paper we 







 
 


investigate the impact of gender differences on entrepreneurial self-efficacy (ESE), arguably 
the strongest predictor of both entrepreneurial intentions and entrepreneurial growth.  To our 
knowledge, no one has yet looked at the effect of gender (rather than sex) on entrepreneurial 
self-efficacy. Studies have looked at the mediating effect of sex on the antecedents of self-
efficacy (Dempsey & Jennings, 2014) and the effect of gender on different stages of a 
processual ESE model (Mueller & Dato-on, 2008). We specifically look at the antecedents of 
ESE and try to understand if there are differences based on sex and gender respectively.  


We find that biological sex is not a predictor of ESE. However, masculinity of an individual 
has a significant and positive effect on ESE, while femininity is unrelated to ESE. Upon 
further investigation, and using Bem’s (1981) four categories of gender based on 
combinations of masculine and feminine characteristics – namely androgynous, masculine, 
feminine, and undifferentiated – significant differences do emerge. Contrary to the 
expectation of differences between males and females (i.e. best corresponding to Bem’s 
masculine and feminine categories respectively), our results show the importance of 
androgyny for entrepreneurship and significant differences are found between androgyny and 
the other categories.  


This paper makes several main contributions to the entrepreneurship literature, particularly to 
that on women entrepreneurs. First, it responds to multiple calls to include gender in women 
entrepreneurship studies rather than simply using sex as a proxy for gender. Second, this is 
one of the first studies to elaborate the effects of gender on one of the main drivers of 
entrepreneurial intentions and growth, viz., entrepreneurial self-efficacy. It tests the effects of 
both sex and gender to give a more comprehensive understanding of the role of gender in self-
perception and in its formation. By addressing gender as a combination of feminine and 
masculine traits and not as a continuum with masculinity and femininity at either end, the 
study provides a more accurate and nuanced understanding of gender differences. We believe 
this study will shift the focus rightfully to gender rather than sex differences, and thereby deal 
with the over-aggregation problem evident in prior studies. Third, this study demonstrates the 
significance of androgyny especially in the context of entrepreneurship. This undermines the 
popular yet misleading narrative of entrepreneurship being a male-gendered phenomenon 
whereas in actuality it requires traits attributed to each gender; i.e. it is an androgyny-
gendered phenomenon. This will help entrepreneurs, especially women entrepreneurs, to not 
perceive entrepreneurship as male-gendered, and aspiring entrepreneurs to not be put off by 
the focus on instrumentality associated with entrepreneurship. Policy makers will be able to 
take the nuances of gender into consideration before creating programs and policies targeted 
using the simplistic dichotomy of men and women. Fourth, unlike earlier studies of gender 
and self-efficacy that relied on student samples (Dempsey & Jennings, 2014; Mueller & Dato-
on, 2008), we test our hypotheses on a sample of independent business owners and hopefully 
obtain a more reliable sample to represent the population of women entrepreneurs. 


2. Theory and development of Hypotheses  


2.1 Gender and Sex 


Research on women entrepreneurship acknowledges the fact that entrepreneurship is not a 
gender-neutral phenomenon (Jennings & Brush, 2013). In her critical commentary, Ahl 
(2006) demonstrates this point by following a feminist deconstruction of the foundational 
texts of entrepreneurship.  She compared Bem’s (1981) list of words describing masculinity 
and femininity to a list of ‘entrepreneur’ words and to a list of ‘opposite of entrepreneur’ 
words, respectively. While there was significant one-to-one mapping possible between the 
lists of masculinity words and entrepreneur words, Bem’s femininity words did not map to the 
list of entrepreneur words. However, a number of the femininity words were represented on 
the list of words opposite to entrepreneur. This gendered view of entrepreneurship is not 







 
 


limited to research but also extends to the press (Achtenhagen & Welter, 2011; Baker, Aldrich 
& Nina, 1997) and educational materials (Ahl, 2007).  


However, most research into women entrepreneurship still uses the biological sex of 
individuals as the differentiator. A review of the literature suggests that research on women 
entrepreneurship (with the distinction based on sex) has focused mainly on areas such as 
entrepreneurial intentions (Wilson, Kickul, & Marlino, 2007), access to resources (Marlow & 
Patton, 2005; Eddleston, Ladge, Mitteness, & Balachandra, 2014), growth intentions (Morris, 
Miyasaki, Watters, & Coombes, 2006; Manolova, Brush, Edelman, & Shaver, 2012; 
Venugopal, 2015), choice of industry, and performance. A few studies have looked at gender 
implicitly by utilising the work-family interface perspective, life course theory, and identity 
narratives (Eddlestone & Powell, 2012; Davis & Shaver, 2012; Chasserio, Pailot, & Poroli, 
2014). Even among these studies, the dichotomy of sex has been the primary means of 
differentiation/distinction.  


But there is a significant difference between sex and gender. Sex is a physiological or 
biological distinction and is what people are. Gender is not something an individual is but 
something that is done or performed and thus relates to cognitions and behaviors. Butler 
(1988, p.519) states that gender is constituted through the “stylized repetition of acts”. Goktan 
& Gupta (2015, p.97) illustrate the difference between sex and gender with the simple 
example that while sex determines that men can grow beards and women typically cannot, 
gender roles determine that women may choose to wear dresses while men typically do not.  


Feminist theory explains the distinction between the concepts of sex and gender. As Ahl 
(2006) points out, there are three main streams of feminist theory. Liberal feminist theory 
views men and women to be equal; social feminist theory views men and women to be 
different and for these differences to be celebrated; and social constructionist/post-structural 
feminist theory views gender as masculinity and femininity instead of male and female and it 
argues that gender is socially constructed. The social constructionist view is also reflected in 
social learning theory which suggests that the differences in men and women arise from the 
different socialisation experiences they have experienced (Carter & Williams, 2003). Social 
norms tend to encourage men to be more assertive and aggressive while encouraging women 
to be more meek and docile, and thereby giving rise to gender stereotypes.  


Gender stereotypes are descriptive as well as prescriptive (Heilman, 2001) i.e. they not only 
describe men and women but also how they should be. Masculinity is usually associated with 
agentic traits such as aggressiveness, autonomy, and independence whereas femininity is 
usually associated with communal traits such as relatedness, supportiveness, and timidness. 
These gender stereotypes extend to job types and in turn affect the career choices of 
individuals. Researchers have also found that these gender stereotypes can affect the way an 
individual’s success is perceived, with success in a job type counter to the stereotype for a 
particular sex eliciting negative reactions (Heilman, Wallen, Fuchs, & Tamkins, 2004).  


Different socialisation gives rise to this gendered separation of work roles. The gender 
stereotyping of work roles implies that job roles are perceived as more masculine or more 
feminine. Therefore, we tend to envision a man when we hear about a “miner” and conversely 
envision a woman when we hear about a “nurse”. The gender stereotyping that equates 
masculinity with instrumentality, i.e. associated with traits such as being objective and 
ambitious and able to get things done, and femininity with expressiveness, i.e. associated with 
traits such as warmth, emotional, and interpersonally tactful, Such gender stereotyping spills 
over to work roles, and acceptance of these stereotypes influences the perception that a man 
or a woman would be a better choice for different work roles.  







 
 


The gendered stereotypes of work roles result in gendered perception of traits and skills 
required for the performance of the job. Different socialisation processes for men and women 
also result in varied self-perception with respect to gendered skills and traits. This is 
significant because self-efficacy, i.e. an individual’s evaluation of her own skills or her self-
confidence in performing a particular task (Bandura, 1977), is one of the main predictors of 
the performance of the task. Using the theory of planned behaviour (Ajzen, 1991) and 
expectancy value theory (Vroom, 1961), researchers have found that entrepreneurial self-
efficacy is a significant predictor of entrepreneurial intentions and entrepreneurial growth 
(Venugopal 2015; Wilson et al., 2007; Douglas, 2013).  


Studying entrepreneurship within the context of individuals who physiologically identify as 
females does not take into account the nuances of gender identity. The social construction of 
gender impacts both men and women alike. Therefore, studies must include not just women 
entering a male-gendered profession but men and women with varying gender identities 
investing themselves in a predominantly male-gendered occupation. Given the significant 
impact of entrepreneurial self-efficacy on entrepreneurial intentions and growth, it is 
important to understand the differences in self-efficacy and its antecedents between the 
genders. 


Literature on self-efficacy seems to suggest that women are less self-efficacious than men 
(Gatewood, Shaver, Powers & Gartner, 2012; Wilson et al., 2007). However, to our 
knowledge, these studies in the area of entrepreneurship have been restricted to the 
male/female dichotomy. There have been few studies that have examined the effects of 
gender on entrepreneurial self-efficacy. Mueller & Dato-on (2008) investigated the impact of 
gender role orientation on ESE. Their study revealed that at different stages of the venturing 
process, different gender orientations were indicative of higher performance. Androgyny 
improved performance in the searching and planning tasks that demanded creativity and 
innovation whereas masculinity improved performance in later stages of the process which 
included leadership tasks. Most recently, Dempsey & Jennings (2014) studied the differences 
in effects of antecedents of self-efficacy between men and women. Using social learning 
theory, they argue for differences in these effects between the sexes. They found that 
differences in ESE levels between young men and women could be attributed to young 
women’s lower level of prior entrepreneurial experience, and lower level of positive and 
negative affect towards entrepreneurship. Their experiment, in which the participants were 
asked to evaluate an opportunity, also revealed that young women had a higher likelihood of 
receiving failure feedback due to their actual performance.   


2.2 Hypothesis Development 


According to Bandura (1977), an individual’s perception of self-efficacy is informed by (i) 
enactive mastery, i.e. one’s prior experience; (ii) vicarious experience,  i.e. exposure through 
observing others perform the behaviour; (iii) verbal persuasion, i.e. nature of feedback 
received from others; and (iv) physiological arousal, i.e. information about one’s 
physiological state. We shall examine these in turn. 


Enactive Mastery: According to Bandura (1977), performance outcomes are the most 
important source of self-efficacy. An individual who has performed a particular action 
successfully in the past will feel more competent and therefore perform the action better. The 
reverse holds true as well. A person who has failed at a task in the previous attempt would 
perceive herself to be less competent at completing the task. A strong sense of efficacy at 
performing a task is formed after repeated performance of the task. According to Bandura 
(1997, pp. 20), “Mastery experiences are the most influential source of efficacy information 
because they provide the most authentic evidence of whether one can muster whatever it takes 
to succeed. Success builds a robust belief in one’s personal efficacy. Failures undermine it, 







 
 


especially if failures occur before a sense of efficacy is firmly established”. Research has 
revealed effects of prior entrepreneurial experience on ESE and future intentions (Krueger, 
1993; Zhao, Seibert & Hills, 2005).  


Vicarious Experience: Self-efficacy of an individual is informed not just by enactive mastery 
but also by observing others perform the task. Comparing one’s self-efficacy with that of 
another individual performing the task can either increase or decrease one’s self-efficacy. This 
is especially true when observing individuals who are similar to oneself. Seeing them succeed 
would increase one’s self-efficacy. On the other hand, seeing them perform the task poorly 
will lower one’s self-efficacy. Even though the effect of vicarious experience on self-efficacy 
is considered to be weaker than enactive mastery, it still can have a significant impact. An 
individual with a strong sense of self-efficacy developed by observing others similar to them 
in action can end up being more persistent and weather initial failures. Entrepreneurship 
researchers have looked at the impact of parental and other role models on entrepreneurial 
behaviour (Hoffman, Junge, & Malchow-Møller, 2015; Bosma, Hessels, Schutjens, Van 
Praag, & Verheul, 2012; Van Auken, Fry, & Stephens, 2006; Mungai & Velamuri, 2011; 
Chlosta, Patzelt, Klein, & Dormann, 2012; Greene, Han, & Marlow, 2013). Studies have 
found that having a role model has a positive impact on self-employment expectancy 
(Scherer, Adams, Carley & Wiebe, 1989; BarNir, Watson, & Hutchins, 2011).  


Verbal Persuasion: Perceptions of self-efficacy can be influenced by feedback received from 
others on the task performed. Encouragement and discouragement can influence self-efficacy 
positively and negatively, respectively. Encouragement reinforces and strengthens the 
confidence in one’s competence whereas discouragement leads the individual to doubt her 
abilities at performing the task. Studies conducted in entrepreneurship have remained 
inconclusive. Gatewood et al (2002) found that the type of feedback had no impact on the 
subsequent effort expended or performance. However, Dempsey & Jennings (2014) found 
that the lower ESE of young women was attributable also to the higher likelihood of receiving 
failure feedback.  


Physiological arousal: Physiological arousal or emotional feedback is the experience of 
sensations from the body and the perception of these emotional arousals impact their self-
efficacy beliefs. Physiological signs such as anxiety are perceived as signs of vulnerability. 
For example, a task such as giving a speech in front of a crowd can arouse physiological 
sensations such as anxiety and can cause agitation which in turn can debilitate performance. 
Research in entrepreneurship has recently focussed on positive and negative emotions, called 
entrepreneurial emotions in this context, arising out of being self-employed (Cardon, Foo, 
Shepherd, & Wiklund, 2012; Welpe, Sporrle, Grichnik, Michl, & Audretsch, 2012). Cardon, 
Wincent, Singh & Drnovsek (2009) argued the significance of passion in any entrepreneurial 
endeavour and in her later work, found that passion for inventing and founding mediated the 
relationship between self-efficacy and persistence (Cardon & Kirk, 2013). Similarly, work has 
been conducted on negative emotions associated with entrepreneurship and self-employment. 
Patzelt & Shepherd (2011) investigated the negative effects such as stress and fear of failure 
on self-employed individuals and found that the self-employed tended to experience fewer 
negative emotions than the employed.  


We argue that apart from these antecedents to the development of self-efficacy, as elaborated 
above, the gender of the individual will also have a significant impact, while biological sex 
will not be a consistent and accurate predictor of entrepreneurial self-efficacy. However, for a 
male-gendered job choice such as entrepreneurship, the association with higher levels of 
masculinity would induce higher levels of self-confidence at performing the task better. 
Therefore, we hypothesise that,  


H1: Sex of the individual will not affect the entrepreneurial self-efficacy of the individual.  







 
 


H2: Masculinity will positively impact entrepreneurial self-efficacy. 


H3: Femininity will not positively impact entrepreneurial self-efficacy.  


3. Sample and Methodology 


We chose a sample of Australian owner-operators of independent small businesses (excluding 
franchises). The survey instrument was electronically distributed via a Qualtrics link to a 
panel of individuals maintained by a marketing research company. An initial qualifying 
question was used to ensure that the respondents currently owned an independent business. 
The responses were checked for their completeness, for variation in Likert responses, and 
sufficiency of time taken to complete. Consequently, out of 240 responses received, only 212 
were considered usable. Respondents comprised 112 males and 100 females.  


3.1 Measures 


Entrepreneurial Self-Efficacy: We measured entrepreneurial self-efficacy by adapting the 
specialised scale developed by McGee, Peterson, Mueller & Sequeira (2009). Following 
Douglas, Venugopal, Weaven, Bodey and Wright (2015), we added three items reflecting 
communication skills to the McGee et al. scale. Principal components analysis with varimax 
rotation resulted in only three factors with only eigenvalues above 1. Restricting the analysis 
to four factors resulted in a fourth factor with an eigenvalue of 0.919 and increased the 
variance explained from 65% to 70%. The Cronbach alphas for these factors, which 
corresponded to human resource management, financial management, creative thinking, and 
communication skills, were 0.900, 0.863, 0.827, and 0.856 respectively.  


Gender: Bem’s Sex Role Inventory (BSRI) is the most commonly used and validated scale for 
measuring gender role perceptions. We used the short version of BSRI which includes six 
questions each on masculinity and femininity. The twelve questions formed two factors as 
expected, with Cronbach alphas of 0.811 and 0.897 for masculinity and femininity 
respectively. The sum of the scores for each scale were used as the masculinity and femininity 
measures.  


Enactive Mastery: We followed Dempsey and Jennings (2014) and measured this construct 
using two indicators. The first sought information on the individual’s prior entrepreneurial 
experience. The variable was coded 1 for individuals who had experience (prior to the current 
business) in launching a business venture and 0 for individuals who did not have prior 
entrepreneurial experience. The second variable captured the degree of success experienced in 
the previous as well as the current venture. The responses on these two five-point Likert 
scales were summed.  


Vicarious Experience: We again followed Dempsey & Jennings (2014) for the measurement 
of vicarious experience, using two indicators. The first was information on the existence of a 
role model. We asked respondents whether an immediate family member has established a 
venture. Responses indicating ‘yes’ were coded 1 and responses indicating ‘no’ were coded 0. 
For the second indicator, we asked respondents to rate the success of their family member’s 
venture on a scale of 1 to 5. Those who did not have an entrepreneur within their immediate 
family were scored 0 on this indicator.  


Physiological Arousal: The Positive and Negative Affect Schedule (PANAS – Watson, Clark 
& Tellegen, 1988) was used to collect two measures of physiological arousal. The 
respondents were asked to indicate on a 5 point Likert scale how they felt currently about 
entrepreneurship as a career choice.  It included a total of 20 items with two 10 item sub-
scales for positive affect and negative affect towards entrepreneurship. The items factored into 
two sub-scales as expected with Cronbach alphas of 0.955 and 0.933 for positive affect and 
negative affect respectively.  







 
 


Verbal Persuasion: We measured this using three indicators. The respondents were asked to 
rate, on a 7 point Likert scale ranging from ‘absolutely no support at all’ to ‘total support’, the 
extent of support they received from their family, their friends, and their colleagues for their 
business. These three scores were summed to form the score for verbal persuasion, and 
therefore ranged from 0 to 21.  


Control variables: Multiple control variables were included in this study.  Demographic 
variables included marital status, having children, and respondent age. Further, we included a 
variable that indicated whether the entrepreneur had ever taken an entrepreneurship course. 
Other studies (e.g. Dempsey & Jennings, 2014) have included generalised self-efficacy as an 
antecedent. However, we chose not to include the same because our sample, unlike samples 
from those studies, consists of individuals who are already entrepreneurs. Therefore, we 
believe that respondents understood the tasks and their cognitions within the context of 
entrepreneurship.  


4. Results 


We ran OLS regressions separately for sex and gender, with entrepreneurial self-efficacy as 
the dependent variable. Results are as summarised in Table 2. Four separate models were run. 
In models 1 and 3 we ran the controls using sex and gender variables respectively. In model 2, 
relative to model 1, we introduced the antecedents of self-efficacy. Sex was found to be 
insignificant in both models 1 and 2. Degree of success experienced in entrepreneurial 
ventures, and positive affect towards entrepreneurship as a career choice, were each found to 
be positive and significant, whereas negative affect towards entrepreneurship as a career 
choice was negative and significant. Interestingly, verbal persuasion and vicarious experience 
was not found to be significant. This could be because as individuals who have already started 
their businesses, vicarious experience and feedback do not hold as much significance at this 
stage as in the venturing stage. This is similar to other results that suggest that approval of 
immediate referent groups do not have an impact on growth intentions (Venugopal, 2015).  


[Table 1 near here] 


Masculinity is positive and significant in models 3 and 4. When gender is included in the 
model (model 4 relative to model 3), we note that degree of success experienced and negative 
affect towards entrepreneurship remain significant, as they also were in model 2. The negative 
affect, however, has a lower absolute coefficient than in model 2. We suspect that masculinity 
may mediate the relationship between positive affect and ESE and this could explain the non-
significance of positive affect in model 4. 


5. Post-Hoc extension of Empirical Analysis 


The data revealed that being male and being masculine were not congruent. Out of 108 
individuals who exhibited high masculinity, 51 (47%) were men and 57 (53%) women. 
Similarly, out of 113 individuals who scored high on femininity, 53 (47%) were men and 60 
(53%) were women. This suggests that it is problematic to interpret high masculinity as a 
characteristic of all males. Most studies using sex as a variable assume biopsychosocial 
equivalence, i.e. biological sex is used as a determinant for psychosocial gender. These 
models also assume biological essentialism, i.e. the idea that men and women are inherently 
different. Further, they argue for the sex difference to be the basis of organization and thus, 
leading to gender polarization, i.e. that masculinity and femininity are at opposite ends of the 
same continuum, giving rise to a unidimensional model of gender.  Such models expect sex-
congruent personalities – i.e. masculine for men and feminine for women, which leads to a 
more stringent dichotomy in gender roles and jobs.  


Unlike the unidimensional view, the multidimensional view discards the assumptions of 
biological essentialism, biopsychosocial equivalence, and gender polarization. Masculinity 







 
 


and femininity are considered to be conceptually independent. Further, it is independent of 
biological sex. Therefore, gender is no longer considered as a continuum with masculinity and 
femininity at either extreme or as zero-sum. The initial model (Bem, 1981) proposed a 
balance between masculine and feminine traits to be called androgyny. In later models, a 
distinction was made between high scores on both and low scores on both. This additive 
model used median splits to divide individuals into four categories.   


In our study, we adopt the additive model to give a more nuanced view closer to the 
complexity of reality. We rely on Bem’s categorisation of gender into four groups based on 
their masculinity and femininity score on Bem’s Sex Role Inventory (BSRI). These four 
categories are the traditional male (high on masculinity and low on femininity), traditional 
female (low on masculinity and high on femininity), androgynous (high on masculinity and 
high on femininity), and undifferentiated (low on masculinity and low on femininity). The 
four categories are derived by splitting the sample based on the median for the sum of the 
scores on the six items in each of the masculinity and femininity scales. Individuals with the 
sum of their femininity traits higher than the median are classified as ‘high’, denoted by ‘1’, 
in femininity and ones below are classified as ‘low’, denoted by ‘0’. Similarly, for individuals 
with the sum of masculinity traits higher than the median are classified as ‘high’, denoted by 
‘1’, in masculinity and ones below are classified as ‘low’, denoted by ‘0’. This gives rise to 
the four categorisations. Table 3 gives the distribution of our sample across these categories.  


[Table 2 near here] 


This model also provides the best fit for the level at which we are studying gender in this 
paper. Gender can usually be studied in three levels – individual or intrapersonal, 
interpersonal, and social. At the interpersonal level, the appropriate operationalization is 
gender traits, gender role identity, and gender schema. This study focuses on the perception, 
motivation, and attitudes of individual entrepreneurs. Therefore, the BSRI and Bem’s 
categorization are appropriate.  


It should be noted that androgynous individuals, those high on both femininity and 
masculinity, tend to behave in more-feminine or more-masculine way depending on the 
situation. Studies have looked at gender through this lens in contexts other than 
entrepreneurship and have found androgynous individuals to be more self-efficacious and 
competent than others.  First we ran t-tests for the two groups based on sex – see Table 3. The 
t-tests revealed no significant differences between the ESE and growth intentions means for 
men and women. Similarly, apart from negative affect, and the ESE factors for marketing and 
finance, no significant differences were found between the means of males and females. 


[Table 3 near here] 


In order to investigate the differences between the variables across the four gender types, we 
ran one-way ANOVA tests between the gender categories. Table 4 provides a summary of the 
category comparisons where significantly different results were obtained. The traditional male 
and female stereotypes, i.e. high-low and low-high on masculinity-femininity respectively, 
were found to be significantly different in the cases of total ESE, the ESE factor related to 
HRM, and the degree of success experienced. The most interesting result is that across almost 
all variables tested, categories 1 and 4, i.e. androgynous and undifferentiated, showed 
significant differences in means. For most of the variables, there were no significant 
differences across any other pair of gender categories. Androgynous individuals seem to fare 
better than other categories in most of the variables. It is not surprising that individuals in the 
undifferentiated category are significantly worse off than the other three categories, but it is 
very interesting to note that the growth intentions of androgynous individuals are significantly 
higher than the growth intentions of the traditional male.  







 
 


[Table 4 near here] 


6. Discussion 


Despite calls for gender studies in entrepreneurship, most studies have adopted a model that 
considers biological sex and psychosocial gender as equivalent. However, sociology and 
psychology literatures clearly point to a distinction between the two. In this study, we 
compare the effects of gender and sex on an important predictor of entrepreneurial behaviour, 
namely entrepreneurial self-efficacy. Further, we adopt a more nuanced view of gender by 
utilising four categories representing combinations of masculinity and femininity.  


Our results suggest that sex does not have an impact on overall ESE formation. However, 
masculinity was positively and significantly related to ESE. This is in line with the male-
gendered view of entrepreneurship and the view that favourable entrepreneurial traits are 
mostly masculine. However, as described by Bem, a simple addition of masculine and 
feminine traits does not reflect the gender of an individual. It is a complex mixture of the two 
sets of traits. Given this, we proceeded to understand the differences in antecedents of ESE 
and various factors of ESE between the four different categories of gender.  


Contrary to expectations of differences between traditionally feminine and masculine genders, 
we found a significant difference between the two only in the ESE-Total and ESE-HRM 
variables. This was different from the t-tests for male and female sexes which revealed 
significant differences in the Marketing and Finance factors of ESE, and for Negative Affect. 
This mismatch in results can be explained by the fact that male and female dichotomy will 
include men and women who are androgynous as well as undifferentiated. Thus the strict 
dichotomy of the sexes results in over-aggregation. The one-way ANOVA tests reveal that 
significant difference exists between individuals in the androgynous and undifferentiated 
categories for most variables. Further, we also note that the growth intentions of androgynous 
individuals are significantly higher than that of masculine individuals.  


We believe these results suggest the importance of androgyny in entrepreneurship. Many 
studies outside of entrepreneurship have established the significance and advantages of an 
androgynous nature. With respect to entrepreneurship, the current discourse reflects a 
masculine view of entrepreneurship. This tends to encourage aspiring entrepreneurs, both men 
and women, to conceptualise entrepreneurship as a male-gendered phenomenon. However, 
most studies assume this conceptualisation to be static and to continue along the life cycle of 
the entrepreneurship process. The significance of androgyny traits as seen in the results points 
to a different process in play. 


Our sample consists of individuals who were already operating an independent business. We 
note that there could be a self-selection of more-masculine individuals in the early stages of 
the entrepreneurial process. However, as the entrepreneurial process progresses, we believe 
that there is an evolution in its conceptualisation from being a male-gendered phenomenon to 
a predominantly androgyny-gendered phenomenon. The requirement of both agentic and 
communal traits to successfully accomplish various entrepreneurial tasks such as marketing, 
financial planning, and human resource management implies a move towards an androgynous 
view of entrepreneurship. The results indicate that in practice men and women understand that 
there are a common set of competencies needed to ensure the success of their venture, and 
that these competencies require both masculine and feminine traits. This supports the notion 
that androgyny is beneficial in the practice of entrepreneurship.  


Androcentrism (male-centred thinking) has been a significant assumption that has seeped into 
most investigations of social phenomena. As Bem (1993, p.2) points out there is a perception 
that leads to the belief of “a definition of males and male experience as a neutral standard or 
norm, and females and female experience as a sex-specific deviation from that norm”. This 







 
 


pervasive nature of androcentrism can also explain the male-gendered conceptualisation of 
entrepreneurship noted by many researchers. This study provides us directions for the 
entrepreneurship literature in terms of the gender lens. Keeping in mind that androcentrism 
still prevails, it is important that the movement of the literature is not towards including 
femininity in the conceptualisation as an “other” but to look at entrepreneurship through the 
lens of androgyny. The inclusion of femininity should not be seen as an act of inclusion of 
women into entrepreneurship because Bem’s gender schema clearly notes the differences in 
gender identification among individuals. The inclusion of femininity should emphasise the 
significance of communal traits in both men and women for the success of the venture.  


7. Conclusion, Contributions, and Implications 


In this study we have examined the relationship between gender (masculinity and femininity 
traits) as distinct from biological sex, on the entrepreneurial self-efficacy of male and female 
respondents drawn from the population of Australian business owner-operators. Whereas no 
significant relationships were found between sex and ESE (or growth intentions), significant 
results were found for the masculinity scores of individuals (whether male of female) and the 
ESE and growth intentions of those individuals. No significant relationships were found 
between the femininity scores and the ESE or growth intentions of individuals. We then 
considered the combination of the individuals’ scores on the femininity and masculinity scales 
and analysed the data in terms of Bem’s (1981) gender categories of androgyny (both 
masculinity and femininity scores above the median); masculinity (masculinity scores above 
the median and femininity scores below the median); femininity (femininity scores above the 
median and masculinity scores below the medians); and undifferentiated (both masculinity 
and femininity scores below their medians). Here we found substantial evidence for the 
importance of androgyny for ESE, which is in turn a major driver of entrepreneurial 
intentions and the growth intentions of existing entrepreneurs. We conclude that simply 
controlling for sex of respondents introduces a measurement error to empirical analyses, since 
sex and gender do not map one-to-one.  We find that ESE relates to both masculine and 
feminine traits and that possession of both in good measure (i.e. androgyny) appears to best 
equip the individual for entrepreneurial pursuits.  


This paper makes the following contributions to the entrepreneurship literature. Firstly, it 
exposes the inadequacy of the male-female dichotomy as an explanatory or control variable in 
studies of entrepreneurial intentions and behaviors. The assumption of the biopsychosocial 
equivalence of sex and gender, whereby individuals are assumed to exhibit sex-congruent 
personalities, has been shown to be unfounded in our sample of practising males and female 
entrepreneurs. Secondly, it is one of the first to elaborate the effects of gender differences on 
entrepreneurial self-efficacy, which is one of the main drivers of entrepreneurial intentions 
and of subsequent growth intentions. Whereas prior studies often find a significant 
relationship between male sex and entrepreneurial intentions or behaviors, we find it is not 
maleness per se, but rather masculine traits that drive a major antecedent of entrepreneurial 
intentions, viz. ESE. Thirdly, we find that simple score of masculinity and femininity, 
considered in isolation, are inferior as explanatory variables to the combined scores of both 
masculinity and femininity traits. By addressing gender as a combination of feminine and 
masculine traits and not as a continuum with masculinity and femininity on either end, the 
study provides a more accurate and nuanced understanding of gender differences. We believe 
this study will shift the focus rightfully to gender rather than sex differences and thereby deal 
with the over-aggregation problem in future studies. Fourthly, this study demonstrates the 
significance of androgyny in the context of entrepreneurship. This undermines the popular yet 
misleading narrative of entrepreneurship being a typically male occupation instead of being 
an occupation that requires both masculine and feminine traits. Finally, unlike earlier studies 







 
 


(Dempsey & Jennings, 2014; Mueller & Conway Dato-on, 2008) of gender and self-efficacy 
that relied on student samples, we test our hypotheses on a sample of independent business 
owners and thus hopefully obtain a more reliable sample of women entrepreneurs. 


This paper has several implications for policy, practice, entrepreneurial education and 
entrepreneurial research. Our findings will hopefully help entrepreneurs, investors, customers, 
advisors, and the media to see entrepreneurship as an androgyny-oriented rather than a male-
oriented phenomenon. Women entrepreneurs, in particular should not evaluate 
entrepreneurship as something males are better suited for, but rather should evaluate whether 
their own gender traits are better suited for entrepreneurial pursuits, and if not, what they 
might do to augment or substitute for (via selection of appropriate top management team 
members) the deficient traits identified. Policy makers will be able to take the nuances of 
gender into consideration before creating programs and policies targeted using the simplistic 
dichotomy of men and women. Business educators should recognize the irrelevance of sex 
and conversely the relevance of gender in their development of entrepreneurial and 
management skills (self-efficacies) and attitudes.  


Of course this paper has limitations, which suggest a variety of avenues for further research. 
The sample of Australian business owner-operators may not be fully representative of that 
population, and indeed that population may not be representative of entrepreneurs in other 
countries. Next, the respondents self-identified that they were owner-operators of businesses, 
which could not be independently verified, such that the sample may include individuals who 
work in independent businesses with either zero or only a minor ownership stake in those 
businesses. Third, we do not know if their businesses are truly entrepreneurial in nature, i.e. 
pro-active, risk-taking and innovative (Lumpkin & Dess, 1996), or simply ‘salary-substitute’ 
businesses with relatively little risk and potentially no innovation.  As such our results may be 
applicable more to self-employment than to entrepreneurship. 


On a more positive note, our research findings may form the basis for future studies that 
examine the impact of gender rather than sex in a variety of entrepreneurial scenarios, 
including the formation of entrepreneurial intentions, entrepreneurial growth, entrepreneurial 
success, and entrepreneurial failure.  
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Table 1: Regression Results for Sex and Gender Models of Entrepreneurial self-efficacy 
Variables Model 1 Model 2 Model 3 Model 4 


  Coefficient Probval Coefficient Probval Coefficient Probval Coefficient Probval 


Sex (female =1) .081 .248 .067 .254 


Age .103 .147 -.012 .845 .070 .246 -.029 .622 


Marital Status -.017 .819 -.043 .505 .011 .868 -.030 .607 


Children .013 .866 -.040 .538 -.055 .399 -.073 .218 


Entrep course .020 .771 .010 .876 -.059 .318 -.027 .635 


Prior biz exp .015 .815 .022 .705 


Degree of 
success  


.334 .000*** .246 .000*** 


Family entrep 
experince 


-.155 .470 -.182 .351 


Family success  .034 .873 .033 .866 


Positive affect .221 .001*** .057 .369 


Negative affect -.211 .001*** -.194 .001*** 


Verbal 
persuasion 


.056 .393 .049 .413 


Feminine sum .103 .114 .113 .070 


Masculine sum .503 .000 .357 .000*** 


R2 0 0.288 0.287 0.413 


R2 change 0.288 0.126 
*** p < 0.001 
 
 
 
 
Table 2:  Gender Categories in the Sample 


Categories Masculinity Femininity Males Females %Men %Women Total 


1. Androgynous High High 33 41 45% 55% 74 


2. Masculine High Low 18 16 53% 47% 34 


3. Feminine Low High 20 19 51% 49% 39 


4. Undifferentiated Low Low 41 24 63% 37% 65 


Totals 112 100 212 
 
 
 
 







 
 


 
 
Table 3: Independent T-tests of the Relationships with Sex  


Variable Groups Significance 
Reject null 
hypothesis?   


ESE-Total Sex 0.965 No Means not significantly different. 


ESE-HRM Sex 0.517 No Means not significantly different. 


ESE-Mkt Sex 0.033 Yes Means significantly different. 


ESE-Creative Sex 0.875 No Means not significantly different. 


ESE- Fin Sex 0.048 Yes Means significantly different. 


Positive Affect Sex 0.61 No Means not significantly different. 


Negative Affect Sex 0.031 Yes Means significantly different. 


Verbal Persuasion Sex 0.668 No Means not significantly different. 


Degree_Success_Exp Sex 0.509 No Means not significantly different. 


Growth Intentions Sex 0.601 No Means not significantly different. 
 
 
Table 4: Significant Differences between Gender Categories 


Variable Category Category_ Mean difference Significance 


ESE_Sum 1 3 8.48926 0.000 


  1 4 10.69439 0.000 


  2 3 7.86048 0.003 


  2 4 10.06561 0.000 


ESE-HRM 1 3 0.12343 0.001 


  1 4 0.08704 0.008 


  2 3 0.13503 0.002 


  2 4 0.09864 0.019 


ESE-Mkt 1 4 0.10924 0.006 


ESE-Creative 1 4 0.11036 0.045 


ESE-Finance 1 4 0.16752 0.016 


Positive Affect 1 4 7.85509 0.000 


  2 4 6.17783 0.001 


  3 4 6.77436 0.000 


Negative Affect 2 4 -5.26878 0.011 


Verbal Persuasion 1 2 2.43323 0.030 


  1 4 2.34906 0.007 


Degree of Success 1 4 0.41268 0.026 


  2 3 0.50151 0.064 


  2 4 0.52715 0.021 


Growth Intentions 1 2 7.36248 0.080 
  1 4 9.23805 0.002 


 








 
 


The role of external advisor for entrepreneurs – an accountant perspective  
 


 
Abstract 
 
This study explores the literature of advisory services for entrepreneurs. Accounting firms are 
in significant role proving for wide range of different business support services for SMEs.  The 
traditional role for an accountant has been to provide assistance with bookkeeping and the 
production of different taxation compliance reports. Nowadays accounting firms have started 
to provide more managerial advisory services beside their traditional service package. In this 
paper we focus to investigate what kind of role advisory services have for different accounting 
firms and what is the productization level of these services. For this study we collected 
interview data from 19 cases from Finland. Based on the qualitative analyses of our sample we 
argue that accounting firm industry is still diverse in providing advisory services. Some 
accounting firms provide advisory services only ad-hoc bases and do not charge from those 
services. Whereas some accounting firms provide demanding advisory and CFO services in 
professional way and have developed about these services new business opportunities for 
accounting industry.  
 
keywords: accountant, external advisor, service sector, small business 
 
 
1 Introduction 


 
Existing literature has shown that external business advisors provide valuable support to small 
business owners in providing business support and advice in areas where owner-managers lack 
the necessary resources (e.g. knowledge, skills or expertise and competence) to run and manage 
their businesses (Blackburn and Jarvis, 2010). Some scholars have noticed that external 
business advice is becoming increasingly important to SMEs (Bennett and Robson, 2005; 
Blackburn et al., 2014). Since most of owner-managers need to buy external accounting services 
to full fill the statutory requirements of accounting and value add tax laws, accountants are 
often one of the leading sources of external business advice for entrepreneurs broadly. External 
advisors have an essential role for many entrepreneurs, because naturally there are no legal 
requirements for nascent entrepreneurs to have any management skills; they only need a desire 
and a willingness to start business and become an entrepreneur, however management skills are 
critical to small firm survival (Storey, 1994). Additionally research on small firms consistently 
finds that an owner’s lack of financial skills can be a major impediment to business success 
(McMahon and Davies, 1994; McMahon and Holmes, 1991; Marriott and Marriott, 2000; 
McMahon, 2001). 


The traditional role for an accountant has been to provide assistance with bookkeeping 
and the production of different taxation compliance reports (Breen et al., 2004; Gooderham et 
al., 2004). But it is well known that many accountants have more and more expertise in a range 
of areas of business management (e.g. financial management, budgeting, succession planning, 
human resource management, salary administration and strategic management), some studies 
have highlighted the increasingly valuable role that they can play as external sources of  advice 
for owner-managers (Jay and Schaper,2003; Berry and Sweeting, 2006; Bennett and Robson, 
1999; Blackburn and Jarvis, 2010; Carey, 2015). Furthermore, some authors emphasize that 
also the quality of the relationship between accountant and owner-manager is significant 
whether the advice and support provided by accountant is taken or not (Gooderham et al., 2004; 
Dyer and Ross, 2007). Marriott and Marriott (2000) suggest accountants could increase their 







 
 


role and the demand for their services by increasing their clients’ financial skills and by 
providing narratives on the financial information. Though existing literature has recognized the 
importance of accountants’ role as a business advisor for entrepreneurs, there is limited 
knowledge about the relationship between accountants and entrepreneurs therefore more 
research is needed especially how accountants interact with entrepreneurs and how accounting 
firms develop their advisory services for entrepreneurs.  


For the empirical analysis we use 19 cases from Finland. Our sample consist of different 
type and sized accounting firms from south and east Finland. The main outcomes of our study 
are presented as propositions due to the exploratory and qualitative nature of the study.  


This paper is structured as follows. After the Introduction section we go through the 
relevant literature about the role of accountants as an external business advisor. We will 
describe the Finnish context of accounting industry and used empirical data. Furthermore we 
will analyse our data with qualitative methods and represent results and conclusions based on 
the data analyses.  


 
 


2 Literature review 
 
For SMEs wide range of providers offer external advice for specific purposes. Advice is usually 
targeted on filling a specific need (e.g. accounting of legal support) or providing for example a 
strategic view of market or organisational potential for future development of business 
(Ramsden & Bennett, 2005). Mole (2002) identify some typical sources of business advice for 
SMEs, such as accountant, solicitor, business friend/relation, customer, supplier, consultant, 
bank manager or trade or business association. Mole’s study define accountants’ role towards 
customers’ formal and having legitimate power for the business since customers must produce 
accounts by regulation. Greenwood et al. (2002) state that accounting firms have developed 
themselves like one-stop shops for an extensive array of services, including financial advisory, 
management consulting and legal services. Kirby’s and King’s (1997) study especially focused 
on the role of accountant as a business advisor for small business. Based on their empirical 
findings they highlights that owners of small businesses are willing to use advice when they 
consider it to be appropriate and it is at a reasonable cost. Their study suggest that, while 
accountants are the most frequently used of all of the various support agencies, thereby 
providing an entree to the small firm, they are not considered as a source of advice pertaining 
to more broad-based management issues.  Additionally they found that in general, accountants 
appear to perceive the relationship established between themselves and their owner-manager 
clients as well-founded and based on a history of valuable service. 


Several studies have noticed the potential of business advice provided by accountants for 
owner-managers. Because of the long-term, regular cooperation small firm accountancy 
practices have with their clients through the provision of basic accounting services, there is a 
potential for the development of the trust required to act as business advisors (Bennett and 
Robson, 1999; Gooderham and Nordhaug, 2000; Gooderham, et al., 2004; Marriott and 
Marriott, 2000; Mole, 2002; Marlow and Carter, 2004). Additionally Gooderham and Nordhaug 
(2000) noticed that there is a clear incentive for accounting firms to develop business advisory 
services because their clients are generally willing to pay more for these than standard 
accountancy services. Based on empirical findings it is clear that accountants are increasingly 
becoming a significant source of business advice. For example in the U.K., Kirby and King 
(1997) and Deakins et al. (2001) found that accountants are among the most frequently used 
external sources of business advice. Moreover Bennett and Robson’s (1999) survey shows that 
accountants are in fact the dominant source of such advice in the U.K. ahead of both banks and 
solicitors. Additionally, Mole’s (2002) research suggests that it is unlikely that publicly funded 







 
 


small business advisors will ever achieve the same impact on SMEs as accountants. 
Furthermore Døving’s and Gooderham’s (2008) study suggest that the small firm accountancy 
industry is currently somewhat bifurcated in the sense that there are small accounting firms in 
the market that deliver only a limited range of services,  but on the other hand, there are at the 
same time accounting firms that have succeeded in developing the resources that enable them 
to extensively focus on the more lucrative market for business advisory services. 


Despite the emerging empirical evidence that many owner-managers rely on the business 
advice of an external accountants (Blackburn and Jarvis, 2010; Gooderham et al., 2004; Deakins 
et al., 2001), there is mixed evidence as to whether the business advice of an external accountant 
adds value by improving SME performance. The empirical results of Carey’s (2015) study 
confirms that firms buying business advice exhibit superior performance. According to Carey 
SME performance is perceived to be further enhanced when business advice and auditing are 
jointly purchased, which suggests that auditors’ depth of knowledge is beneficial for owner-
managers and SMEs’ management. Carey emphases that in particular, the accounting 
profession characterises external accountants as being not only experts in compliance and 
monitoring services but also capable of adding value to clients with their business expertise. 
Furthermore Carey concludes that the finding that small firms perceive a performance benefit 
from the purchase of business advice gives further incentive and support to the profession to 
continue promoting the expertise of external accountants as business advisors, particularly to 
owner-managers. 


Based on empirical evidence we can argue that that a majority of small firm owner-
managers have no professional, management or other formal qualifications (Stanworth and 
Gray, 1992). Very often for the growth and survival of the small firm these owner-managers’ 
competences are critical. In addition, many of the owner-managers of small firms lack financial 
skills and knowledge of how financial control systems might be used to aid decision-making 
and developing business (Deakins et al., 2001). Possible ways for a small firms to acquire 
competencies is to employ qualified persons or buy needed resources and knowledge from 
external advisors. The study of Chell and Baines (2000) indicates that entrepreneurs who are 
driven by a need to create wealth and accumulate capital, are the most likely to use external 
sources of advice. But according to Chell and Baines these are a minority. For many small firm 
owners, autonomy and independence are more important than growth (Low and MacMillan, 
1988).  


3  Research design and procedure 


 
The Finnish context 
SMEs has a significant role in the economies of all European countries. Our study focus on one 
EU membership country Finland where is a total of about 320,000 enterprises of which 99,8 % 
are SMEs employing less than 250 people, and around 93 % of Finnish companies have fewer 
than 10 employees. Since the role of small businesses is dominant in Finland, around 90 % of 
enterprises have outsourced their accounting and financial management services partially or 
totally to accounting firms. In Finland operates around 4,300 accounting firms, 49 % of them 
have 1-4 employees, 32 % have 5-9 employees, and only 19 % have more than 9 employees. 
The sector generates a turnover of 890 Million Euros annually. According to the statistics the 
sector seems to be very fragmented, but during the resent years increasingly bigger accounting 
firms have started to by smaller ones, and that trend may change accountants’ role as a business 
advisor for entrepreneurs significantly. In order to study the accountants’ role as a business 
advisor for entrepreneurs and to get deeper understanding their relationships, 19 accounting 
firms’ owner-managers were interviewed. All accounting firms operate in Finland and provide 







 
 


diverse selection of accounting and business consulting services. Semi structured face-to-face 
theme interviews were conducted in the beginning of year 2015.  
 
Sample and method 
We chose a case study approach using multiple sources of evidence in gathering our data from 
randomly selected sample. Our primary method of data collection was to conduct face-to-face 
semi-structured theme interviews with the key persons of these companies. A list of the themes 
(Appendix 1) was e-mailed to the interviewees in advance. The interviews lasted approximately 
45-70 minutes, and they were tape-recorded and subsequently transcribed. All interviews were 
conducted in Finnish. Basic information was also collected from the web pages of the 
companies. Table 1 shows background information of our selected cases. The number of 
employees varied in our cases from 1 to 200 people. The lowest annual turnover was 50 
thousand Euros and highest 8,600 thousand Euros. In Finland it is voluntary for accounting 
firms to be authorized by association of Finnish accounting firms. Approximately 1/3 of all 
firms are authorized but they employ more than 1/2 of all accountants. In our sample 11 firms 
were authorized and 8 not. Based on the analyses of gathered qualitative data we grouped our 
sample in three clusters. In Table 1 is shown in which cluster (A, B or C) certain firm belongs. 
In the following section is discussed more detailed about presented clusters.   
  
Table  1.  Overview of the collected data and the accounting firms studied 
Cases the date of 


interview 
duration employees* turnover 


(t€) 
authorized cluster 


case 1 13.2.15 65 min 65 5,000 yes C 
case 2 13.2.15 60 min 2 80 no A 
case 3 18.2.15 65 min 22 1,300 yes B 
case 4 23.2.15 60 min 10 900 yes B 
case 5 24.2.15 60 min 11 400 no B 
case 6 25.2.15 55 min 10 600 yes B 
case 7 3.3.15 55 min 1 50 no A 
case 8 5.3.15 70 min 6 600 yes A 
case 9 6.3.15 65 min 6 500 yes B 
case 10 9.3.15 45 min 7 600 no B 
case 11 9.3.15 60 min 200 8,600 yes C 
case 12 9.3.15 65 min 43 3,400 yes C 
case 13 11.3 65 min 6 300 yes B 
case 14 16.3.15 60 min 5 400 yes B 
case 15 17.3.15 60 min 3 140 no A 
case 16 20.3.15 70 min 7 600 no B 
case 17 20.3.15 60 min 13 1,000 yes A 
case 18 21.3.15 60 min 5 300 no B 
case 19 25.3.15 45 min 2 150 no C 


*Including entrepreneur 
 
 
 
  







 
 


4 Cross case analysis and results 
 
Based on our qualitative analyses of interviews our sample was grouped in three internally 
homogenous clusters. These clusters describe what kind of strategically approach the case firms 
have chosen towards advisory services of their customers. The first cluster (A) consists of five 
accounting firms and this cluster was named as conservatives. In the second cluster is ten 
accounting firms and the cluster (B) was named as opportunity seekers. The cluster (C) was 
named as opportunity exploiters and it consists of four accounting firms.  In the following 
sections are discussed about the contents and definitions of named clusters.  
  
Cluster A, conservatives 
The first cluster (A) conservatives consists of five accounting firm. Base on the collected data 
we can assume that these kind of accounting firms do not have clear vision and/or strategy for 
their business development. They don’t provide specific advisory services for their customers 
but they advise their customers ad-hoc basis beside their daily routine work. In this cluster 
accounting firms’ service packages are very simple. Following citations describe their services 
and earnings logic:  


 
”…my estimate is that 70 percent of our turnover comes from bookkeeping and the rest 
from payroll computation…”(case 8) 
  
”…no, we don’t follow our profitability at the customer level…”(case 8) 
 
”…our competitive advantage is that we have reasonable prices and a good team doing 
this work here…”(case 15) 
 
”…in some cases our customers have been forced to start to use eInvoices because of 
their customers’ demands…often it is easier for the customer to let us to do invoicing than 
update customer’s invoicing software…”(case 17) 
 
”…unfortunately we have also unprofitable customers…” (case 7) 
 
”…almost all our customers are craftsmen and farmers, so their needs for the advisory 
or digitalization services are very limited….” (case 2) 
 


In cluster A accounting firms typically see that advisory work is additional service for their 
basic services and typically they do not charge from such work any extra. 
 


”…of course if some new entrepreneur need my help or advice, I will help him/her, but I 
don’t charge from that work…” (case 2) 
 
”…our customers drop by here almost every month, if they have some issue at the hand, 
we can have a chat about those issues whenever needed…” (case 8) 
 
”…it is impossible to classify our services, we provide simply financial management 
services and that covers everything…if some customer calls to me to ask something, of 
course I help him/her and don’t charge any extra…”(case 7) 


 
Based on our empirical analyses and findings we propose the first proposition: 


 







 
 


Proposition 1: Some accounting firms provide advisory services for entrepreneurs 
beside their daily routine services. Typical for such advisory services is that 
accounting firms do not charge any extra fees from their advice. 


 
 
Cluster B, opportunity seekers 
The second cluster (B) opportunity seekers consists of ten accounting firms. Typically 
accounting firms in this cluster are very customer oriented. They do not want to force customers 
to the certain mode, and they are flexible for customers’ expectations. Additionally these kind 
of firms are seeking business opportunities from their current customers developing services 
according to customers’ wishes. Following citations are examples about this flexibility and 
customer orientation:  
 


”…digitalization is not self-evident for our all customers, we have some very old firms as 
a customer, which don’t have even an email jet…”(case 3) 
 
”…of course we provide modern services to all customers, but some of our customers just 
want to live in the stone ages, some of entrepreneurs are not interested in digitalization 
at all…”(case 6) 
 
”…digitalization is of course an important issue, but we should look at it from our 
customers’ perspective, not only from accounting perspective…” (case 5) 
 
”…of course we have some very innovative customers as well, and if they want some new 
services from us, we are ready to develop them together with our customers….” (case 3) 
 
”…many of customers are satisfied with the traditional way to produce services, but of 
course some younger customers demand cloud services etc…then we provide such to 
them…”(case 4) 
 
”…we are not going to take the same path which banks have taken…first they kicked their 
customers to hallways, and then out of there to the web….our customers appreciate 
personal service as well and we want to provide that…”(case 4) 
 
”…our aim is to be customer oriented with our service, so that our customers get a feeling 
that it is easy to work with us…”(case 5) 
 
”…we don’t do any marketing, and we don’t seek huge visibility….we do marketing only 
at the personal level…” (case 14) 
 
”…we want to be customer oriented, we serve our customers as they wish…”case 10 
 


In the cluster B accounting firms do not clearly profile themselves advisory service providers. 
There are some signs that they want to grow advisory services but the vision for that strategy 
in not totally clear. Typically in this cluster accounting firms are conservative towards their 
growth and do not differentiate themselves from their competitors even though they provide 
broad selection of different advisory services.  
 







 
 


”…we have developed our internal control system very carefully and slowly….we don’t 
follow sales of our employees as an individual level and we don’t have any plans that are 
going to do so….”(case 3) 
 
”…our company have of course a certain target for annual sales, but we don’t want to 
put pressure to our employees and control that at an individual level…”(case 5) 
 
”….we don’t want to grow our business aggressively…let’s say that if we double our size 
then we can’t handle this anymore…”(case 4) 
 
”…our growth rate has been equal to growth rate of accounting industry…”(case 18) 
 
“...with current strategy we can keep our business profitable, but if we would like to make 
good money, then we have to change our strategy, so far our strategy has been such that 
we want to keep our customers’ costs as low as possible since they are mostly very small 
companies…” (case 13) 
 
”…beside the traditional accounting services we provide auditing services as well…and 
therefore we have some legal advisory services available too…”(case 4) 
 
”…for some customers we have fixed monthly fee of our services, with them we have 
meetings 3-4 times per year where we look at their business performance closer…(case 
5) 
 
”…advisory services and consultancy will become more important for us in the near 
future, we need to build up a network with other actors and combine our forces that we 
can serve our customers comprehensive…”(case 6) 
 
”…we have to invest in our own customer management system in order that we get our 
advisory services working better, what we will offer and to whom…” (case 6) 
 
”…I emphasize to our employees that you have to know our customers business 
thoroughly before you can well advise them…” (case 9) 
 
”…we have had one assignment where we provided CFO services to our customer, all 
work were done here at our office and CFO attended meetings via Skypy…”(case 9) 
 
”…no, we don’t have any specific new products in mind, but we want to go with 
digitalization as far as possible…” (case 10) 
 
”…we keep us posted how our customers are doing and provide them advisory services 
when they drop by at our office, it is like an additional service which includes the price…” 
(case 13) 
 
”…our web pages only tells to potential customers what kind a services we have, but we 
don’t sell kind a certain products or separate packages…like accounting product or 
advisory product etc…”(case 14) 
 
”…I have noticed that customers ask more and more this and that…but before we can 
promise to fulfill their needs, we have to negotiate with our software partner…”case 16 







 
 


 
Based on our empirical analyses and findings we propose the second proposition: 


 


Proposition 2: Some accounting firms have started to develop systematically 
advisory services as an additional service beside their daily routine services. Typical 
for such services is that services are developed customer oriented way, but are not 
clear separate products though advisory services have remarkable and increasing role 
in their service packages.  


 
 
Cluster C, opportunity exploiters 
The third cluster (C) opportunity exploiters consists of four accounting firms. Based on 
available data from sample cases we argue that such firms have a clear vision how they process 
the productization of their all services, and advisory serves have an essential role in their service 
package. These firms are customer oriented and customer satisfaction is important for them, 
but their services are developed more accounting firm driven than customer driven being more 
service oriented than customer oriented.   
 


”…of course we provide for our customers basic accounting and payroll compotation 
services but we have also wide selections of advisory services for financial management 
and business planning, such as “rental CFO”, firm valuations services for acquisitions, 
and reporting for the boards of firms…”(case 1)  
 
”…we have a ten peoples’ team which is focusing only our CFO services…they are we 
experienced in business and are capable to handle demanding tasks…” (case 11) 
 
 
”…many of our customers are start-ups and growth firms, that is our clear focus 
segment….” (case 1) 
 
”…our first idea was that our company will only focus on these advisory services, but 
then our customers started to ask, who will take care about our bookkeeping then…so we 
decided to start to provide hole package from basics to strategical planning…we are kind 
of trend-setter among accounting firms…it is quite new that you can have hole package 
from the one-shop…” (case 1) 
 
”….we have put a lot of effort for productization of our services…it has been difficult 
work to concretize to our customers the value what they get and what they are paying 
for…” (case 1) 
 
”…our strategy is that we provide a comprehensive service package with fixed price to 
our customers, as marketing sense I can’t say that it is like productization of our 
services…”(case 12) 
 
”…we constantly develop our own service processes… of course sometimes there may be 
some conflicts with customers since as you well know accountants are not the most social 
persons… our team manager handle such possible conflicts, customer satisfaction is our 
priority…” (case 11) 
 







 
 


”…all our accounting processes are paperless….that is the only option what we offer to 
our customers….when a new customer comes to us, he/she has already made a choice 
that all his/her processes will handle electronically…and we have a support team for the 
implementation process, that’s very convenient for the customer” (case 11) 
 
”…our clear focus area in advisory services is everything which is related to immigration 
bureaucracy, like visas or residence permits etc…it is clear competitive advantage for us 
that we can serve Russians with their own language…” (case 19)  
 
”…we want to serve our customers so that they can fully concentrate on their own 
businesses….we handle paper works…” (case 19) 
 


Based on our empirical analyses and findings we propose the third proposition: 
 
Proposition 3: Some accounting firms have developed strategically their advisory services and 
been able to create demand for such services and thereby create new business opportunities and 
markets for accounting firms. Typical for such accounting firms is that they are service oriented 
and they have a clear vision of productization of their services.  
 
5 Discussion and conclusions 
 
The empirical data of our study indicate clearly that accounting industry has not yet been able 
to fully utilize the business opportunity presented in Kirby and King (1997) study. The current 
status of accounting industry is diverse. The earnings logic of some accounting firms is still 
fully based on production of traditional routine accounting services. On the other hand some 
accounting firms have been able to create new earning logics and expand the market for 
accounting firms. In our sample especially bigger accounting firms have been in this progress 
very successful. Based on our data we cannot say is productization of advisory services reason 
for their size or is it so that because of their size and larger resources they have been able been 
at the forefront of development. As Mole (2002) noted the status of accounting firms is based 
on their legitimacy power. Our data suggest that for some accounting firms this status has been 
business opportunity and vehicle to come to markets. But for some accounting firms this status 
has been more burden than opportunity, since all firms have not been able to expand their 
earnings logic out from statutory services. 


The results of our study indicate that now and in the near future one mega trend in the 
accounting business sector will be digitalization. That mega trend may change the sector itself 
dramatically and therefore will affect all small business owners; what kind of business advisor 
services are provided for them, by whom services are provided, and how services are delivered 
to customers (e.g. face-to-face vs. via Internet). Additionally our analyzes indicate that owner-
managers of accounting firms have significant and specific role for entrepreneurs as an equal 
partner, team member and business advisor. If the sector will concentrate heavily to the hands 
of bigger accounting firms, it may have unwanted consequences for the support of 
entrepreneurs.   
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Appendix 1. Interview themes 
Interview questions/themes for case accounting firms 


 Sex (Female/Male) 
 Educational background 
 Previous working experience 
 Size of the company, net sales, number of employees, historical development by 
 numbers 
 Product and services 
 Level of digitalisation and intensity 
 Level of internationalization 
 How do you describe your current competition? 
 What kind of applecations are you useing in your accounting firm (traditional, 


electric/cloud service) 
 How did your firm start the business? How about youself as an entrepreneur? 
 Identify some characteristics (innovative, proactive) 
 What kind of support you have in your own area 
 How do you describe the current life-cycle stage of your company? 
 Please describe any other relevant factors relating to your customers. 
 What is the accounting firm`s economic success? 
 What kind of role has digital accounting had in the development of company? 
 Have there been any historical changes? How about the future? 
 Are there any other factors that might affect the development of digital accounting in 


your company? 
 What do you expect to happen in future 2020 and how has your company prepared for 


it? 
 








 


 


Entrepreneurial process and journey: Routs of technology start-ups 


Abstract 


This paper analyzes the entrepreneurial process and journey suggesting dynamic stage 
model approach. Theoretical models are tested in a quasi-experiment. Empirical facts related 
to stages of the process and strategic factors and their patterns are mapped using the case 
studies of three high-technology start-ups. Value creation has seen the primary driver of the 
entrepreneurial process and journey. New original findings contribute to further research as 
well as to support system of technology venture creation and entrepreneurship policy.  


1. Introduction 


New high-tech venture creation is an entrepreneurial process linking stages from the 
entrepreneurial intent to the realization of new venture idea based on opportunities originating 
from the environment, technology competencies, and other resources. That process has been 
described as a journey (Cha & Bae 2010). McMullen & Dimov (2013) discuss the milestones 
and content of the entrepreneurial journey: what it is, start point and finish, what is required 
for its progress, and what is intrinsic “throughout the process.” That means the entrepreneurial 
journey is the temporal appearance of the features and series of events of the entrepreneurial 
process (EP). In other words, a process model of entrepreneurship and entrepreneurial journey 
are phenomena tightly related to each other.   


Bhave (1994) argues that EP is a nonlinear, iterative, feedback-driven, conceptual and 
physical process. That process is self-regulatory adapting the means and goals alternately 
(Sarasvathy 2008). These aspects, as well as technology, ecosystem, resources and individuals 
in interaction are forming dimensions of space entrepreneurial journey proceeds. That means 
either that study of the complex phenomenon of the entrepreneurial journey requires 
considering the content and logic of the entrepreneurial process in the process approach view.   


Although several studies are devoted to the entrepreneurial journey (Sørensen, 
Heidemann Lassen & Hinson 2007; Cha & Bae 2010; McMullen & Dimov 2013; Selden & 
Fletcher 2015), many aspects remain unclear, e.g., omitting the fluidity of the start and end of 
the process. As known some studies point an idea as the beginning of a journey, others see 
intention being that. Which idea to take as a start point then, if an initial idea is the subject of 
so many transformations that it is not recognizable in the outcome anymore. The 
entrepreneurial journey has seen completed with the product launch, but also with positive 
cash flow or payback of investment (Gordon 2012; McMullen & Dimov 2013). 
Undetermined, who is the owner of the entrepreneurial journey after a change of business’ 
ownership, what should be the outcome then and how it looks temporally.  


This paper analyzes the space and process of the entrepreneurial journey suggesting a 
theoretical model, which is illustrated by the cases of three high-technology startups. For that 
purposes, in the next section of the paper author examines stage models of the EP searching 
for simultaneously generic and distinct patterns among them. As the result, for theoretical 
framework two-dimension model, linking the EP and entrepreneurial journey, is introduced. 
The following section discloses methodology of empirical research based on qualitative case 
study method. Next, the case studies of three hi-tech small firms are presented and analyzed in 
the dimensions of the model. Discussion and conclusions end the paper. Throughout the 
study, discussion on the features and outcome of the entrepreneurial process and journey leads 
to revisiting the concept of entrepreneurship.    


2. Entrepreneurial process and journey 


2.1. Models of the entrepreneurial process 


Moroz and Hindle (2012) have systematized thirty-two former scholarly works on the EP. 
They give a taxonomy of EP models: (1) Stage Model, (2) Static Framework, (3) Process 







 


 


Dynamics, and (4) Quantification Sequences (ibid). Stage models are characterized by 
different life cycle stages and events (birth, growth, death) and opportunity or cognitive 
phases in decision-making. They also identify predominance of static and stage models, 
dynamic process models are fewer in number including one quantification sequence study; 
only seven of models are stated having practical implications (ibid). Models are found being 
of limited explanatory power. The authors find (ibid) that among others even more important 
Sarasvathy’s (2008) dynamic model and Shane’s (2003) static process (stage) model are 
representing two different sides of the process. That means effectuation model does not 
present enough teleological point of the EP. Shane’s static model is linking process features 
(Entrepreneurial Opportunities, Discovery and Opportunity Exploitation) with influencing 
these features domains (Environment (e.g., Ecosystem – author), Individual Attributes and 
Execution, including different resources and competencies); the model does not present 
dynamics of these phenomena.  


Somehow, although presented in their overview, Moroz and Hindle (2012) do not pay 
more attention to the (dynamic) training model performing an EP in four stages (Cunneen & 
Mankelow 2007) operating with Opportunity: Recognition, Evaluation, Development, and 
Commercialisation. These stages are divided into sub-stages and have several feedback loops 
inside and between first two stages; sub-stages of the Opportunity Recognition stage are 
Creative activity (idea), Innovative activity (converting idea into innovation) and Additional 
activities (positioning & protecting innovation idea), outcome (artefact – my interpretation, 
author) has shown Initial Strategic Competitive Advantage (SCA). The authors (ibid) do not 
present any criteria for division of the process into stages and sub-stages, altogether their 
model consists of twelve partly serial, somewhat parallel sub-stages describing maturity of the 
business for start-up.  


The more detailed sequence of twenty different activities by startup businesses are 
presented by Carter, Gartner and Reynolds (1996). Their list of activities introduces more or 
less formally stated events: Bought facilities & equipment, Got financial support, Developed 
models/prototypes, Formed legal entity, Hired employees, Sales, Positive cash flow, taxes and 
other attributes. Although these activities can be interpreted as final acts (outcomes) of several 
sub-stages, these are not indicating fairly the situation within the stage. Without some 
attributes, e.g., legal registration, businesses cannot function; but, legal registration or 
investment does not indicate business maturity for functioning yet. Therefore, the attributes, 
being the result of some internal sub-process(es) or stage(s), have no or have little explanatory 
power about the process. Furthermore, very little has paid attention to the entrepreneur and 
related personal context in the models of EP (e.g., Dimov 2007). These shortcomings produce 
little explanatory capability of models of the entrepreneurial journey.  


From the overview above can be concluded complexity and multifaceted character of the 
EP phenomenon. The long list of attributes intrinsic to the EP includes personality features 
(e.g., creativity, cognition and volition), resources, environment, behavior, dynamics, 
decisions, actions, and artifacts. All these attributes and many particular ones must be shaped 
and integrated into the integral whole of the EP that is a nonlinear, iterative, feedback-driven, 
conceptual and physical process. Also, we can only agree with the conclusion of Moroz and 
Hindle (2012: 781) that the existing models of the EP are highly fragmented and are 
insufficient “to synthesize an understanding of the entrepreneurial process that is both generic 
and distinct.” Consequently, there is still the need for a generic model to understand the 
entrepreneurial journey.  


2.2. Linking pieces of process into whole 


EP is not only a key to the understanding of the entrepreneurial journey, but this is also 
the concept giving sense to entrepreneurship generally (Bygrave & Hofer 1991). Several 
studies have criticized the variance approach represented by Shane’s (2003) static model of 







 


 


the EP (Moroz & Hindle 2012), and opportunity as being its objective element (Davidsson 
2015; Dimov 2007). Before suggesting the model for the entrepreneurial journey, we need to 
formulate requirements for the model and arrange the attributes of the EP. From the 
formulation by Moroz & Hindle (2012) “generic and distinct” we can derive that the new 
model must cover all the aspects disclosed above. And vice versa, simplifying generic model, 
any of these component models and their attributes to the same extent, should be reached.  


We start from the sense-making “objective-subjective” sides of the EP, and its features. 
For example, some earlier studies argue the existence of opportunity as an objective 
phenomenon, and alertness of individuals triggering the EP (Eckhardt & Shane, 2003; Shane 
& Venkataraman, 2000). That also shows the understanding that opportunities are discovered 
and exploited. However, should be mentioned that it is impossible to discover things, which 
do not exist objectively. A particular role in technology entrepreneurship belongs to (new) 
inventions being sources for new business ideas and opportunities. It is accepted that inventor 
(as the author) has created that technical solution1 – invention, not discovered. There is no 
question an invention existing before the inventor.  


Like about an opportunity, also about the process and its stages could ask, are these 
objectively existing or subjective phenomena, related to the individual entrepreneur. Trying to 
understand this aspect question about an embeddedness of the process and stage(s) should 
discuss. Some theories say that entrepreneurs are embedded in the local environment and 
social structures supporting or inhibiting his/her activities and reaching opportunities, and 
resources (Jack & Anderson 2002). Another aspect comes from knowledge and cognition 
theories. We can theorize the situation in a mental experiment. If the process and its stages 
and attributes exist objectively – independently of the entrepreneur(s), then the 
entrepreneur(s) could be replaced by any other person. For example, we can suppose that all 
the process (and its stages) are documented, and the material environment has not changed 
with that replacement. As knowledge management and cognitive theories prove, recorded 
information cannot be knowledge yet – perception and sense-making of new information 
depend firmly on the prior knowledge, experience, mental models, volitional and other 
processes and capabilities of the person (Nonaka & Konno 1998; Corbett 2005). These 
circumstances support the guess about the partly subjective origin of the entrepreneurial 
opportunities and process.    


What is happening to stages within the EP? For example, Shane (2000) formulates three 
propositions of prior knowledge about markets, serving markets, and customer problems 
altogether supporting opportunity recognition. We believe, we can label with the same “prior 
knowledge” also technology competence being part of opportunity recognition. We can 
extend the list with other prior capabilities implemented and improved by entrepreneur(s) in 
the progress of the process. Examples of these capabilities can be personality traits like 
creativity, conceptual thinking, cognition, persistence and specific competencies related to 
technology, marketing, new product development (NPD), production, leadership, and many 
others. What is happening to all these prior features? This is a natural entrepreneurial learning 
(and creativity) process of improving and integrating prior knowledge and capabilities with 
the new pieces. Prior and new conceive integral whole embedded in the entrepreneur’s mental 
and physical world. The environment outside entrepreneur’s direct influence could be labeled 
as an ecosystem (Isenberg 2010). For an inner circle or environment (proximity) of the 
entrepreneur, the concept of Silo was suggested by Mets, et al. (2013). Silo seems useful 
concept to label the proximate space and structure embedding all the attributes of the EP and 
entrepreneur(ial team). The content of Silo is dynamic in changes as well as the EP and its 
stages are. In other words, an EP is described by stages embedded in Silo. The content of Silo 
follows the EP being in unity with its stages and indicating a maturity of the entrepreneurial 
(venture creation) process. That means, activation of the stages in Silo is a serial chain of 







 


 


events. Because of the feedback from the various internal and ecosystem sources, the same 
sub-processes can and usually proceed repeatedly as cycles.  


From the discourse above raises an opportunity to define requirements for stages: 
1. The stage is the smallest complete/integral unit/part of the process involving mental 


and physical resources, activities/actions, acts and feedback loops. 
2. As the result of activities and resources involved the outcome is a new artifact, which is 


the input to the following stage.  
3. It is completed regarding its artifact, i.e., after completion the stage, its outcome 


(artifact) activates the next stage. 
4. Internal activities of the stage can be cyclic and (internal local) feedback driven. 
Stage – it describes the state of the EP regarding outcome Venture Launch rather than 


temporal scale/dimension or sequence of actions. Maturity – this is a qualitative shape. In the 
final result answer to the sufficiency of the state of maturity is given launching the business. 
Entrepreneurs have quite many other criteria (e.g., market demand, customer needs, available 
resources) to decide about the maturity of the venture (business project) in the interim stages 
acquiring feedback to previous stages from following ones (e.g., market research and 
planning, financial planning). One of the means is to test future product/service in the initial 
phases using lean start-up approach. That early market test enables reshaping an idea in very 
early stages of the EP. The same principles are followed throughout the EP. In every 
following stage, feedback is created to the previous ones. Here, the transition from quantity to 
the state of quality – maturity of the stage and process takes a place (e.g., more relevant 
knowledge and other resources and artifacts we have (available), more ready we are to launch 
a venture).     


2.3. Dynamic stage model of the entrepreneurial process 


Creating the generic model meeting requirements described above is the next step linking 
the EP and journey. Like an example above (Cunneen & Mankelow 2007) current model in 
Fig. 1 originates from the author’s experience with an open space classroom where frequently 
the outcome for the trainee(s) is the launch of own business or joint venture with the team.  


 


Figure 1. Silo embedded dynamic stage model of the entrepreneurial process (EP) 


The model tries to follow the rules for the Silo describing any venture creation process, 
including the cases of the independent entrepreneur outside formal support structures. Of 
course, besides author’s personal experience, the content of the schema is partly influenced by 
existing theories and models briefly disclosed in the preceding sections although there is no 
particular pattern or theory followed. Rather could be argued that Fig. 1 is the result of 
generalization and integration of practitioner’s view and many different theories. 


The process is described as the following each other stages Propositions, Idea 
Development, Concept Development and Business Development. The stages are linked in 
series with the entrepreneurial acts – outcomes of these stages Intention, New Venture Idea, 
Opportunity Confidence and finally Venture Launch that can be understood as the decision to 
exploit the opportunity. The process is followed by Venture Growth or Opportunity 
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Exploitation (not imaged in Fig 1). The content of the stages is simplified. The names of 
outcomes of stages (Intention, New Venture Idea, and Opportunity Confidence) are also 
influenced by recent studies (re-)conceptualizing entrepreneurial opportunities (Dimov 2007; 
Davidsson 2015).  


The content and internal processes of the Silo are driven and controlled by the primary 
(entrepreneurial) process of venture creation as well as by the feedback chains and 
Environment (Entrepreneurial Ecosystem). Although there are many theories to test the 
applicability of the model2 we analyze that shortly in the context of models above. The EP is 
not linear in temporary scale as seen from its cyclic character. Within the EP, it needs to adapt 
means and goals alternately to realize the idea in the particular timeframe (Sarasvathy 2008). 
The mechanism of effectuation with the relevant reflexive questions (Who I am? What I 
want? What I need to do? etc.) leading entrepreneur to own goals, means and strategy (ibid) 
are embedded as a part of the decision-making in the stages of the entrepreneurial process. 
The effectuation questions as well any other (business development) performance outcome 
options can lead an entrepreneur back to the previous stages – these circumstances are 
reflected in the feedback loops. The same can be found in Shane’s static stage model, as 
stages and Individual Attributes and Execution with relevant connections are embedded in the 
Silo, and the impact of Environment is presented.   


The list of variables within the stages of the Silo including physical and mental attributes 
can be practically inexhaustible as could be seen from the previous overview section of the 
paper. The stages are feedback driven. That means although the result of Idea development 
stage (sub-process) is New Venture Idea (outcome, artifact), only the acceptance feedback 
signal from the Concept Development stage closes the previous Idea Development stage. Until 
that Idea Development phase is still active, activation of modified Propositions stage is even 
possible. Sometimes the feedback of Business Development stage can trigger the process from 
the very beginning again, of course, on a new level of Propositions now.     


2.4. Two-dimension model of the entrepreneurial journey  


McMullen and Dimov (2013) delineate the schema with processes permeating through 
variables; each process (effort) tracks different trajectories leading to the outcome. The 
conclusion is that entrepreneurship is a process phenomenon. Process phenomenon can be 
described in different dimensions linked to temporal scale. That is the logic followed in panel 
studies mapping sequence of actions in the venture launch (institutionalization) process 
(Gordon 2012).  


Below, a description of the EP, based on the model Fig. 1, is presented as an 
entrepreneurial journey in two axes (Fig. 2): Venture maturity (Stage) and Time (t). Venture 
maturity scale bases on the entrepreneurial process model in its core development logic from 
Propositions towards the Business Development phase. Junction points between stages are 
outcomes-artifacts marked with the dash lines Intention, New Venture Idea, Opportunity 
Confidence and Venture Launch. The trajectory of the Case 1 is the version of an ideal linear 
process of venture creation started from the level P0 of propositions (corresponding to prior 
knowledge, skills, capabilities and other initial characteristics) and reached Venture Launch at 
the moment t1. Trajectory 2 gives a more true realization of the development process. In some 
period, the growth of the curve is faster, in some period – slower. Also, drastic leaps down are 
possible. For example, at the moment t2 the process starts again from the inception. The 
reason for that can be a need to vary the idea fitting to motivation, skills, resources, and 
knowledge of the entrepreneur (effectuation). In some period, e.g. t1...t2, the Silo, including 
elements of several stages, can have pending status (process interruption). As the result of 
feedback signals, transition and relaxation process entrepreneur reaches the decision how to 
continue. At the moment t2, the trajectory of the Case 2 starts from the Propositions upgraded 







 


 


by the previous cycles/stages, and Intention again; following expected learning curve is faster 
after t2 as an entrepreneur is more experienced now.  


 
Figure 2. Entrepreneurial journey of venture creation (theoretical example Cases 1, 2 & 3) 


Is this possible to start a journey from the different stages? It depends on the readiness 
(experience) of the entrepreneur in the particular moment, his/her awareness of own 
capabilities and intention. The development trajectory of the Case 3 describes the situation 
where the entrepreneur starts from the New Venture Idea and reaches the solutions for his/her 
entrepreneurial process in further learning. This situation can happen, for example, following 
lean start-up idea from the primary market test and developing the business idea further after 
the first experience with the customers. Customer involvement can be used in all the 
development stages.  


By theorists is raised the question how many EPs to treat within one case, and the first 
simple answer was “[s]ome of the important characteristics of the entrepreneurial process [is 
occurrence – author] at the level of the individual firm” (Bygrave & Hofer 1991: 17). Thus, 
this is also a question about the entrepreneurial journey, how many of them to account within 
a start-up process. This also is an issue about ownership of the idea, process, and journey. 
Start-up entrepreneur can have several ideas tested and used within the same startup, or the 
idea is split into several products/services within some stages of development. That means an 
entrepreneurial journey can follow very different curves with various impacts, interruptions 
and transitions, and relaxation processes.  


3. Method 


Qualitative case study method is implemented to test novel dynamic stage model of the 
EP and journey. That means searching empirical facts and their patterns proving the attributes 
(variables) of the model in real time. As variables could not manipulate, a quasi-experimental 
method is used. Partly, the validity of the test is supported by the fact that case study 
outcomes were not known at the model-building (Bitektine 2008). Related to the purpose of 
the test the aim is also better to understand a temporal content of the EP and entrepreneurial 
journey. A framework for mapping the variables is divided into three parts: the EP, journey, 
and open innovation (OI) (see Tables 1-3). Entrepreneurial ecosystem, availability of 
resources and OI are essential external factors of the entrepreneurial journey of technology 
ventures. 


Specific research tasks/questions are (1) identification of a beginning and end of the 
journey; (2) how to describe the progress of the journey; (3) evidence of cyclic character of 
the EP and journey; (4) feedback processes, learning and change of ideas and goals; (5) match 
between processes and structures; (6) value creation process; and (7) OI aspects.  
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The empirical study includes (1) mapping how technology entrepreneurs-innovators 
describe their entrepreneurial journey in interviews, (2) learning business reports and public 
media reflections on these startups, and (3) patent and article search on the persons and 
companies, and the business field to put the process into context. Studied companies are Mobi 
Solutions/Fortumo (2000) – mobile payment, Defendec (2006) – remote premises surveillance 
technology, and GrabCAD (2010) – virtual engineering (design&collaboration) platform. The 
study covers these companies’ history from their start-up to now, maximum 15 years. 


During the study, more than 15 interviews were analyzed. Over 200 documents, including 
company reports in Commercial Registry, and web pages were considered to interpret and 
code the information illuminating the elements of the entrepreneurial journey in its timeframe. 
Multiple sources of information were examined ensuring the validity of results.   


4. Three cases of technology start-ups 


4.1. Mobi Solutions/Fortumo – global mobile payment company  


The entrepreneurial journey of Mobi Solutions (Fig. 3, Table 1) started from the new 
media seminar for business and IT students in 2000. Estonian Mobile Telephone (EMT) just 
had launched the invention of mobile parking system in Estonia on the 1st of July 2000. The 
students’ team started their first mobile marketing project in the same year and founded a firm 
in 2001. The first product was a commercial game; next were mobile polling, payment, and 
M-ticket. Founders got the first salary in 2003; software developers were hired a year earlier. 
Being students owners’ income came from study loans, stipends and parents, these were 
sources for investment and living. CEO Rain Rannu said: “We did not compile a business 
plan [BP] as such, we tried to find a paying client for whom to develop particular service.” 
The Mobi’s team generated and tested more than 200 mobile product/service ideas in the 
period 2000-2006 (Fig. 3). It was just a growing business. Rannu: “We had a fear that we are 
not able to develop fast enough, and somebody other realizes the ideas we had”. Already from 
2001 Mobi Solutions was recognized as Innovator and Exporter of a Year by “Äripäev” 
(Business Daily – newspaper), and following years by Estonian Innovation Agency, 
Enterprise Estonia, and Tartu City Government. From the very beginning, Mobi was M-
service designer and provider for State Government and city governments contributing into 
Estonian eGovernance. Examples of m-services in Tartu city have been m-teacher, m-library, 
m-neighbourhood watch, etc.  


 
Figure 3. The entrepreneurial journey of Mobi Solutions 


Such intensive NPD has coursed many parallel EPs and journeys in the company’s framework 
(Silo). Focusing in a particular business field and accumulating experience also mean growing 
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capabilities and propositions (Fig. 3). A culmination of the process came after five-six years 
of testing its services on local and neighboring foreign markets – Mobi Solutions reached its 
global business model. Although, the firm experienced a lack of resources in that process, no 
venture capitalist trusting to finance them. Now, reaching global market success by Mobi, 
venture capitalists offered money, this was not needed anymore.    


In 2007, Mobi founded spin-off Fortumo offering the specific “easy to use,” “pay after 
receiving money” and “pay only as much as you use” business model (platform) to its clients. 
That was the breakthrough with the business model (BM) “ready for use” also for their 
clients. Fortumo has created a virtual environment for customers to rent a BM for their own 
business. In this way, Fortumo became co-creator of clients’ BM. As the result, Fortumo’s 
mobile payment became very popular in the regions of Asia where credit card penetration is 
low. In 2013, Fortumo’s payment model mediated over 300 mobile operators and 80,000 
merchants reachable to 4 billion mobile users in 93 countries. Rannu concluded: “There are 
1.2 billion credit cards in the world, but 5 billion mobile devices. So with mobile operator 
billing you can reach three times more people than with credit card payments. That was the 
core idea, and we’ve been proven right on that account.” Mobi Solutions, launching spin-off 
Fortumo started its new entrepreneurial journey on the new quality level signing fast growth 
reaching sales €26M in 2014. Prognosis of digital market is US$268 billion for 2015. In 
February 2013, it was announced that Fortumo involved the external shareholders – Intel 
Capital and Greycroft Partners. TechCrunch supposed the size of the deal being around $10 
million. 


Table 1. Features of the entrepreneurial process and journey of Mobi Solutions 


Feature Description Remark 
Propositions Business and IT students starting their specialty; Rain Rannu 


had a little international & business experience 
Tartu, Estonia 


Intention Interest in growing mobile technology and business Initial idea, 2000
Idea Development ~200 different products & services tested; earning for NPD; 


mobile payment “Every-Man M-Business” since 2003 
Started on growing 
market 


New Venture Idea 
(NVI) 


After 5 years sales of different products reached the idea to 
globalize the platform “Every-Man M-Business” 2006  


Result of longer 
development period 


Concept Development From local to global product/service & business model (BM) Both models used 
Opportunity 
Confidence 


Reached very early, 2001 as service provider; bootstrapping 
for NPD; 2007 – Global opportunity  


Two different 
related opportunities 


Business Development Start without BP, from local to global strategy, bootstrapping; 
Fortumo’s offices: Tartu, San Francisco, Beijing, Dehli  


Mobi HQ: Tartu 


Venture Launch First products in 2001; Global mobile payment platform & 
BM to rent out: spin-off Fortumo, 2007 


Serial events 


Post-Launch Reaching profitability from inception; profitability of Global 
business, 2009; sales ~$30M, 2014   


Fast growth 2008- 


Beginning of the 
journey 


Seminar for students of business and IT, 2000; founding Mobi 
Solutions, 2001; Global launch of M-payment platform, 2006


Real start 2000? Re-
start 2006-2007?


Idea Initial idea, 2000; over 200 ideas tested; Global idea, 2006 Longer period 
Resources Bootstrapping for NPD; state support 2004-2006: €68k Under-developed 
Ecosystem e-Government (policy); lack of venture capital e-Tiger leap policy 
Financial viability Profit from the first year of operations; Global business, 2007; 


profitability, 2009; sales $30M, 2014  
Bootstrapping 


End of the journey Sales of minority shares to Intel Capital and Greycroft 
Partners for ~$10M, 2013


Securing position or 
new re-start?  


Open Innovation Mobile payment - EMT, July 2000; acquisition of Indilo 
Wireless, 2011; payment platform: renting BM out globally 


Inbound OI, 2000 
Business platform 


Sources: see Appendix 


Co-founder and CEO of Fortumo Rain Rannu explained the reasons for involving 
investors: "Working with Intel Capital and Greycroft will help us to pursue additional growth 







 


 


opportunities, including strategic partnerships and acquisitions." Was that step just a means to 
secure the position on the market or preparing the next entrepreneurial journey, as announced, 
the answer should come in the nearest future. Mobi Solutions remained holding company for 
its subsidiaries, employing 140 people, being an investor for new start-ups, 2014.   


4.2. Defendec – global provider of surveillance technology 


In 2005 two classmates and friends Jaanus Tamm and Tauri Tuubel, having already some 
business experience, discussed ideas of using “smart dust” technology originating from USA 
military R&D (2002). They guessed that the “smart dust” – technology of intelligent virtual 
sensors could change the world. Tamm explained: “Defendec did not exist yet when I talked 
about “smart dust” technology to many people. For someone it seemed interesting and, later 
on, he brought me together with the person needing the partner in the field.” In 2006, Jürgo-
Sören Preden, still a doctoral student, TUT–Tallinn University of Technology, was involved 
as the best technology specialist for the CTO position. They tested many applications of 
sensors (Fig. 4, Table 2); Defendec became a member of R&D consortium of EU program, 
2008. Finally, security systems seemed most prepared for the implementation their ideas. A 
result was several patent applications. Real product development required much money.  


 
Figure 4. The entrepreneurial journey of Defendec 


In 2009, two Estonian venture capital companies Springcapital and WNB Project joined 
Defendec as investors. The order of the Estonian Border Guard Department was a 
breakthrough in the company’s development in 2009-10. Defendec defines the own product in 
the following way “Smartdec is a cost-effective and energy-efficient perimeter intrusion 
detection system that is used daily to thwart global threats of terrorism, narcotics smuggling, 
and human trafficking making it the technology of choice of border guards around the world”. 
Defendec was awarded as the fifth best promising start-up company in Europe by European 
Venture Summit (EEVC 2010) in December 2010.  


The Smartdec technology has proved its efficiency in protecting the border of the 
European Union and NATO countries detecting and signaling about the motions of illegal 
subjects in the border area. The tens of incidents were blocked in the early stage only during 
the year on the Estonian border. That has been a strong argument for new clients among the 
public and private institutions worldwide. Marketing and networking have included many 
personal contacts on military and space fairs and exhibitions, companioning the state visits of 
the President of Estonia and Prime Minister. From Defendec has spun off the system using 
“smart dust” technology for control of street lightening, Tartu city is using this energy-saving 
solution since 2013. Collaboration in another energy saving program with PowerCon Energy 
Systems, USA, started in 2011.  
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Table 2. Features of the entrepreneurial process and journey of Defendec 


Feature Description Remark 
Propositions Founders’ business, NPD, technology and R&D competencies 


and experience were complimenting each other  
Started in 2006, 
Tallinn, Estonia 


Intention Implementation of intelligent virtual sensors’ technology Initial idea, 2006-7 
Idea Development Testing technology in energy supply, roadway exploitation, 


military logistics; reaching wireless sensors networks, R&D 
EU FP7 consortium 
2008-2009, 2011 


NVI Remote premises surveillance technology, 2009 Patent applications 
Concept Development NPD: Smartdec, testing technology & system, 2008-2009 State order 2010 
Opportunity Confidence Smartdec product concept, 2009-10 Intern-al interest
Business Development Marketing; Launch of Smartdec; USA&Asian representatives 2010: 13 employees
Venture Launch Delivery of Smartdec system to Estonian Border Guard, 2010 State order 
Post-Launch Expanding market globally; sales: €1M in 2013; €2.2M, 2014  Profit 2014: €0.7M 
Beginning of the 
journey 


Idea of intelligent sensors 2005; Founding company 2006; 
Remote premises surveillance technology 2008 


Real start 2006? Re-
start 2008? 


Idea Idea has been in dynamic changes 2005-2009  R&D based 
Resources Capital available, EDF & Firepower Ventures: €1.2M, 2012   
Ecosystem TUT; Science Park; State order; advisors; seed capital: EDF  Developed  
Financial viability Although reached profit in 2014, no payback yet Reached partly
End of the journey No signs of end; accelerated growth yet Not yet 
Open Innovation Initial knowledge from US military public R&D domain  Inbound OI 
Sources: see Appendix 


Now Defendec has its offices or representation offices in Asia (Singapore) and the USA. 
Users of Smartdec are worldwide in 16 countries. The number of the employees grew to 20 in 
2013. Launching the company was the teamwork. Now, inside structure and functions of 
Defendec were arranged for more regular business. Two founding team members still work 
for the company focusing on the business growth. €2.2M turnover and the first profit €0.7M 
was achieved in 2014. The investors have not reached payback yet; profitability is the result 
of fast growth. There cannot see the end of the entrepreneurial journey for Defendec and their 
founders.  


4.3.GrabCAD – revolutionary of engineering industry 


Both founders Hardi Meybaum and Indrek Narusk were young (24) mechanical engineers 
founding their engineering services company Futeq in 2007 (Fig. 5, Table 3). Indrek Narusk 
described the start: “We run a small engineering services office back in the days, and as there 
was more work coming in than 2 of us could handle, we started thinking about how to expand. 
As everything around us is moving to the web, this seemed like the only option for us as well. 
So we started building the library as a first step”. Very soon they reached the idea to solicit all 
the engineers into the same virtual space to exchange resources, meeting the clients and to 
“grab” CAD designs and models. So, starting from the own needs as engineers the idea of 
GrabCAD was born. A three-page business plan was presented to Estonian Development 
Fund (EDF) at the end of 2009. Astrec Baltic and EDF made the first seed investment €260k 
into the new body GrabCAD in 2010. 


Free CAD 3D-models library was launched in September 2010. Engineers could share 
ready components and products there; this was the step enabling engineers to focus on unique 
technical solutions in the future. Further developments were very fast, although platform 
software development remained in Estonia, headquarter (HQ) of the holding company and 
business development unit moved to Boston in 2011. Engineering technology unit was settled 
in Cambridge, UK. These steps were necessary to be near to top level competencies, clients 
and funding. GrabCAD won competitions of SeedCamp and TechStars getting seed invest-
ment $1.1M in 2011, followed a $4M and $8.15M in 2012. Narusk left the company (2012). 







 


 


 
Figure 5. The entrepreneurial journey of GrabCAD 


GrabCAD became the cloud-based virtual collaboration environment for mechanical 
engineers and industry; appropriate means for that Workbench was launched in 2013. Its 
online community grew fast from 8000 engineers in June 2011 to one million users in January 
2014. CrabCAD has made much easier to find team members for engineering projects in the 
public domain and globalized collaboration of teams in private environments. It has shortened 
new product cycle reaching to markets up to 2-3 or even more times, linked new ideas to 
production. Biggest customers became General Electric and NASA.  


Table 3. Features and events of the entrepreneurial journey of GrabCAD  


Feature Description Remark 
Propositions Young engineers Hardi Meybaum and Indrek Narusk had 


already prior professional knowledge and competencies 
Started as engineers 
with Futeq, Tallinn 


Intention Interest in selling and rationalizing engineering services Initial idea, 2007 
Idea Development From own needs as service provider spun out crowdsourcing 


idea, first success cases
First seed funding 
€260k, 2010 


New Venture Idea 
(NVI) 


Initial CAD library idea transferred into virtual platform for 
collaboration and knowledge crowdsourcing 


 


Concept Development Public and private domains of the web platform, library 2010  
Opportunity Confidence Reached HQ moving to Boston 2011   
Business Development Engineering 2007; Platform 2009; Workbench 2013  
Venture Launch 1M users, success cases; Biggest client General Electric, 2014  
Post-Launch Acquired by Stratasys for ~$100M,  Sept. 2014    
Beginning of the 
journey 


Engineering firm startup 2007, crowdsourcing 2009, 
GrabCAD startup 2010  


Real start 2007? Re-
start 2010? 


Idea Idea has been in dynamic changes 2007-11   
Resources Capital available + crowdsourcing knowledge & collaboration  
Ecosystem State support 2010; seed & venture capital: Estonia & USA Developed, mature 
Financial viability Although initial investors are happy, payback for Stratasys not 


reached. Estonian unit profitable from HQ’s deals  
Potential value for 
Stratasys 


End of the journey Sales of firm 2014? Leaving by Meybaum Oct 2015?  2.5M users, 10/2015  
Open Innovation Open (crowd)sourcing of knowledge & collaboration platform OI platform 
Sources: see Appendix 


In September 2014 was announced that 3D printing giant Stratasys acquired GrabCAD, 
the value of deal supposed to be around $100 million. Investors were happy. The community 
of users in GrabCAD reached 1.5 million. It was the most outstanding start-up sales for 
Estonians after Skype. Hardi Maybaum stayed as the CEO in the company. His visionary 
management has led to the biggest change in engineering design last 20-30 years. He was 


Venture maturity 
Stage 


Intention 


New Venture 
Idea 


Opportunity 
Confidence


Venture Launch


Propositions 


Idea Development 


Concept 
Development 


Business 
Development 


Time 


P2007


2008


P2008


2012 2014 2015


Meybaum left 
GrabCAD


GrabCAD sold 
to Stratasys


HQ in 
Boston 
$1.1M 


investment


2011


$8.15M 
investment  


20132007 2009 2010


Workbench


Period of 
Futeq


Founding 
GrabCADEng. 


Design 
Service


Library 
concept







 


 


named “Businessman of a Year 2014” in Estonia by “Äripäev”. Although he continued in the 
company with the new owner we do not know was it a continuation of the entrepreneurial 
journey anymore. In October 2015, a press release announced that Meybaum left CrabCAD; it 
has already 2.5 million members (01/11/2015). He started a new job in the Cambridge office 
of the venture capital company Matrix Partners, USA. Matrix has been his advisor in his 
entrepreneurial journey with GrabCAD. 


5. Discussion and findings 


Three cases of high-technology Global start-ups demonstrate three different trajectories of 
reaching business idea, its development, and growth, but also three various combinations of 
constraints to growing. Quasi-experiment shows the utility of two interlinked models for 
mapping and analysis of the EP and journey. Although dynamic stage model (Fig. 1) of the 
EP remains simplified describing physical and mental components of the stages that aspect 
does not hinder recognition of their patterns in a live EP. True EP gives a variety of the 
entrepreneurial journeys. In the case of Mobi Solutions, it was complicated to follow the 
particular process of NPD which could be identified as a venture launch. Probably, that 
cannot be any product launch; most decisive should be counted. There could see many 
parallel processes launching different business ideas, not all sustainable. These were tested 
and sold on the market shorter or longer period, and there was no clear distinction to say that 
business idea was established. Therefore, two particular moments could identify as the launch 
of the idea: the decision to start in the mobile technology business in 2000 (before formal 
company founding), and decision to launch mobile payment platform “Every-Man M-
business” to the global market, 2006. As for global business was founded subsidiary Fortumo, 
then also theoretical proposition: one EP – one firm, is not valid. As the similar situation was 
met in GrabCAD (initial legal body was liquidated), then more valid is an opinion about ties 
between the entrepreneur(s’ team) and the EP. And, the entrepreneurial journey can include 
several/many launches before we can recognize maturity of the business.  


It is not easy to differentiate one particular product trajectory within many fast parallel 
NPD processes. These are not linear as could be thought from Fig. 3. All “up and down” leaps 
can be met as in the following cases. Sometimes such a leap takes some hours or days only.           


Start points for cases vary between different events, and in part depend on the experience 
of entrepreneurs. Although being success stories, the finish of their journey also is not 
identifiable clearly. Two of three routes of the EP (Mobi & Defendec) have achieved financial 
viability, although not all reached payback and the real potential value they could have. 
GrabCAD, a business that may be the biggest revolution in the engineering industry in past 20 
years, has been sold by founders-entrepreneurs for $100M. Moreover, Mobi Solutions, after 
13 years bootstrapping and reaching $30M turnover and high profitability, abandons part of 
independence in Fortumo by selling minority shares to the Global investors. What could 
define as the end of the entrepreneurial journey can be the start of next cycle of the EP.  


From the case of Defendec, we can see how entrepreneurs focus the idea and launch it in 
a particular field. Some years later they initiate the same technology idea in the next business 
areas. Here interruption and renewal of the idea phase is identified, although the idea has 
partly transformed.  


Observations from the EP and journey in generalized form are the following: (1) Trying 
to identify an idea (behind the Intention) as the start point we have a tricky situation as all the 
entrepreneurs had the perception about the future technology field, but not a business field 
yet. An idea was vague in the initial phase and became clearer in the learning and 
development process. (2) Start point of the EP and journey depends on the maturity of 
propositions possessed by the entrepreneur(s) in the particular, and on the maturity of 
technology and business domain generally. (3) There is no match between the (legal body of) 







 


 


firm and the EP and journey. There can run several parallel processes not depending on the 
firm frame, and the same process can permeate several related firms as show the cases of 
Mobi and GrabCAD. The cases show a big variance of idea period in the journey, but also 
long trajectories of learning, idea splitting, converge, and focusing. These paths depend in part 
on prior knowledge and other resources of entrepreneurs, and also, on the maturity of the 
ecosystem around startups and the influence of open innovation framework on their 
development. (4) The EP and journey within the company are substantially cyclic processes. 
The stages of the process can be repeated several times until the leading artifacts become 
mature to launch the business (venture). (5) There can take place several serial and parallel 
EPs during the journey. Every of these EPs can give viable outcome – launch of 
product/service. Which of these are interim processes and outcomes, can be identified 
afterward. (6) End of the entrepreneurial journey can be defined by the ownership and 
involvement of the entrepreneur as the main hero driving the search for new opportunities. A 
behavioral model of the person is main characteristics of that.      


Further process aspects, the cases also give patterns of strategic meaning for the hi-tech 
start-ups. Some of their characteristics are intrinsic for all of them; some are distinctive. (1) 
The novelty of the business idea and contribution to existing technology and BM 
development. That was proved with the patented technology of Defendec as well by others. 
Although according to European patenting traditions many software solutions are not 
patentable, Mobi Solutions and GrabCAD used their first-comer competitive advantage to 
reach success. (2) Three start-ups started more or less as service providers starting from the 
initial competencies, learning and earning money for NPD, and improving the idea. 
Depending on the availability of seed (angel) investment two later starters enjoyed additional 
private funding, all they used public support and orders for R&D. (3) Being SMEs they all 
created representation offices globally. Globalization is the practical rule for hi-tech SMEs 
because the attractiveness of global market as well as the need to cover spending of R&D. (4) 
Ownership and location of the HQ of the risk-capital-packed start-ups depend partly on the 
origin/location of the capital, but also on sources of competence and location of principal 
customers as seen from the case of GrabCAD. (5) Fed by OI framework including public 
R&D and knowledge domain these start-ups contributed to OI themselves through their 
technology platform and partly the BM. Fortumo’s BM platform opens new opportunities for 
many (new) businesses worldwide. GrabCAD’s knowledge and competencies’ crowdsourcing 
platform opens new perspectives for engineering design, collaboration and production chains 
for the industry. Defendec’s public results of R&D for EU project and patents altogether 
contribute to current technology level worldwide.  


6. Conclusions and implications 


The findings of the paper support the contention of McMullen & Dimov (2013) that value 
creation desire is the only constant feature throughout the entrepreneurial journey; others can 
repeatedly appear and disappear although embedded in the experience of entrepreneurs. 
Moreover, entrepreneurial journey as the multifaceted process can run over again (several 
times) as an organic cycle of renewal of the business. Entrepreneurs-innovators and their 
behavioral model are behind the entrepreneurial journey as value creation process. Value 
creation can be seen the primary driver of the entrepreneurial process and journey. Especially 
in high technology small firms, entrepreneur, launching a new venture may not enjoy the 
market success of his/her ideas. Usually expensive R&D, NPD, and business development 
processes require involving seed and venture capital investors urging payback. The successful 
launch of the company means the need to sell it in different forms: directly or by IPO. 
Bootstrapping as it experienced by Mobi Solutions seems more exception than the rule, as 
usually an entrepreneur cannot enjoy a six-seven years product development period in IT and 
e-business sectors.   







 


 


There is not defined the match between the entrepreneurial process and journey although 
each other related processes. Entrepreneurial process is understood as launching a new 
venture or exploitation of an opportunity originating from the idea developed within the 
process. In that context, entrepreneurial and innovation processes are identical (Brem 2011). 
Entrepreneurial journey as interpreted by McMullen and Dimov (2013) could end with 
financial viability or launching product or another similar event. As seen from the cases, the 
entrepreneurial journey can include several entrepreneurial (product or venture launch) 
processes or even not to reach positive cash flow or profitability although value is created. 
What is the relation between the entrepreneurial journey and process could be an issue for 
further theoretical analysis.         


We believe that this paper makes two essential contributions to entrepreneurship research 
and practice. First, it proposes and tests a new model of the entrepreneurial process and 
journey in their natural linkages. Empirical patterns of these processes support theoretical 
models and encourage to continue investigation the scope and implications of models. 
Second, new original empirical findings on the entrepreneurial journey are the basis for 
recommendations improving support system of (technology) venture creation and 
entrepreneurship policy, and also contribute to entrepreneurship training.   
1 That is the doctrine implemented in the patent law. 
2 E.g., individual and organizational learning, the resource-based view of the firm, dynamic capabilities, 
knowledge and competence management, motivation, personality and behavioral theories, entrepreneurial 
ecosystem, etc. 


Appendix: Sources used for compilation of case studies 


Curran, B.M., http://www.draftingservices.com/blog 
Defendec, http://www.defendec.com 
Director, http://www.director.ee 
e-Business Register, https://ariregister.rik.ee (annual reports) 
Eesti Ekspress, http://ekspress.delfi.ee 
EER – Estonian Public Broadcasting, http://news.err.ee 
EDF – Estonian Development Fund, http://www.arengufond.ee 
Estonian world, http://estonianworld.com 
Fortumo, https://fortumo.com 
GrabCAD, https://grabcad.com 
Inseneeria, http://www.inseneeria.ee 
Linkedin, https://www.linkedin.com (public biographies) 
Mobi Solutions, http://www.mobisolutions.com 
Postimees, http://www.postimees.ee 
Rannu, R., https://rainrannu.backpackit.com/pub 
TechCrunch, http://techcrunch.com 
Õpilasest Ettevõtjaks, http://www.ettevotja.ee 
Äripäev, http://www.aripaev.ee 
Interviewees: J.Tamm, J.-S.Preden, V.Raime, R.Rannu, G.Kodres, M.Koppel, I.Narusk, 


H.Meybaum  
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Linking internationalization age and speed in Swiss SMEs 
 
Abstract 
Academic research is currently paying more attention to the time and speed aspects of the 
internationalization process. In line with this development, this study investigates the role of 
internationalization age and its impact on internationalization speed. It investigates as the 
main research problem the very impact that early versus late internationalization has on 
foreign sales’ subsequent growth and on the number of countries served once companies have 
decided to diversify geographically. The study’s emphasis is not restricted to the immediate 
post-entry speed of internationalization, but takes a longitudinal view as well. New data from 
a sample of Swiss SMEs provides evidence of a path dependency. The older an SME when it 
first expands abroad, the slower its subsequent internationalization speed. Internationalization 
age’s negative impact does not lessen in the short or mid-term, but even affects Swiss SMEs 
in the long term.  
 
Keywords: Internationalization, small-and-medium-sized enterprises (SMEs), 
performance, Switzerland 


 
INTRODUCTION 


 
Larimo (2003) outlines that most of the theoretical foundations of foreign activities, or 
internationalization in general, originally had large multinational enterprises in mind. In most 
economies, though, a substantial number of small and medium sized enterprises (SMEs) 
expand abroad (e.g., Coviello & McAuley, 1999), leading to a growing body of research (see 
Schweizer, 2012, for an extended overview). Newer research streams investigate born globals 
(e.g., Knight & Cavusgil, 1996), international new ventures (e.g., Oviatt & McDougall, 1994), 
and international entrepreneurship (e.g., McDougall & Oviatt, 2000). Besides focusing on the 
different corporate sizes and on the organizational life-cycle phases, these newer research 
streams emphasize the time and speed considerations differently.  


Our research is in line with these two developments by focusing on SMEs and time 
aspects. Contractor (2007), for example, lists the advantages of geographical expansion 
abroad, which, besides the obvious additional sales, include: a) learning advantages, b) the 
utilizing of cheaper inputs, c) the leveraging of firm-specific advantages or assets in foreign 
markets, d) market power gains, e) positive scale and scope effects, and f) the spreading of 
risks and the limiting of volatility. Logically, these advantages should result in early, rapid, 
and extensive internationalization and globalization at all levels in order to reap the benefits. 
Simultaneous, foreignness has its liabilities (Zaheer & Mosakowski, 1997), such as having 
greater problems with survival than the domestic firms. Studies on the internationalization-
performance link are therefore highly inconsistent (Glaum & Oesterle, 2007). This study 
sheds light on the crucial role of time and speed as potentially decisive factors in ensuring 
sound internationalization performance. More preparation time might enhance the capability 
of handling its international activities. Conversely, more ‘wasted’ time could cement domestic 
ways of doing business.  Emerging routines might be hard to change and totally contrary to 
what is needed internationally to succeed. The central research question in this paper is thus: 
What impact does the internationalization age, i.e. the length of time a company waits before 
expanding abroad, have on the speed with which foreign expansion materializes 
subsequently?  


The paper is organized as follows: The next section defines the key constructs before 
reviewing the established body of knowledge on internationalization age and on the speed of 
internationalization. Hypotheses are then derived to link these two constructs and to prepare 
for the empirical tests. In respective of the latter, the ensuing methodology section outlines the 







 
 


chosen approach to address the research question of how internationalization age impacts 
internationalization speed. This section outlines where the data was gathered and how the 
variables were measured. Thereafter the results are presented and discussed. Before 
concluding, we outline the main limitations critically and link them to suggestions for further 
research.  
 
 


THEORETICAL FOUNDATIONS 
 
Definition of key constructs 
Internationalization: It traditionally addresses firm dynamics, which often start with the 
process “by which firms increase their awareness of the influence of international activities on 
their future, and establish and conduct transactions with firms from other countries” 
(Beamish, Morrison, & Rosenzweig, 1997: 3). Internationalization thus refers to the “process 
of increasing involvement in international operations” (Welch & Luostarinen, 1988: 36) and a 
series of events over time (Johanson & Vahlne 1990; Leonidou & Katsikeas, 1996). These 
definitions allude to the very traditional, but increasingly questioned stage models, according 
to which firms expand abroad slowly and incrementally (Johanson & Wiedersheim-Paul, 
1975; Johanson & Vahlne, 1977; Vernon, 1966). Oviatt and McDougall (1994) argue in favor 
of emerging international new ventures skipping stages, even without sufficient experiential 
knowledge. This new phenomenon of emerging, more rapidly internationalizing companies 
was variously labeled as global startups (Oviatt & McDougall, 1995), instant global 
entrepreneurship (Katz, Safranski, & Khan, 2003), international new ventures (McDougall, 
1994; Oviatt & McDougall, 1994), and early internationalizing firms (Rialp, Rialp, & Knight, 
2005). In light of the shortcomings of the earlier definitions, we understand 
internationalization as less stage oriented and less limited to the (initial) dynamic, 
evolutionary strategy process entailing multinational organizations’ sophisticated 
organizational patterns (Melin, 1992). In short, we understand internationalization as a 
multidimensional phenomenon which affects the entire organization (Perlitz, 2000; Korhonen 
1999).  


SMEs: European law defines them as employing less than 250 people, generating a 
turnover of up to 50 million Euros, or publishing a balance sheet total of up to 43 million 
Euros (see European Commission, 2003). While acknowledging the three-partite 
comprehensive view in general, we, in the context of this research project, simplify our 
understanding of an SME as an organization with less than 250 employees. 


Internationalization age and speed: The extent, scope, and speed are inarguably key 
dimensions of internationalization (Zahra & George, 2002). Especially the time dimension 
needs a more careful delineation than past research provided. Speed has too frequently been 
understood as the elapsed time between the company’s inception and its first expansion 
abroad (Oviatt & McDougall, 2005; Riap et al., 2005). More accurately, this period is defined 
as the internationalization age (Cellard & Prange, 2008). As Casillas and Acedo (2013) argue, 
strictly speaking, this view refers more to the pre-internationalization than the actual 
internationalization phase as such, which, they argue, remains under-investigated. According 
to these authors, speed refers to the length of time within which a certain target or result is 
achieved. Speed thus generally refers to a quotient with an indicator of time in the 
denominator.  


Welch and Luostarinen (1988) underline the multidimensionality of 
internationalization when referring to potentially affected aspects, such as the operation 
methods (the ‘how’), the objects for sale (the ‘what’), the markets (the ‘where’), as well as the 
organizational capacities, the personnel, the organizational structure, and last but not least, the 
financial dimension. The ensuing options space for quotients to measure speed could thus be 
quite rich. By depicting internationalization in line with Zahra and George (2002) and with 







 
 


the help of the extent, scope, and speed, Casillas and Acedo (2013) define three dimensions of 
speed. These dimensions have to be treated independently as they do not necessarily correlate 
perfectly at all times. First, the speed of international growth can be defined as the increase in 
the sales generated abroad over time. A sub-case would be the set of firms which merely 
export. Bonaccorsi (1992) refers to the speed as the growth in the export intensity between 
two moments in time. Second, the speed of the increased commitment of resources to foreign 
activities may refer to the growth in the proportion of assets or employees in foreign markets. 
Third, alternatively, the speed of internationalization may refer to the growth in the breadth or 
dispersion of international markets. Beyond the number of markets or continents, this could, 
as Sullivan (1994) outlines, also include the cultural or physical distance in relation to the 
domestic market.  
 
Literature review of speed in the internationalization process 
Eden (2009) criticizes related studies for too frequently emphasizing the ‘why,’ ‘where,’ and 
‘how’ of internationalization, while not paying sufficient attention to the ‘when.’ Yet, as 
George and Jones (2000) argue, any ‘true’ theory must explicitly include time. Similarly, 
Andersen (1993; 1997), Zahra, Ireland, and Hitt (2000), Coviello and Jones (2004), and Jones 
and Coviello (2005) call for a stronger incorporation of the role and influence of time into 
internationalization research. Casillas and Acedo (2013) recently presented a thorough review 
of the antecedents and features of internationalization speed. Most studies, though, adopt a 
partial view at best, selecting one or a few of the determinants of speed, for example, on the 
individual, inter-organizational, or firm level. The factors influencing the speed, which often 
focus on the initial trigger of internationalization, have emerged as an active stream of 
research (e.g., Acedo & Jones, 2007; Oviatt & McDougall, 2005). The most common research 
emphasizes the link between the entrepreneur’s mindset and orientation (e.g., Nummela, 
Saarenketo & Puumalainen; 2004, Ripolles-Meliea, Menguzzato-Boulard, & Sanchez-
Peinado, 2007). In addition, the field is currently increasingly embracing the conditions 
fostering opportunity recognition (Acedo & Jones, 2007). Further, research on the individual 
level has also shed light on the role of education abroad and international work experience 
(e.g., Bloodgood, Sapienza, & Almeida 1996), as well as on the role of an international or 
global vision (e.g., Oviatt & McDougall, 1994). The following interorganizational factors 
have been considered as impacting the speed of internationalization: social networks (e.g., 
Oviatt & McDougal, 1994; Johanson & Vahlne, 2009), international alliances and joint 
ventures (Yu et al., 2011; Femhaber, et al., 2009), as well as rivalry and imitation (e.g., Yu & 
Cannella, 2007). At the firm level, we find studies on the resources (e.g., Zahra & George 
2002; Zahra et al., 2000), the age of the company (e.g., Reuber & Fisher, 1997; Zahra et al., 
2000), and on the location (e.g., Westhead et al., 1998; Zahra & George, 2002).  


Beyond these more structured views, other studies have acknowledged more 
accidental, chaotic, or merely explorative factors affecting the speed of internationalization 
(Knudsen & Madsen, 2002; Mockaitis, Vaiginienfo & Giedraitis, 2006). Critical incidents, 
such a unexpected international opportunities, exchange rate changes, and drastically 
deteriorating market conditions can, according to Bell et al. (2001) and Oesterle (1997) 
Schweizer (2012) adds the depiction of merely “muddling through” while Chandra et al.’s 
(2009) emphasize effectuation in contrast to a clean, rational, calculated process.  


While the literature on the factors influencing speed is thus broad and continues to 
grow, clear, empirically substantiated insights lack. Few scholars mostly link the pre-
internationalization phase to later diversification abroad, often without convincing empirical 
insights but with a call for further analysis. Autio et al.’s (2000) study is limited to high-
technology firms and leads to inconclusive results regarding what catalyzes subsequent 
internationalization growth, with the author again calling for more research on the topic. 
Prashantham and Young (2011) reinforce this call in their purely conceptual paper on post-
entry speed, which is limited to international new ventures that rapidly expand abroad and 







 
 


thus lacks an inclusive overview of all SMEs – a gap that our paper aims to address. Sapienza 
et al. (2006) also do not go beyond conceptual propositions.  


Another gap emerges. Even studies dealing with ‘rapid’ internationalization (e.g., 
Freeman, Edwards, & Schroder, 2006) lack a concrete and holistic conceptualization and 
measurement of speed. There is also a striking emphasis on comparisons between static 
observations, even when researching ‘accelerated’ internationalization (Mathews & Zander, 
2007). When speed matters explicitly in studies, researchers often emphasize the time span 
between a company’s inception and its initial venture abroad (Oviatt & McDougall 2005; 
Rialp et al. 2005; Zahra & George, 2002). 


Performance and survival threats are generally not relevant for all companies. 
However, they do matter for companies in Switzerland, as they are key representatives of a 
small and open economy (SMOPECs) (Laanti, McDougall & Baume, 2009). The limited 
domestic market potential leaves Swiss firms with few other options than to expand abroad. 
Deepening our understanding of how companies from SMOPECs diversify internationally is 
therefore a crucial research field. SMEs dominate the population of Swiss companies, 
accounting for 99.7% of private businesses, and two-thirds of all employees work for an SME 
(Habersaat, Schönenberger & Weber, 2001). As Larimo (2003) argues, most of the theoretical 
foundations of foreign direct investments, or internationalization in general, were originally 
based on large multinational enterprises. Adding more insights into SMEs is thus particularly 
relevant for Swiss companies, especially as their internationalization performance is not just 
positive. Ruigrok, Amann, and Wagner (2007) maintain that after an initial positive slope, 
performance deteriorates before it recovers, only to deteriorate again, thus forming an M-
shaped internationalization performance pattern. The authors believe that internationalization 
patterns cannot be generalized across all countries of origins, but are indeed country specific.  


In sum, our study aims to bridge the identified gaps by focusing on the SMOPEC 
setting, in which most of the companies are SMEs and therefore depend on a successful and 
well understood internationalization process. We investigate the impact of internationalization 
age on internationalization speed, not just in respect of international new ventures and in the 
short term, but regarding all SMEs and various timeframes.  


 
 
Propositions and hypotheses 
Conceptually, our propositions and hypotheses build on the broader notion of age liabilities 
(Cellard & Prange, 2008) in terms of lower international orientation, different capabilities, 
inertia, and risk. Early internationalization imprints younger firms with the dynamic 
capability to explore opportunities abroad (Hannan, 1998). International markets appear less 
challenging (Autio et al. 2000). Specialized capabilities ensue for swifter adaptation to an 
international business (Sapienza et al., 2006), which differ from what domestic markets 
require.  In turn, Knudsen and Madsen (2002) argue that late internationalizers’ accumulated 
body of knowledge actually has an adverse effect as it limits growth. Based on this liability 
logic, we identify the fundamental research problem as follows: 
 


 
Does internationalization age have an impact on internationalization speed? 


 
An interesting question ensues. Would this path dependency only impact 


internationalization speed in the short term? Teece (2007) and Wang and Ahmed (2007) argue 
that speed is contingent on dynamic capabilities. Hedlund (1994), on the other hand, argues 
that building an international organization is a complex task. According to Barkema and 
Vermeulen (1998), structures and control mechanism need considerable adaptation when 
firms venture abroad. Previously resources, such as knowledge and capabilities, are often 
linked to managers wishing to avoid risks, decreasing the speed of reaction, increasing the 







 
 


cost of change, and, according to Erikson and Chetty (2003), limiting the ability to innovate. 
Accelerating a firm’s innovative efforts is by no means risk free, as late internationalizers’ 
higher internationalization speed leads to a notable exposure to internationalization liabilities 
if they have limited time to adapt (Vermeulen & Barkema, 2002). Next to inertia, there is a 
risk of a misfit between  available and needed capabilities. The knowledge gains of those 
companies which do not internationalize early on in their lifecycles tend to be incremental and 
slow, which is in line with the stage-wise internationalization theory (Johanson & Vahlne, 
1975). Consequently, we propose the following:  


 
Proposition 1: Internationalization age has a negative impact on 
internationalization speed in the short term 
 
Proposition 2: Internationalization age has a negative impact on 
internationalization speed in the mid-term 
 
Proposition 3: Internationalization age has a negative impact on 
internationalization speed in the long term 


 
In order to divide these propositions into a more measurable and testable structure, we 
formulate six hypotheses. As outlined in detail in the ensuing method’s section, 
internationalization speed can be measured in various ways, of which the key ones are the 
increase in sales generated abroad in relation to the total sales and the number of countries 
served. Figure 1 depicts these hypotheses graphically.  
 


Hypothesis 1a: In the short term, internationalization age has a negative impact on 
the foreign sales to total sales ratio. 
 
Hypothesis 1b: In the short term, internationalization age has a negative impact on 
the number of countries served. 
 
Hypothesis 2a: In the mid-term, internationalization age has a negative impact on 
the foreign sales to total sales ratio. 
 
Hypothesis 2b: In the mid-term, internationalization age has a negative impact on 
the number of countries served. 


  
Hypothesis 3a: In the long run, internationalization age has a negative impact on 
the foreign sales to total sales ratio. 
 
Hypothesis 3b: In the long run, internationalization age has a negative impact on 
the number of countries served. 


 
--------------------------------- 


Insert Figure 1 about here 


--------------------------------- 


METHODS 
Sample 


We relied on a quantitative research design to gather empirical evidence and address the 
research question. A structured survey between March and May 2013 forms the empirical 







 
 


foundation. Given Switzerland’s language diversity – there are four different languages -, 
multilingual researchers ensured the accuracy of the questions in the different languages. 
Switzerland has a total of approx. 311,000 firms that can be defined as SMEs (Bundesamt für 
Statistik, 2008). Given that about 14% of these Swiss SMEs export (Jaeger & Thoeni, 2008), 
the total population of exporting SMEs is approx. 44,000 companies. Initially, these SMEs 
were categorized according to their distribution across the different cultural, linguistic, and 
economic regions of Switzerland. Subsequently, maintaining the relative weight of each 
category, 8,000 Swiss SMEs were randomly selected and surveyed – hence, almost 20% of 
the total exporting SMEs. In each of the selected 8,000 SMEs, the survey targeted the CEO 
and since the questions specifically required high-level insights, delegation was almost 
impossible.  


 


Measures 


Internationalization age refers to the number of years between a company’s foundation 
and the year of its initial expansion abroad. Internationalization speed, in turn, has no 
established conceptualization or measurement tradition (Casillas & Acedo, 2013). This study 
adopts two complementary ways, namely the current ratio of foreign sales to total sales in 
relation to the number of years needed to achieve this level of internationalization and the 
number of foreign countries currently being served in relation to the number of years that a 
company has been active internationally. 


The survey inquired about the internationalization’s progress one, three, and five years 
after the firm’s initial internationalization, the number of years of international activities, and 
the results at the end of 2012: S1FSTS refers to the growth in terms of foreign sales relative to 
the total sales after one year of internationalization. S1Countries addresses the number of foreign 
countries served after one year of international activities. The following measures are each 
defined accordingly. In respect of the three-year time horizon, we define internationalization 
as S3FSTS and S3Countries, while: 
 


S3FSTS = FSTS/Within 3 years of international activities 
S3Countries= Number of foreign countries/Within 3 years of international activities 


 
In respect of the five-year time horizon, we define:  
 


S5FSTS = FSTS/Within 3 years of international activities 
S5Countries= Number of foreign countries/Within 3 years of international activities 


 
In respect of the entire sample in general, we define:  
 


SGFSTS = FSTS/ Number of years of international activities 
SGCountries= Number of foreign countries/Number of years of international activities 


 
Two sub-samples were formed to analyze the mid-term to long-term impact. The first 


sub-set A portrays the number of years active in international business over a period of six to 
ten years. Therefore, S6-10FSTS and S6-10Countries are defined as follows:  
 


S6-10FSTS = FSTS/The number of years of international activities 
S6-10Countries= Number of foreign countries/ Number of years of international activities  
 
Sub-set B agglomerates all those companies with at least 21 successive years of 


foreign sales. Therefore, S21+FSTS and S21+Countries are defined as follows: 







 
 


 
S21+FSTS = FSTS/Number of years of international activities  
S21+Countries= Number of foreign countries/Number of years of international activities 
 
We furthermore controlled for two effects: on the one hand, we introduced a control 


variable based on the size of the company. Since the previously mentioned organizational 
inertia may actually materialize more in larger companies, we introduced staff size (ln staff), 
as the first control variable. We also accounted for potential industry effects as suggested by 
Deng and Jean (2013). Industries were included as binary dummy variables.  


In our regression analysis, two internationalization speed proxies served as the 
dependent variable, with internationalization age serving as the independent one. Altogether, 
we investigated internationalization speed with reference to six points in time: one year after 
initially crossing the country borders, three years, five years, and six to ten years, the period 
from 21 years onwards after the first international expansion, and a general view of the entire 
sample.  


 
RESULTS 


Our survey yielded 460 returned questionnaires, an actual response rate of 5% Table 1 
summarizes the descriptive statistics. The average participating company employs 27 people, 
generates 57% of its sales abroad, and serves close to 15 countries on more than two 
continents. On average, more than eight years passed before venturing abroad. Companies in 
the sample portray 22 years of international activities. Regarding key represented industries 
are manufacturing (61.5%), health care (6%), and ITC (5%). No sample selection biases 
(industries, size, regional distribution) were found.  
 


--------------------------------- 


Insert Table 1 about here 


--------------------------------- 


 
Table 2 provides the details of the regression analysis of the various tested hypotheses. 


Based on the indicated significance levels, we find anactual  impact of internationalization 
age on the subsequent internationalization speed once companies have decided to diversify 
geographically. This holds true for both selected measures that depict internationalization 
speed. The later firms start to venture abroad, the slower international sales grow and the 
fewer the foreign countries served. Table 2 reveals that internationalization age impacts 
internationalization speed right after the initial steps abroad. This impact is negative. 
Therefore, our hypotheses can be confirmed in respect of the internationalization speed 
measures, as well as all three the short-term timeframes shedding light on the 
internationalization speed one, three, and five years after firms’ initial venturing abroad. By 
and large, the industry does not affect these results. Slight upward or downward adjustments 
have to be made for the linear link between the internationalization age and speed for a 
maximum of two industries in each of the shown models. As the second control variable, the 
number of employees shows a significant effect in seven of the 12 models summarized in 
Table 2. The results are inconsistent across the models regarding the positive or negative 
nature of the staff size. In the one, two, and three-year view, the company size negatively 
impacts the speed with which the foreign sales, as a share of the total sales, grow. In contrast, 
we note a negative link regarding the number of countries served.  
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Insert Table 2 about here 


--------------------------------- 


 
Two sub-samples were formed for the analysis of the mid-term to long-term impact. 


Sub-set A portrays the number of years active in international business for a period of six to 
ten years. 143 companies in this sample fulfilled this criterion. Sub-set B agglomerates all 
those 267 companies with at least 21 successive years of foreign sales. Table 3 summarizes 
the descriptive statistics of these two sub-sets of the larger sample in this study. The previous 
results repeat themselves sub-samples A and B.. The age at internationalization negatively 
impacts both the speed of FSTS growth, as well as the increase in the number of countries 
served. This holds true for the mid-term view, which comprises the period six to 10 years 
after the initial internationalization, as well as the long-term impact of 21 years and more.  
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DISCUSSION 


This study provided – according to our best knowledge – the first empirical quantitative 
evidence of internationalization speed negatively affecting internationalization speed in the 
short, mid, and long term, as well as specifically emphasizing Swiss SMEs. We furthermore 
confirmed that this internationalization age liability is not only a short-term effect, but can 
even impact firms decades later. This is by no means a tautological result, as the academic 
literature has provided several arguments which enrich and complexify the discussion. One 
core argument refers to absorptive capacity, which Cohen and Levinthal (1990) refer to as a 
dynamic capability relating to the ability to acquire and assimilate knowledge and 
capabilities. Cellard and Prange (2008) reason that late internationalizers may rely on their 
established knowledge base to expand abroad. Prior learning, even if this took place in a 
domestic market, can be a reference point and can develop absorptive capacity. Late 
internationalizers may utilize actual, not just potential, absorptive capacity, which has to be 
developed first. Cellard and Prange, referring to Wagner (2004), argue that the restructuring 
efforts that a fastinternationalization requires, may actually wear out firms’ absorptive 
capacity and over-exhaust young firms’ capacities to develop the required structural 
adaptation capabilities. The lack of an incubation phase may well leave early 
internationalizers more vulnerable. In contrast, Podolny (1993) outlines that older firms could 
benefit from a positional advantage and legitimacy. More resources in a variety of forms, 
whether financial stability, brands, trust, or the stabilizing stream of funds from domestic 
operations, can help trigger more daring moves and reduce the liabilities of newness 
mentioned by Aldrich and Fiol (1994).   


There are two main implications for theory. The stage-wise internationalization 
literature has been increasingly questioned by the emergence of more rapid 
internationalization. This literature was basically accused of no longer being timely, of being 
too reactive, of possibly applying to a point in time when – decades ago – liberalization was 
not at today’s level and made diversification abroad more challenging. International new 
venture theory became the more modern theoretical foundation, complementing – if not 
threatening to dominate – the stage-wise logic (Autio, 2005). The data in this study 
strengthens the argument that the latter still has explanatory power even in today’s world. The 
majority of companies, two-thirds in this study, did not follow rapid expansion, which 







 
 


explains why we should not only focus on born globals, which – as ‘odd fellows’ – may be a 
newer and increasingly wide-spread phenomenon. We still need to devote attention and 
resources to studying more incremental ways of expanding abroad. This not only needs to be 
substantiated by investigating the factors that explore a fast, at times even precipitated, 
diversification across national boundaries, but also with more research on potential versus 
actual absorptive capacity, on learning and its link to routines, on routines and their links to 
inertia, and the nature of this inertia. This implication of an ongoing conceptual and 
theoretical quest for more insights and frameworks needs to eventually lead to a better 
understanding of how to deal with ‘balance sheets’ of the assets and liabilities of newness, 
age, and internationalization (see Kotosaka, 2011). Knowing and acknowledging individual 
balance sheet items differ from identifying the bottom line, for example, with a force field 
analysis and more advanced models.  


There are implications for practice, too. This study offers practitioners an opportunity 
to reflect. The faster a company internationalizes, the sooner learning opportunities occur. 
Delaying expansion abroad, thus foregoing sources of learning and adaptation to international 
markets, impedes the future internationalization speed. Executives internationalizing late, may 
thus well create challenges for their successors.. As the majority of Swiss companies are 
SMEs, and Switzerland is a SMOPEC, the results of this study bear a significant message: If 
opportunities can only emerge from abroad in the long term, delaying the kick-off of 
international learning opportunities may have clear-cut negative long-term repercussions. 
Agglomerating this effect across the majority of Swiss SMEs, Switzerland as a whole would 
forego substantial opportunities the later its companies embark on their initial 
internationalization. Universities, business schools, industry associations, banks, unions, and 
policy-makers should be aware of the potential for SMEs abroad, and of the downside of a 
late internationalization age.  
 
Limitations and suggestions for future research 
This study is not exempt from limitations. While the conceptualization of internationalization 
age as a variable is rather straightforward, there are many more ways to measure 
internationalization speed. Selecting fewer measures for the speed of internationalization is 
not uncommon (see Cellard & Prange, 2008). Future studies can depict the speed of 
internationalization in both similar and different ways, allowing for additional learning on 
these measures. Casillas and Acedo (2013) provide a comprehensive overview on the possible 
ways of measuring speed, for example, in terms of a) the speed of change in the international 
commercial intensity, b) the speed of change in the commitment of foreign resources, and c) 
the speed of change in the breadth of the international markets. Our study utilizes one 
measure from type a) and one from type c) to gain new insights into new empirical data. 
Future studies could thus delve deeper into type c) measures in addition to other measures of 
type a) and c).  


The second limitation resides in the question whether companies with a substantially 
higher internationalization age are not just culprits, but also victims of their environment. 
Liberalization, as well as the means to internationalize more easily, has characterized the 
more recent past. It may well be easier to internationalize currently than it was decades ago. 
Hence, older companies versus younger companies as an influencing factor of 
internationalization age, internationalization speed, as well as the link between these two 
variables deserves further research.  
 The third limitation addresses the omission of performance implications from the 
analysis. Performance is likely to be affected, as speed impacts the capabilities being built 
(Kotosaka 2013). It may well be that the majority of Swiss SMEs, and beyond, have good 
reasons for their late internationalization age and their subsequently slower 
internationalization speeds. Adding the performance variable to the analysis differentiates the 
analysis further. This holds true for the enrichment of the conceptual link between 







 
 


internationalization age and speed. Casillas and Acedo (2013) call for more multilevel 
analysis, including individual, inter-firm, and firm-level factors impacting the 
internationalization speed, and for the identification of performance implications. These 
authors argue that internationalization speed ought to be investigated both ways, as a 
dependent and independent variable. Future studies are encouraged to find conceptual and 
empirically feasible solutions for the strong demand for more holistic frameworks, beyond 
those that this study offers, thus identifying the main pattern between the internationalization 
age and speed in the short term, mid-term, and long term.  


 
CONCLUSION 


Research has not paid sufficient attention to discovering the impact of internationalization age 
on internationalization speed. Only recently, with the emergence of the born global 
phenomenon, along with the underlying conceptual foundation of these new international 
ventures, has more attention been directed towards understanding related patterns of time 
more thoroughly. Various theoretical arguments can be made for a higher internationalization 
age being beneficial, while also bearing risks at that time. Previous research has frequently 
remained conceptual regarding the proposed patterns between internationalization age and 
speed, as well as leaving the question of how the constructs added to the analysis should be 
conceptualized wide open. The few empirical studies often led to inconclusive results and 
focused on a small sub-group of companies, for example, only those in the high-technology 
sector. This paper focused fully on identifying the main pattern between internationalization 
age and speed first. It established that the age liabilities do not wear off easily in the short or 
even mid-term. We relied on a combined learning, capability, and population ecology view to 
argue our case and derive hypotheses regarding the negative impact of internationalization on 
the future internationalization speed. These results show selected size and industry effects, but 
are generalizable across Swiss SMEs.   
 


 
References 
Aldrich, H., & Fiol, M. 1994. Fools Rush In - The institutional context of industry creation. 
The Academy of Management Review, 19(4): 645-670. 
Acedo, F., & Jones, M. 2007. Speed of internationalization and entrepreneurial cognition: 
Insights and a comparison between international new ventures, exporters and domestic firms. 
Journal of International Business Studies, 42(3): 236–252. 
Andersen, O. 1997. Internationalization and market entry mode: a review of theories and  
conceptual frameworks. Management International Review. 37(2), 7-42.  
Andersen, O. 1993. On the internationalization process of firms: A critical analysis.  
Journal of International Business Studies, 24(2): 209-231.  
Autio, E., Sapienza, H. J., & Almeida, J. G. 2000. Effects of age at entry, knowledge  
intensity, and imitability on international growth. Academy of Management Journal, 43(5): 
909-924. 
Autio, E. 2005. Creative tension: The significance of Ben Oviatt's and Patricia McDougall's 
article ‘Toward a Theory of International New Ventures’. Journal of International 
Business Studies, 36(1): 9-19. 
Barkema, H.G., Shenkar, O., Vermeulen, F., & Bell J. H. J. 1997. Working abroad, working  
with others: How firms learn to operate international new ventures. Academy of  
Management Journal, 40(2): 426-442. 
Barkema, H.G., & Vermeulen, F. 1998. International expansion through start-up or 
acquisition: a learning perspective. Academy of Management Journal, 41(1): 7-26. 
Beamish, P., Morrison, A., & Rosenzweig, P. 1997. International management - text  
and cases. Homewood, Irwin. 







 
 


Bell, J., Mcnaughton, R., & Young, S. 2001. 'Born-again global' firms: An extension to the 
'born global' phenomenon. Journal of International Management, 7(3): 173-189. 
Bell, J., Mcnaughton, R., Young, S., & Crick, D. 2003. Towards an integrative model of 
small firm nternationalisation. Journal of International Entrepreneurship, 1(4): 339- 
362. 
Bonaccorsi, A. 1992. On the relationship between firm size and export intensity. Journal 
of International Business Studies, 23(4): 605-636. 
Casillas, J., & Acedo, F. 2013. Speed in the internationalization process of the firm. 
International Journal of Management Reviews, 15(1), 15-29. 
Cellard, S., & Prange, Chr. 2008. How do age and speed of internationalization affect foreign 
growth. Paper presented at the Academy of Management, Anaheim.  
Cohen, W., & Levinthal, D. 1990. Absorptive capacity: A new perspective on  
learning and innovation. Administrative Science Quarterly, 35(1): 128-152. 
Coviello, N. E., & Jones, M. 2004. Methodological issues in international  
entrepreneurship research. Journal of Business Venturing. 19(4): 485-503. 
Coviello, N. E., & McAuley, A. 1999. Internationalisation and the smaller firm: A review of 
contemporary empirical research. Management International Review, 39(3): 353-356. 
Deng, Z., & Jean, R.-J. 2013. Entry speed of SMEs into export markets and survival: The 
moderating roles of industrial competition and foreign ownership. Paper presented at the AIB 
2013 Annual Meeting, Istanbul, Turkey, July, 2013. 
Eden, L. (2009). Letter from the Editor-in-Chief: time in international business. Journal of 
International Business Studies, 40(4): 535-538. 
Eriksson, K., & Chetty, S. 2003. The effect of experience and absorptive capacity on foreign 
market knowledge. International Business Review, 12(6): 673-695. 
Freeman, S., Edwards, R., & Schroder, B. 2006. How smaller born-global firms use networks 
and alliances to overcome constraints to rapid internationalization. Journal of International 
Marketing, 14(3): 33-63. 
George, J. M., & Jones, G. R. 2000. The role of time in theory and theory building. Journal of 
Management, 26(4): 657-684. 
Habersaat, M., Schönenberger, A., & Weber, W. S. 2001. Die KMU in der Schweiz und in 
Europa. seco Publikation. Standortförderung, 3(3): 75. 
Hannan, M. 1998. Rethinking age dependence in organizational mortality: Logical  
formalizations. American Journal of Sociology, 104(1): 126-166. 
Hannan, M., Carroll, G., Dobrev, S., Han, J., & Torres, J. 1998. Organizational  
mortality in European and American automobile industries, Part I: Revisiting the effects of  
age and size. European Sociological Review. 14(3): 279-302. 
Hannan, M., & Freeman, J. 1984. Structural inertia and organizational change. American  
Sociologial Review. 49: 149-164. 
Jaeger, F., & Thöni, C. 2008. KMU-Landschaft im Wandel. Neuchatel: Office Fédéral de la 
Statistique.  
Johanson, J., & Vahlne, J. E. 2009. The Uppsala internationalization process model revisited: 
from liability of foreignness to liability of outsidership. Journal of International Business 
Studies, 40(9): 1411-1431. 
Johanson, J., & Wiedersheim-Paul, F. 1975. The internationalization of the firm:  
four Swedish cases. Journal of management Studies, 12(3): 305-322.  
Jones, M., & Coviello, N. E. 2005. Internationalisation: conceptualising an entrepreneurial 
process of behaviour in time. Journal of International Business Studies, 36(3): 284-303. 
Katz, D., & Kahn, R. (1966). The social psychology of organizations. New York,  
Willey.  
Knudsen, T. R., & Madsen, T. K. 2002. Export strategy: a dynamic capabilities perspective. 
Scandinavian Journal of Management, 18(4): 475-502. 







 
 


Kotosaka, M. 2013. The speed of internationalization and the capabilities development: From 
a collection of individual-level capabilities to a bundle of firm-level organizational routines. 
Paper presented at the AIB 2013 Annual Meeting, Istanbul, Turkey, July, 2013. 
Kotosaka, M. 2011. Modelling the speed: Examining the different modes of 
internationalization by the timing and speed. Working paper. 12/2011; 
DOI:10.2139/ssrn.1969313 
Larimo, J. 2003. Form of investment by Nordic firms in world markets. Journal of Business 
Research, 56(10): 791-803. 
Leonidou, L., & Katsikeas, C. 1996. The export development process: an integrative review 
of empirical models. Journal of International Business Studies, 27(3): 517-552.  
Mockaitis, A.I., Vaiginienfo, E., & Giedraitis, V. 2006. The internationalization efforts of 
lithuanian manufacturing firms-strategy or luck? Research in International Business 
and Finance, 20(1): 111-126. 
Johanson, J., &Vahlne, J. E. 1990. The mechanism of internationalism. International 
Marketing Review, 7(4): 11-25. 
Mathews, J., & Zander, I. 2007. The international entrepreneurial dynamics of accelerated 
Internationalisation. Journal of International Business Studies, 38(3): 387-403.  
Nummela, N., Saarenketo, S., & Puumalainen, K. 2004. A global mindset - A prerequisite for 
successful internationalization? Canadian Journal of Administrative Sciences, 21(1): 51-64. 
Oesterle, M.-J. 1997. Time-span until internationalization: Foreign market entry as a built- 
in-mechanism of innovations. Management International Review, 37(Special issue): 125-149. 
Oviatt, B., & McDougall, P. 1994. Toward a theory of international new ventures. Journal of 
International Business Studies, 25(1): 45-64. 
Oviatt, B., & McDougall, P. 2005. Defining international entrepreneurship and modeling the 
speed of internationalization. Entrepreneurship, Theory and Practice, 29(5): 537-553. 
Podolny, J.M. 1993. A status-based model of competition. American Journal of Sociology,  
98: 829-872. 
Reuber, A. R., & Fischer, E. 1997. The influence of the management team’s international 
experience on the internationalization behavior of SMEs. Journal of International Business 
Studies, 28(4): 807-825. 
Prashantham, S., & Young, S. 2011. Post-entry speed of international new ventures. 
Entrepreneurship Theory and Practice, 35(2): 275-292. 
Rialp, A., Rialp, J., & Knight, G. A. 2005. The phenomenon of early internationalizing firms: 
what do we know after a decade (1993-2003) of scientific inquiry? International Business 
Review, 14(2): 147-166. 
Ripolles-Meliea, M., Menguzzato-Boulard, M., & Sanchez-Peinado, L. 2007. Entrepreneurial 
orientation and international commitment. Journal of International Entrepreneurship, 
5(3-4): 65-83. 
Ruigrok, W., Amann, W., & Wagner H. 2007. The internationalization-performance link 
relationship at Swiss firms: A test of the s-shape and extreme degrees of internationalization. 
Management International Review, 47(3): 349-369.  
Sapienza, H., Autio, E., George, G., & Zahra, S. A. 2006. A capabilities perspective on the 
effects of early internationalization on firm survival and growth. Academy of Management 
Review, 31(4): 914-933.  
Sullivan, D. 1994. Measuring the degree of internationalization of a firm. Journal  
of International Business Studies, 25(2): 325-342.  
Vernon, R. 1966. International investment and international trade in the product cycle. 
Quarterly Journal of Economics, 80(2): 90-207. 
Wagner, H. 2004 Internationalization speed and cost efficiency: evidence from Germany.  
International Business Review, 13(4): 447-463. 
Welch, L. S., & Luostarinen, R. 1988. Internationalization: evolution of a concept. Journal of 
General Management, 14(2): 44-60. 







 
 


Westhead, P., Wright, M., & Ucbasaran, D. 1998. The internationalization of new and small 
firms. In: Reynolds, P. D., Byrave, W. D., Carter, N. M., Manigart, S., Mason, C. M., Meyer, 
G. D., & Shaver, K.G. (eds.). Frontiers of Entrepreneurship Research. Babson Park, MA: 
Babson College: 464-477. 
Yu, T., & Cannella, A. 2007. Rivalry between multinational enterprises: an event history 
approach. Academy of Management Journal, 50(3): 665-686. 
Yu, J., Gilbert, B., & Oviatt, B. 2011. Effects of alliances, time, and network cohesion on the 
initiation of foreign sales by new ventures. Strategic Management Journal, 32(4): 424-446. 
Zahra, S. 2005. A theory of international new ventures: A decade of research. Journal of  
International Business Studies, 36(1): 20-28. 
Zahra, S. A., & George, G. 2002. Absorptive capacity: a review, reconceptualization, and  
extension. Academy of Management Review, 27(2): 185-203. 
Zahra, S.A., Ireland, R.D., & Hitt, M.A. 2000. International expansion by new venture  
firms: international diversity, mode of market entry, technological learning, and performance,  
Academy of Management Journal. 43(5): 925-950. 
 
 
Figure 1: A model of the effects of internationalization age on internationalization speed 


 


 


  







 
 


 


Table 1: Sample descriptive statistics (N=460) 
Variable Min. Max. M SD 


Staff size 1 249 27.31 44.19 


FSTS at the end of 2012 .10 100.00 57.32 35.00 


Number of foreign countries served at the end of 2012 1 115 14.65 18.32 


Number of served continents at the end of 2012 1 5 2.63 1.40 


Internationalization age 0 149.00 8.93 19.41 


Number of years in internationalization process 1.50 146.50 22.67 19.43 


S1FSTS .10 100.00 36.27 38.48 


S1Countries 1 30.00 3.74 4.13 


S3FSTS .03 33.33 16.11 12.16 


S3Countries .33 11.67 1.98 1.86 


S5FSTS .02 20.00 10.29 7.13 


S5Countries .20 10.80 1.72 1.82 


SGFSTS .01 53.33 4.41 5.62 


SGCountries .02 8.19 0.93 1.19 


 
 
 


 


  







 
 


 
Table 2: Results of the regression analysis 


Coefficients Speed of internationalization 
Timeframe after 


first interna- 
tionalization 


Short-term Mid-term Long-term 
General 


1 year 3 years 5 years 6-10 years 21+ years 


Speed measure S1FSTS S1Countries S3FSTS S3Countries S5FSTS S5Countries S6-10FSTS S6-10Countries S21+FSTS S21+Countries SGFSTS SGCountries 


Constant 
(std. error) 


40.77*** 
3.07 


3.98*** 
(.56) 


19.61*** 
(1.23) 


1.76*** 
(.26) 


12.22*** 
(.76) 


1.25*** 
(.24) 


7.48*** 
(.95) 


.15* 
(.35) 


1.84*** 
(.22) 


.31* 
(.13) 


6.53*** 
(.58) 


.75** 
.15 


Internalization 
age 


(std. error) 


-0.41 
.06 


-.03† 
(.01) 


-.22 
(.03) 


-.01 
(.01)† 


-.12*** 
(.02) 


-.01† 
(.01) 


-0.19*** 
(.03) 


-0.02† 
(.01) 


-.03*** 
(.01) 


-.01* 
(.00) 


-.05** 
(.01) 


-.01 
.00 


Size 
(std. error) 


-3.26* 
1.06 


.10 
(.21) 


-.46 
(.46) 


.19† 
(.10) 


-.21 
(.27) 


.27** 
(.09) 


.38 
(.44) 


.61*** 
(.16) 


.11 
(.07) 


.15*** 
(.04) 


-.70** 
(.21) 


.13* 
.05 


Industries Included Included Included Included Included Included Included Included Included Included Included Included 


Model summary 


r2 
adj. r2 


F 


.11 


.08 
5.35*** 


.18 


.13 
4.89*** 


.18 


.15 
6.36*** 


.21 


.17 
4.94*** 


.18 


.14 
5.88*** 


.13 


.08 
3.66*** 


.39 


.27 
4.43*** 


.29 


.13 
2.87* 


.21 


.13 
3.87** 


.22 


.12 
3.21* 


.33 


.07 
4.10*** 


.11 


.06 
3.17** 


†p<0.10, *p<0.05, **p<0.02, ***p<0.001 
 







 
 


Table 3: Descriptive statistics of the two sub-samples A (six to ten years of international 
activities) and B (21 years and more of international activities) 


Variable 


Sub-Sample A  
(6-10 years of international activities, 


N=143) 


Sub-Sample B  
(21 and more years of international activities, 


N=267) 


Min. Max. M SD Min. Max. M SD 


Staff size 1 170 16.41 26.12 1 250.0 37.44 54.83 


FSTS at the end 
of 2012 


2.00 100.00 56.03 36.34 1.00 100.00 61.96 33.07 


Number of 
foreign countries 
served at the end 


of 2012 


1 86 10.67 13.91 1 115 21.36 22.36 


Number of 
served 


continents at the 
end of 2012 


1 5 2.55 1.30 1 5 3.02 1.50 


Internationaliza-
tion age 


0 128.00 9.08 20.36 .00 130.00 12.77 23.96 


Number of years 
in 


internationalizati
on process 


6.5 10.0 8.59 1.40 21.50 146.50 38.25 20.45 


S6-10FSTS .19 15.38 6.76 4.53 
 


S6-10Countries .10 8.19 1.26 1.48 
 


S21+FSTS 
  


.01 4.60 1.92 1.26 


S21+Countries   
.02 3.40 .58 .62 


 








Transforming	Traditional	Managers	into	Entrepreneurial	Managers:		
A	Corporate	Entrepreneurship	and	Innovation	Course	


Abstract	


As they grow, companies that were once characterised as agile, innovative and 
entrepreneurial, tend to become bureaucratic and slow to respond to changes in their 
environments. In order to stay competitive and build competitive advantage, managers 
realise that they have to rejuvenate the entrepreneurial spirit and innovate on a sustainable 
basis, yet this remains a significant challenge for them. Our corporate entrepreneurship and 
innovation course for post-graduate students cultivates and understanding of 
entrepreneurship and innovation in the context of established business. Its unique design, 
which follows a logical progression of data collection in real-life participating organisations 
through secondary and primary research, assures in-depth understanding of the factors that 
shape the current organisational profiles. Students, working in teams, draw on this data and 
entrepreneurship and innovation theory to develop practical corporate entrepreneurship 
development plans which they present to their ‘clients’. These plans reflect leadership 
orientation represented by entrepreneurial visions and strategies, as well as contextualised 
factors for control in the form of innovation processes and tools. Finally, teams recommend a 
range of tactics that foster supportive environments for entrepreneurship and innovation. In 
the process of doing so, students are themselves transformed from being traditional 
managers to becoming entrepreneurial managers.  


Keywords: Corporate entrepreneurship, innovation, transformation, education, coursework 


Introduction	


Since Pinchot (1985) published his popular book Intrapreneuring, and following the wealth 
of supporting research that followed, leaders in the private sector have become aware of their 
roles in creating, igniting, and sustaining innovation within their own organisations to ensure 
growth (Estrin, 2008). The extant literature furthermore emphasises the importance of 
attaining an “entrepreneurial” mind-set and intensity in order to navigate through increasingly 
challenging and risky times (Lafley & Charan, 2008). If any doubt exists that one could not 
have entrepreneurship within the public sector, it was dispelled by Sadler (2000) and Kim 
(2010) who found that corporate entrepreneurship (CE) could occur within its highly 
hierarchical structures. Despite its importance and all the attention given to it, Engel (2011) 
suggests the need for corporate innovation has never been greater and concerns are still raised 
about the significant deficit of CE in Australia (CEDA, 2011). 


CE has received significant activity in the scholarly research domain. Examples of CE 
research includes social CE (Ghauri, Tasavori, & Zaefarian, 2014), CE and innovation 
(Shepherd & Katz, 2004), CE in public sector (Kearney, Hisrich, & Roche, 2007), 
antecedents of CE (de Villiers-Scheepers, 2012), CE and wealth creation (Antoncic & 
Hisrich, 2004), CE and sustainability (Heiko Spitzeck , Claudio Boechat , & Sérgio França 
Leão 2013), CE and technology (Martín-Rojas, García-Morales, & Bolívar-Ramos, 2003), 
and CE and human resource management (Urbano, Castrogiovanni, & Loras, 2011).   







There is, however, scant research on the scholarship and learning and teaching of CE in 
higher education institutions (HEI). Heinonen (2007) investigated the use of the 
entrepreneurial-directed approach in teaching CE to masters students, which consists of  
knowledge transfer (understanding CE theory), gaining experience in the entrepreneurial 
process, and taking action (exploiting the opportunity), and found this approach to be very 
effective. However, we argue below that this ‘operational-level’ approach is more suitable for 
teaching CE at undergraduate level. Thornberry  (2003) asked the question if managers can 
be trained to act like entrepreneurs, and showed that it was indeed possible to achieve with a 
five-week training programme offered to practicing managers at four large companies. 
Notably, this was not an HEI programme, and it also followed an operational-level approach 
based on the principles of opportunity identification, evaluation and exploitation. There 
appears to be a gap in the literature of examples of CE courses, and indeed actual course 
offerings, offered at strategic-level where the objective is to transform managers into 
entrepreneurial managers. This paper aims to fill that gap. 


Playing an important role in raising the level of CE within Australia and elsewhere, 
Swinburne University’s study unit Corporate Entrepreneurship and Innovation (CEI) has for 
many years drawn students from various management disciplines in the private sector, locally 
and from abroad, and increasingly now from the public sector. This paper describes 
objectives and components of this unique core unit in the Master of Entrepreneurship and 
Innovation (MEI) program, its structure, the integration of research methodologies into 
assessment items, results and lessons learned.  


The	Importance	of	CE	Education	


Entrepreneurship educational programs (EEPs) are gaining popularity in Australia, with 584 
subjects related to entrepreneurship being taught in many universities across the country at 
the last count (Maritz, Jones, & Schwetzer, 2016). These subjects mostly address topics of 
great interest to nascent entrepreneurs – addressing topics such start-up fundamentals (Meyer 
& Crane, 2014), finance for entrepreneurs (Rogers & Makonnen, 2014), business planning 
(Maynard & Warren, 2014), creativity and innovation ("Creativity and Innovation 
Management," 2015), the Lean Start-up methodology (Ries, 2011), social entrepreneurship 
(Brooks, 2009), and early growth (Ellis & Brown, 2014), while only nine study units, three at 
undergraduate level, and six at masters level, focus solely on CE, or intrapreneurship as it is 
also known1.  


As can be seen, more often than not EEPs do not include specific subjects on CE; at most this 
topic is dealt with as a sub-topic within other entrepreneurship or MBA courses. This is a 
serious shortcoming in EEP curricula, as although entrepreneurial thinking and activity is 
predominantly associated with start-ups, established firms are increasingly recognising these 
same traits as crucial to their survival and achieving competitive advantage. In our 
experience, which spans more than 15 years teaching in EEPs in Australia and New Zealand, 
by far the biggest proportion of students enrolled in EEPs will either take up employment at 
completion of their studies (typically undergraduate students) or continue working in 
established organisations (typically postgraduate students) – to get practical experience or 
await the right conditions in their personal circumstances, before contemplating the move to 
engage in start-up activity. Hence it is essential to equip these students with the knowledge 


                                                            
1 We acknowledge subtle differences between the terms corporate entrepreneurship and intrapreneurship, but for 
the purpose of this study we shall use these terms interchangeably 







and skills to become effective corporate entrepreneurs in the first instance, before they 
venture out on their own.   


For courses in CE, we propose a different approach when it is offered at undergraduate level, 
as opposed to at masters level; one that reflects the difference in maturity and seniority levels 
of students. At undergraduate level the focus should be on getting students experience what it 
is like to be part of entrepreneurial initiatives in real-world organisational settings; applying 
theoretical knowledge and skills to specific projects of an innovative nature. The primary 
learning mode is experiential action learning, requiring students to be self-directed learners 
while they may be working as project team members alongside firms’ employees.  


At masters level CE students’ learning should be aimed at the strategic level. Swinburne’s 
CEI course has been designed to focus on achieving this while closely adhering to one of the 
MEI’s main pedagogical principles, namely ‘theory for practice’s sake’. The course is very 
unique, as students are challenged to take a stance as CEI change agents – in roles of 
leadership in their own organisations, or as consultants to ‘client’ organisations, having to 
rejuvenate the entrepreneurial spirit and innovation capability within participating 
organisations. In this context we define a CEI change agent as a person from inside or outside 
the organisation who helps an organisation transform itself through innovation, strategic 
renewal and corporate venturing (Ling, Simsek, Lubatkin, & Veiga, 2008) by focusing on 
such matters as communicating a clear entrepreneurial vision, putting into place “pro-
entrepreneurship” organisational architectures, and employing personnel who are creative, 
risk-accepting and driven to recognise and pursue opportunities (adapted from Kuratko et al. 
(2011)).   


As a core unit of the MEI, and as elective to other Swinburne masters programs such as 
marketing, finance, HR, international business, this course provides students the opportunity 
to take a big-picture approach to the whole organisation, or a particular business unit, in 
practicing entrepreneurial management. They demonstrate this by relating all four functions 
of management (Fayol, 1949) to innovation, strategic renewal and corporate venturing, as 
shown in Table 1. 


Table 1: Components of Entrepreneurial Management 


Management 
Functions 


Entrepreneurial Management 


Planning Developing a CE Development Plan that incorporates Innovation Strategy 


Organising Creating an organisation that supports CE (culture, climate, structure, people) 
Establishing effective external linkages for innovation 


Controlling Conducting CE Health Audits 
Measuring innovation 
Implementing effective and efficient innovation processes and tools 


Leading Providing entrepreneurial leadership 


Source: Adapted from (De Waal, Maritz, & Shieh, 2010) 


Another aspect that makes it different from similar courses elsewhere is its strong research 
focus, as we explain later. This paper provides a detailed overview of how this unique course 
in CEI achieves its objectives. 







Learning	Outcomes	


This unit is designed to provide students with the knowledge and skills to pursue a career as 
professional entrepreneurs or as innovative executives in larger organisations and who may 
later face the task of managing the firm or a sub-unit in an entrepreneurial and innovative 
context. It is highly relevant to students who wish to manage entrepreneurial ventures in 
established organisations. 


Our course has a number of learning outcomes. On successful completion, students should be 
able: (a) to critically evaluate how established corporations can renew and revitalise 
themselves through innovation and entrepreneurial activities, (b) to research and reflect on 
the role and impact of creative individuals in the corporate environment, (c) to distinguish 
between the application of ‘entrepreneurial’ management and other forms of management, 
including ‘bureaucratic’ management, (d) to research and evaluate the importance of human 
resource capabilities, corporate strategy, structure and culture in an organisation and its effect 
on achieving sustainable entrepreneurial performance, (e) to redesign the corporate structure 
of an existing venture to optimise the odds for success and effectively communicate this to 
senior management. In what follows we provide a description of the course and discuss 
implications for students and participating organisations. 


Course	Overview	and	Assessment	


Enrolment numbers usually vary between 20 and 30 students from a mixture of masters 
programs across campus. The 12.5 credit course runs over 12 weeks with one three-hour 
interactive lecture/tutorial each week. At the start of the course, students are guided through a 
team formation process and each team selects an organisation that has agreed, in writing, to 
participate in the CEI project. As the project involves the collection of primary data that 
involves humans, we had to obtain formal ethics approval from Swinburne's Human Research 
Ethics Committee (SUHREC Project 2012/212) in line with the National Statement on 
Ethical Conduct in Research Involving Humans. Because this unit contains, by design, a 
significant research component, it meets the requirement of the Australian Qualifications 
Framework as one of two outcome capstone units in a masters degree. 


In practical terms, a major objective of this course is to equip students with the knowledge 
and skills to develop a CE development plan for real-life participating organisations. This 
paper describes how students apply theory, obtained through course work and in-class 
activity, with unique company data obtained from several research components, to inform 
their recommendations. Given the diverse background of students, in addition to the 
prescribed text Corporate Entrepreneurship and Innovation (Morris et al., 2011), blended 
learning is provided by means of case studies, guest lectures, industry visits and a host of 
online resources that include videos, blogs, tools and other content. 


In the first assessment task students identify, through desk research, the main external issues 
(opportunities and/or threats) facing the organisation and what their implications are for 
survival, competitive advantage and growth prospects. This is an individual assignment that 
carries a weight of 20% of the total course mark. It is the least challenging of the three 
assignments and serves as a gradual ‘warming-up’ exercise leading towards the more 
demanding work in the remaining assignments. To do well in this task students have to 
accurately identify the main drivers of change facing the organisation that also have the 
biggest potential impact and the highest chance of occurring in the two to five year horizon. 


The second assessment task is also done on an individual basis, carrying 30% of the total 
course mark, and involves a series of one-on-one interviews with selected managers within 







the organisation to get an overall feel for the general culture for CE. The interviews take the 
shape of semi-structured questions that allows for the pursuit of interesting lines of inquiry 
and for unexpected revelations to be captured. Students who do well in this section, in the 
first instance, are able to articulate the links between theory and observed entrepreneurial 
behaviour and provide examples that either confirm or contradict theory. Secondly, good 
marks are awarded where students demonstrate good insights into the entrepreneurial make-
up of the organisation, or lack thereof.  


Making up the remaining 50% of the total course mark is assignment three, which is 
completed in group-context. This is by far the most challenging aspect of the course as it tests 
students’ ability to work effectively in teams; to perform statistical analysis on primary 
(quantitative) data; interpret the findings; and make appropriate recommendations at 
strategic-, business- and operational levels. After several iterations the CEI development 
plans are delivered to management and students make formally assessed presentations at 
handover. This course is considered successful if students gain the knowledge and skills and 
experience the satisfaction of guiding their client organisation through the planning process in 
becoming more entrepreneurial.  


The next section provides a detailed overview of the three assessments items spread over four 
phases of execution, and the theory that supports it. 


Theoretical	Underpinnings	and	CEI	Change	Agent	Approach	


Prior to 2012, the Swinburne CEI course was taught following the Harvard case-study 
method. While this practice has its advantages and disadvantages (Rebeiz, 2011), we felt that 
a process-driven approach to effecting change through innovation and entrepreneurial 
behaviour would be more effective. Hence, when we took it over in 2012, we decided to 
follow the change-agent approach (Barratt-Pugh, Bahn, & Gakere, 2013; Case, Vandenberg, 
& Meredith, 1990; Daniels, 1994), and found the text Corporate Entrepreneurship and 
Innovation (Morris et al., 2011) ideally suited for this purpose. Students tell us this is a book 
they actually read, from cover to cover.  


The starting premise is that it is the desire of participating organisations to improve their 
innovation efforts and obtain greater returns on associated investments. Students generally 
look for organisations that employ more than 50 people and have been in business for at least 
three years; as such organisations lend themselves better to this kind of study. In the past 
firms in the profit and not-for-profit categories, from a broad industry sector have 
participated, including but not limited to retail, manufacturing, education, hospitality, 
transport and local government. Figure 1 depicts the sequential flow of student activities and 
the theoretical constructs they focus on at each phase. What follows is a brief overview of 
each phase. 


 


Figure 1: Main phases of the CEI Course 







Phase	1	


To understand modern corporations, students first consider their participating organisation’s 
external and internal environments. Phase 1 is about the former; Phases 2 and 3 about the 
latter. Through desk research in Phase 1, students analyse the eight major domains (described 
in Chapter One of the prescribed text) of their chosen organisation’s external environment, 
and provide a brief assessment of the organisation’s current Life Cycle stage (Adizes, 1988). 
They produce an individual report between 2,500 and 3,000 words and conclude with a 
summary of the main external issues (opportunities and/or threats) facing the organisation 
and what their implications are on the organisation’s survival, competitive advantage and 
growth prospects. During this phase students are not (yet) required to come up with strategies 
for dealing with these issues. 


Phase	2	


In Phase 2 each student finds and interviews a prominent manager within the participating 
organisation. Ideally the interviewee will exhibit entrepreneurial characteristics, enabling 
students to write an individual report in which they summarise the most important 
observations and insights they have gathered from this interview, from two perspectives. The 
first perspective relates to the characteristics of the individual they interviewed – the 
entrepreneurial mind-set (Shane & Venkataraman, 2000) (or lack thereof) – while the second 
perspective reveals aspects about the organisational setting – how it supports and/or hinders 
entrepreneurial activity (as perceived by the interviewee). In this report students explore and 
discuss observed patterns, differences and similarities evident between theory and their 
observations. Subject theory informs their questioning in a way to maximise their 
understanding of all factors that played a part in their interviewee’s success or failure.  


Phase	3	


Student teams, consisting of three or four members, and one team per participating 
organisation, work collectively in this phase. In the first meeting they share and collate the 
information each member gathered during Phases 1 and 2, which provides a strong basis on 
which to launch the main project. The first objective of this phase is to get as many 
employees, from within different levels within the participating organisation, to partake in 
two CEI audits, collectively known as the Entrepreneurial Health Audit.   


The rationale behind this is that, as the entrepreneurial organisation aggressively pursues the 
future, managers must continually assess the actual levels of entrepreneurial activity 
occurring within the company. To get the company where they want it to go in future, they 
must first know where the company is at present. They must also track outcomes of this 
activity related to innovation and the firm’s competitive position. For this purpose student 
teams administer two validated measurement instruments (Web based) to selected staff 
members of participating organisations, called the Entrepreneurial Intensity (EI) audit and 
Corporate Entrepreneurship Climate Instrument (CECI). Morris et al. (2011) adopted and 
adapted these instruments from the original work done by Miller (1983) and Morris & 
Kuratko (2002) and adapted from the original work done by Kuratko et al. (1990) and later 
by Hornsby et al. (2002), respectively. These surveys, using 5-point Likert-type scales, 
provide rich data for analysis and students are able to calculate a range of CEI indices ranging 
from 1 (low) to 5 (high) (see Table 2) that form the basis for Phase 4 where they write a 
comprehensive CEI development plan. 


  







Table 2: Summary of Key Indices that form part of the Entrepreneurial Health Audit 


Index Description 


Survey 1 -Measuring the current state of entrepreneurship in an organisation:  
The Entrepreneurial Intensity (EI) Audit 


EI 
Entrepreneurial Intensity: A measure that reflects the variable nature of 
entrepreneurship within an established enterprise. It captures both the degree and 
amount of entrepreneurship evidenced within a given organisation. 


I 
Innovativeness: A measure indicating the extent to which an organisation is doing 
things that are novel, unique or different 


RT 
Risk-taking: A measure indicating an organisation’s willingness to pursue 
opportunities that have a reasonable likelihood of producing losses or significant 
performance discrepancies 


P 
Pro-activeness: A measure indicating an organisation’s level of action orientation; 
its determination to do whatever is necessary to bring an entrepreneurial concept to 
fruition 


Survey 2 - Diagnosing the Climate for Corporate Entrepreneurship:  
The Corporate Entrepreneurship Climate Instrument (CECI) 


MS 
Management support: A measure indicating the willingness of top-level managers 
to facilitate and promote entrepreneurial behaviour 


WD 
Work Discretion: A measure indicating top-level managers’ commitment to tolerate 
failure, provide decision-making latitude and freedom from excessive oversight, and 
delegated authority 


R 
Reinforcement: A measure indicating the use and development of systems that 
reinforce entrepreneurial behaviour 


TA 
Time Availability: A measure indicating how much time individuals and teams have 
to dedicate to innovation 


OB 
Organisational Boundaries: A measure indicating expected outcomes against the 
backdrop of organisational constraints 


The final section in the CECI survey contains 30 questions on various aspects of 
entrepreneurial climate that, in combination with other measures, provide the ability to 
explore existing entrepreneurial behaviour. No index is calculated for this group of questions. 


The above indices are contrived from the averages of specific groups of questions that relate 
to specific variables under consideration. By using this methodology students obtain an in-
depth understanding of the underlying factors that contribute to or hinder entrepreneurial 
behaviour.  


In order to make sense of collected data, it is critical that students calculate both the means 
and standard deviations in the subjective responses of survey participants to each question. 
As Figure 2 (Chart A) demonstrates, specifying the mean response (out of 39 responses) as 
2.87 with a corresponding standard deviation of 1.1, which is relatively large compared to 
that of Chart B (0.49), is less indicative of the real situation to which the question refers than 
the mean response in Chart B with a much smaller standard deviation. In Chart A there 
appears to be a wider range of opinions among the 39 respondents than in Chart B. Students 







can arrive at the same conclusion by drawing histograms, such as those shown in Figure 2 
below. 


 
Figure 2: Demonstrating the importance of standard deviation when interpreting findings 


In essence, the EI audit captures how entrepreneurial the organisation is, while the CECI 
provides the underlying reasons why a given level of EI is being achieved. In addition to the 
five key CECI indices, the CECI points out the key dimensions of the organisation’s 
entrepreneurship climate. 


Phase	4	


Having assessed the critical external environmental factors facing the organisation (Phase1), 
complemented by rich data obtained from interviews (Phase 2) and surveys (Phase 3) 
regarding the current state of CEI within the organisation, teams are well-equipped to devise 
tailored corporate entrepreneurship development plans (Phase 4) contextualised to their client 
organisations. The brief includes the compilation of a written plan comprising between 4,000 
to 5,000 words, systematically organised to incorporate all concepts in the field of CE that are 
relevant to the participating organisations, and a 20-minute presentation to the client 
organisation followed by ten minutes of questions and answers. While the theoretical 
underpinnings of everything teams propose must be obvious, there is ample room for students 
to demonstrate their personal knowledge and experience in this field of study into the 
recommendations. The reports are written very pragmatically and presented to the highest 
level of professionalism. Any recommendations are justified and ready for management to 
implement, should they wish to do so, subject to resource availability. If new management 
tools are proposed, teams have to be able to demonstrate aspects thereof in a way to convince 
management to adopt it.  


In line with course material, team reports address the various CE management constructs 
(Table 1), depicted in Figure 3, to sufficient levels of detail as generally required in reports of 
this nature. 


A logical starting point for students when writing their reports is to present the findings of the 
Entrepreneurial Health Audit (at the current time) which, ideally, is to be repeated one or two 
years later. Such practice would provide longitudinal indices for organisations against which 
they can measure their performance improvement resulting from the implementation of the 
CE Development plan. Measurement of key indices is crucial for establishing goals for 
improvement and growth, and as the adage goes, you can’t manage what you can’t (or don’t) 
measure. 


 







 


Figure 3: Key components of the CEI development plan 


Next, teams present a broad outline of a new (for cases where it is non-existing) or improved 
innovation strategy for their client organisation, and speculate to what extent it should be 
aligned with overall corporate strategy. Entrepreneurial leadership is arguably the single most 
important aspect of the plan, hence a section in the plans is dedicated to identifying and 
discussing any issues that need to be addressed. Likewise, the reports are expected to provide 
recommendations for the introduction of appropriate innovation processes and supported by 
the right innovation tools, or make suggestions for improvement of existing processes. 
Enabling students to do this is the information they gained through Phases 1 and 2. 


The various indices and survey data of the Entrepreneurial Health Audit provide sufficient 
basis for making recommendations related to addressing entrepreneurial leadership issues (if 
prevalent), and drawing on theory and case studies, in recommending appropriate tactics for 
fostering an innovation supportive organisation. The term ‘pro-entrepreneurship architecture’ 
is also used to describe how the workplace is designed – in terms of how it “exhibits 
structural, cultural, resource, and system attributes that encourage entrepreneurial behaviour, 
both individually and collectively” (Morris et al., 2011). As such CE plans address these 
factors, as appropriate. 


Student	Evaluation	


Since we started offering the course in its current format, it has run six times. Over this 
period we have placed great emphasis on continual course improvement. At the end of each 
course Swinburne conducts anonymous student evaluations which make it possible for course 
convenors to identify areas for improvement. Table 2 is a summary report for the most recent 
course offering during Semester 1, 2015. 


As can be seen from the means and standard deviations in Table 2, this unit significantly 
outperforms other units in the faculty and university. Still, as Table 3 shows, since its first 
running students have commented on several things they believed had room for 
improvement, and where possible, we listened. 


 


 


  







Table 2: 2015 HED SEMESTER 1 Student Feedback Survey 


Measures (10-point Likert Scale) 


1   = Strongly disagree 
10 = Strongly agree 


This unit My faculty Swinburne Uni 


Mean Std Dev Mean Std Dev Mean Std Dev 


Overall, I am satisfied with this unit 9.15 1.41 7.54 2.31 7.63 2.31 


The unit is well organised 9.23 1.09 7.62 2.30 7.68 2.33 


The assessment requirements are clear 9.00 1.91 6.71 2.36 7.69 2.36 


Table 3: Anonymous Student Feedback – Suggestions for Improvement 


 Having more guest speakers; maybe visiting a business that is doing well. 
 Group assignments can be difficulty if some members are not willing to make the effort.  
 I struggled with some content as I have never participated in a corporate environment 
 Longer time preparation for assignments 3 and 4. 
 People don't have time to be interviewed by students, especially intrapreneurs who are 


always busy. 
 Maybe bringing a well-known corporate entrepreneur as a mentor would have given more 


insights. 
 The 3rd Assignment is a wonderful project to get to know the entrepreneurial aspect of a 


company. But I found that it is a little bit harder for International students and due to the 
time constraint, it could be very limiting to get high mark. Maybe that assignment can be 
prepared other way. But overall, very rewarding experience on interviewing a Corporate 
Entrepreneur. 


On the flip side of the coin, we were encouraged by the feedback in Table 4 that students 
provided regarding aspects they most enjoyed about the course. 


Table 4: Anonymous Student Feedback – The Best Aspects of this Unit 


 A great unit that is very relevant to any MEI or MBA students. I would highly 
recommend the unit to any MBA student and personally believe this unit should be one of 
the core units in the MBA as well. The unit incorporates real life business scenario 
learnings that are relevant to any forward thinking businesses or business leaders - 
whether start-up, SME or corporate. Based on my experience/learnings in this unit I have 
decided to do the MBA/MEI double. 


 Good team work, excellent lecture and advice both in and out the class. 
 Subject matter is very applicable to my work environment. 
 The subject matter is very contemporary. The textbook is a very good reference for the 


subject matter. The assignments were very well integrated with the material presented in 
class and the textbook. 


 Very interesting topics; informative and useful. 
 Was very practical and interesting subject topic. 
 All aspects are good including the assessment but what I like most is that I was able to 


interview a corporate entrepreneur and learn from her views and insights. Analysis also 
on company's culture and innovation is also one of the best of this unit. 







 I have thoroughly enjoyed the mix of theory and worthwhile discussion in the class. This 
subject seems to have had a mature group of students attending, which I thoroughly 
enjoyed, given my focus for doing the MEI is more on the corporate innovation work 
rather than just looking at start-ups. 


 Learning from a real Corporate Entrepreneur experience. 
 This was a good unit. I found it was of a higher academic level than other units I've 


studied so far in the course. It was a nice class size and the calibre of fellow students was 
high. The classes were well organised and provided a good forum for discussion and 
interaction with the teacher. 


Conclusion	


In this paper we show how the CEI study unit, which incorporates three different research 
methodologies, benefits both masters students and participating organisations.  


An underlying philosophy of the MEI program is “theory for practice’s sake”. This is 
achieved to the highest level as students get the opportunity each week to apply their new 
knowledge immediately to real-life situations, thus learning by doing. For most of the 
students this is their first exposure to social research and the realisation of how primary and 
secondary research can aid decision making and strategy formulation is invaluable. The 
majority of students to this unit have several years work experience and often find themselves 
in management positions. However, it is common for them, at the advent of the course, to 
exhibit little appreciation for and understanding of how, by their nature, organisations impose 
constraints on entrepreneurial behaviour. At completion of this course, the transition to 
entrepreneurial leaders is remarkable.  Irrespective of their study or work discipline 
(engineering, marketing, HR, finance, etc.) we find that this course is an eye-opener for most 
students. Not only are they able to act as CE consultants to clients organisations, but through 
newfound skills and insights they become aware of the important roles they can play within 
their own organisations to rejuvenate innovation efforts and raise the levels of CE. As 
transformed managers they now speak the language of entrepreneurship; they reflect on the 
values of entrepreneurship; they start supporting and encouraging others who behave 
entrepreneurially in their work environments; and start actively participating in 
entrepreneurial projects. 


From the feedback that we receive from participating organisations, it appears the value they 
get from these student projects is quite remarkable. One client organisation that runs a large 
taxi company in Melbourne proclaimed he would easily have paid a going market rate for the 
report he received. As the following examples regarding the challenges that managers face to 
make sense of innovation demonstrate, we feel confident that this course succeeds well in 
addressing the problem, albeit on a case-by-case basis. A survey by the Boston Consulting 
Group of more than 900 top executives found that even though companies continue to pour 
money into innovation, a majority of their senior executives are not happy with their returns 
on this investment (Venables, 2005). Prominent CEI scholars  (Tidd, Bessant, & Pavitt, 2005) 
describe innovation as complex, uncertain and almost impossible to manage. Addressing 
these challenges, the student reports provide managers of participating organisations with 
comprehensive overviews of their current state of CE, presented as easy-to-assimilate, 
actionable indices. The first part of the report also points out particular strengths and 
weaknesses, organisational obstacles to CE, and industry benchmarking. In the second part of 
the reports managers receive actionable recommendations, informed by primary data and 
guided by contemporary theory and student team experience, on matters including 







entrepreneurship strategy, entrepreneurial leadership, innovation tools and processes, and 
tailored tactics to foster entrepreneurial structures, climates and cultures. 


Hence, apart from receiving sound advice on the above topics, the student reports also act as 
subtle instruments to bring practicing managers up to speed with contemporary practices in 
corporate entrepreneurship and innovation, which may be lacking at the present time.  


The resulting high-quality reports that students produce, the positive feedback we receive 
from participating organisations and the high satisfaction scores from students are all 
indicative of a successful CEI course. Over time we shall continue to improve it and we 
welcome the opportunity to cooperate with HEIs that are interested in adopting and adapting 
this approach of teaching CE at masters level. 
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Towards a Theory of Affordable Loss 


 


Abstract 


Expected financial return has received a lot of attention as a determinant of entrepreneurial entry. 


However, a weakness is to explain entry in conditions of uncertainty. The affordable loss has been 


used to study entrepreneurial entry under these conditions. Despite this growing in importance, it 


has been mostly applied as a black box; one of the five principles of the effectual approach. This 


study builds on studies of Dew, Sarasathy, Read, & Wiltbank (2009) ‘Affordable loss: behavioral 


economic aspects of the plunge decision’ and Sarasvathy (2015) ‘The Downside of Entrepreneurial 


Opportunities’ to study how an entrepreneur makes the entry decision. Using an exploratory 


qualitative model it induces new insights that are combined into a process model of the affordable 


loss.  
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1. Introduction 


A topic in the entrepreneurship research that has received a lot of attention is what makes some 


individuals to make the entrepreneurial entry decision while others under the same circumstances 


do not (Shane & Venkataraman, 2000). Expected financial return is widely considered as a 


dominant determinant of entrepreneurial entry. However, research has shown that models based on 


expected return (e.g. Net Present Value and Real Options) are weak in cases of Knightian 


uncertainty as they depend on information that is not available, i.e. the upside of the exploitation 


of the opportunity (Dew et al., 2009). 


Recently there is a stream of research that focuses on the downside of the entrepreneurial 


opportunity instead of the expected financial return; that is the affordable loss (Dew, Sarasathy, 


Read, & Wiltbank, 2009). The affordable loss is one of the principles of the effectuation theory 


(Sarasvathy, 2001; 2008). The literature on affordable loss has increased since the introduction by 


Sarasvathy in 2001. My review of this literature shows that scholars have predominantly treated 


this notion as a black box in 1. conceptualization as a sub construct of effectual decision-making 


(e.g. Chandra & Yang, 2011; Florin, Dino, & Huvaj, 2013; Perry, Chandler, & Markova, 2012; 


Sarasvathy, 2008; Sarasvathy & Dew, 2011), 2. empirically testing this construct (e.g. Blauth, 


Mauer, & Brettel, 2014; Chandler, DeTienne, McKelvie, & Mumford, 2011; Chetty & Campbell-


Hunt, 2004; Dutta & Thornhill, 2014; Evald & Senderovitz, 2013; Kalinic, Sarasvathy, & Forza, 


2014; Kraaijenbrink, Ratinho, & Groen, 2011; Mthanti & Urban, 2013; Newbert, 2012; Read, 


Song, & Smit, 2009; Wu, Couch, Suharto, & Ahn, 2015)1, and 3. this mainly in economic terms 


(Daniel, Domenico, & Sharma, 2014). However, the decision to take a ‘plunge’ is much more 


complex than only a subset of effectual decisions.  


To my knowledge only a few authors have taken the endeavor to open the black box to 


study the inner workings and boundary conditions of the affordable loss namely Dew et al. (2009) 


and Sarasvathy (2015). There are two components to the affordable loss namely the ability of the 


entrepreneur to take the plunge and the preference that determines the threshold of the investment 


(Sarasvathy, 2015). Hence, the definition of the affordable loss used in this study is ‘the ability and 


preference of the entrepreneur to make an investment to enter the opportunity exploitation process’. 


The research question this study address is ‘how does an entrepreneur’s ability and preference 


                                                 
1 These are not exhausted lists of the literature on affordable loss. 







 


 


independently or interactively influence the process to invest in the exploitation of an 


entrepreneurial opportunity?’  


This research presents three contributions to further our understanding of the investment 


decision. First, it contributes new insights in the components of the affordable loss and the 


relationship between these components and the investment. Secondly, it shows the multiple stages 


of the affordable loss. And finally, it puts forward a process model of the affordable loss. 


In the next section the literature concerning decision-making under risk and uncertainty is 


reviewed. This is followed by discussing the conceptual works of the affordable loss. The 


methodology is presented and afterwards the results and theory elaboration takes places. It 


concludes with the areas for future research. 


 


2. Literature review 


 


2.1 Risk, uncertainty and decision-making 


How do individuals make the entrepreneurial entry decision in uncertain environments? According 


to the neoclassical economic research tradition the logics used by an individual to make a decision 


to enter the entrepreneurial process usually revolve around a rational process and risk-return 


analysis. It starts with the individual determining a goal followed by calculating the possibility to 


realize the goal and he or she then determines the steps necessary to realize the goal (FH Knight, 


2012).  


The above described process is often difficult and in certain context e.g. true uncertainty 


(Knight, 1921) even unfeasible because humans are rationally bounded (Simon, 1955). It is 


unfeasible to make predictions where both the supply and demand that constitute an entrepreneurial 


opportunity are created (Sarasvathy et al., 2010) and thus that lacks historical information. In 


addition there is a shortage of time prompting an entrepreneur to act quickly (Busenitz, 1999).  


The new insight was that an entrepreneur evaluates opportunities different to a non-


entrepreneur (Keh, Foo, & Lim, 2002; Palich & Ray Bagby, 1995). He or she makes use of 


heuristics (Busenitz, 1999). This paved the way for scholars to develop cognitive theories to explain 


the entrepreneurial decision to enter. One of these is the construct of the affordable loss 


(Sarasvathy, 2001). 


 


2.2 The affordable loss 


The affordable loss is a principle of Sarasvathy's (2001) effectual method2 that posits that an 


entrepreneur will likely manage the downside of an entrepreneurial opportunity instead of 


predicting a future financial return (Dew et al., 2009) in making the decision to enter the 


entrepreneurial process3. It is a preferred choice among entrepreneurs for the reason that the 


information of the down-side of the exploitation of an opportunity is easy accessible because the 


information is endogenous (Dew et al., 2009). Furthermore, losses causes more pain than gain 


causes happiness (Kahneman & Tversky, 1979). It is for each entrepreneur to determine the levels 


of affordable loss at which the entrepreneur feels comfortable.  


                                                 
2 Together with the bird-in-hand, crazy quilt, lemonade and pilot-in-the-plane these form the five principles of the 


effectuation (Sarasvathy, 2008) . 
3 Though in the rational approaches there is an obvious effort to make a decision based on a predicted financial 


outcome, the downside of entering the entrepreneurial process is not completely ignored. The entrepreneur 


“deduct[s] [his] investment in the venture (which equals the cost of failure, should failure occur) from [his] 


calculations of expected return” (Dew et al., 2009, p. 107).  







 


 


On the other hand, the upside is exogenous and beyond an entrepreneur’s control. This is 


in line with the premise of Sarasvathy's (2001) effectuation theory what is control logic. An 


entrepreneur exercises control over the future instead of predicting this. In addition, exogenous 


information is considered unreliable (Dew et al., 2009) and subject to uncertainty that is created 


due to among others the asymmetric information, or the “… inherent variability of the phenomena 


being described” (Walker & Harremoës, 2003), the excessive information that is conflicting 


(Lipshitz & Strauss, 1997), and the number of the factors that constitute the phenomenon and the 


frequent changes in these factors (Duncan, 1972). 


 


2.3 The components of the affordable loss  


Sarasvathy (2015) identified at least two components of the affordable loss. One is independent of 


an opportunity and the other is closely intertwined with the person and the opportunity. The 


independent component can also be referred to as what an entrepreneur believes he or she can 


afford to lose (Dew et al., 2009): his or her ability. The ability of what an entrepreneur can put at 


risk is independent of an entrepreneurial opportunity and is influenced by the decoupling of 


payments and using time as a unit for which to account. An entrepreneur is more willing to risk 


resources that are not coupled to his or her mental administration as an account for making 


payments e.g. residual income. For example a study by Manigart & Struyf (1997) among Belgium 


high-tech startups revealed that self-financing is a popular method for funding, and Blanchflower 


and Oswald (1990) showed that individuals who received inheritances or gifts were more likely to 


enter the entrepreneurial process. Financial payoffs, with the exception of the sources of retirement 


and college funds and housing equity, will increase the affordable loss. Thus only accounts that are 


decoupled from payments are considered for the affordable loss. 


Using time as a unit for which to account also influences the affordable loss. Dew et al., 


(2009) refer to this as the sweat equity that an entrepreneur puts to use for any lost in time is more 


tolerable than lost of money.  


The second component of the affordable loss is the preference of how much to risk when 


making the entrepreneurial entry decision. It is the willingness to lose a resource in the opportunity 


exploitation (Dew et al., 2009). This is closely intertwined with the opportunity for the reason that 


an entrepreneur engages his or her environment he or she socially constructs an opportunity and, 


in line with his idiosyncrasy, also his or her perception of the associated uncertainty. This 


perception influences his or her preference for a certain affordable loss level for that respective 


opportunity. Thus an entrepreneur’s preference for an accepted threshold of affordable loss is 


intertwined with the opportunity.  


The ability and willingness towards the affordable loss relate to two different aspects of the 


decision to make entry. The ability is the ‘size’ of the ‘money pool’ and determines how much the 


entrepreneur is able to invest. The willingness relates the individual’s preference. It is how much 


he or she is willing to put at risk thus determining the depth of the plunge decision. The ability 


determines the willingness as an increase in the ability can positively influence how much one is 


willing to risk. Thus decoupling of payments and using time as a unit to account increase the 


threshold of the affordable loss. It reduces the threshold of financial risk taking required (Dew et 


al., 2009).  


 


2.4 Increasing the ability component of the affordable loss 


How does an entrepreneur increase his or her ‘money pool’? In the effectual approach the method 


to increase the resources available to the entrepreneur is a transformational process (Sarasvathy & 


Dew, 2005). At the heart of this process is an introspection of who I am, what I know and whom I 







 


 


know. The third element of this introspection constitutes the exploration of ties who are willing to 


constrain themselves non-negotiable towards an undetermined future and participate by giving 


resources to this entrepreneurial process. The transformational process is an expanding cycle 


because with each addition of a pre-committed stakeholder follows once more an introspection of 


who we are, what we know and whom we know. Thus through this cycle an entrepreneur increases 


his or her ability component of the affordable loss. 


In addition to the expanding cycle of increasing resources an entrepreneur enlarges his or 


her ability towards future investments by having an open attitude towards surprises. This is 


captured by lemonade principle of the effectuation (Sarasvathy, 2008). Surprises are treated as 


opportunities and can come in the form of a windfall or a prospect investor. When an entrepreneur 


leverages these contingencies the ability component of the affordable loss will increase. 


 


3. Methods 


This study used an explorative research strategy through multiple case studies (Yin, 2009). The 


accumulation of resources and elaboration to make the entrepreneurial entry is a contemporary life 


phenomenon making the case study a useful tool to conduct this study.  This phenomenon is poorly 


understood and "the central notion is to use cases as the basis from which to develop theory 


inductively” (Eisenhardt & Graebner, 2007, p. 25).  


The data collection took place in Curaçao, a small island in the Caribbean situated north of 


Venezuela. The economy is open and fragile, and the most important sectors are offshore financial 


services, trade, and transport, storage & communication. In addition to in-depth interviews and 


business plans, multiple sources that are non-intrusive e.g. media coverage and press releases, and 


websites (Pollock & Lashley, 2014) were used to circumvent any chances of missing data due to 


secrecy. In addition, this serves as an adequate tool for triangulation to minimize the effect of 


deliberate misrepresentation or response and recall biases. The case participants were also given 


the opportunity to sign non-compete and non-disclose agreements and all cases are treated 


anonymously to serve their privacy.  


A total of seven cases were used in this study (see table 1 for an overview of the case 


characteristics). The cases were selected using theoretical sampling in order to create variation 


among the criteria (i.e. 1. the level of entrepreneurial expertise, 2. the uses of effectuation and 


causation, 3. the level of novelty of the products, 4. the uses of making do and acquisition of 


resources for free or very cheaply, 5. the domain expertise of the founders, 6. the use of the 


affordable loss principle and its sub-dimensions, 7. solo or team entrepreneurs, 8. the level of 


success, and 9. the stage of the entrepreneurial development) that are useful for this research. This 


method is adequate for research were the purpose is to develop theory (Eisenhardt & Graebner, 


2007). This further enhances the validity of this study. Based on the variations I approached the 


local ICT community. I first established contact with a co-founder(s) and where applicable, 


afterwards I used snowball sampling to develop the case with interviews with early pre-committed 


stakeholders.  


I used the conceptualization for empirical indicators of effectuation developed by Reymen et 


al. (2015). These authors relied on Chandler, DeTienne, McKelvie, & Mumford (2011), Fisher 


(2012) and Read, Song, & Smit (2009) to develop 18-item measurement. These measurements 


were modified with themes that emerged during our coding of the data that resulted into 16-items 


(see table 2).  


My analytical strategy was to first code the data based on the themes discussed in the previous 


section. The themes that emerged where compared first for each individual case using a pattern-


matching approach (Yin, 2009). Afterwards the patterns were matched across the cases. Following 







 


 


this exercise I used the frequency of a pattern across the cases to determine its relevancy. 1 count 


was coded as weak, 2 counts as medium, and 3 or more counts as strong. The levels indicate the 


existence of the themes across cases and do not represent the frequency of the respective theme 


within a case. 
 


Table 1 Overview of cases 


  







 


 


4. Results and discussion 


 


4.1 The use of the heuristics 


Through my cases some interesting patterns emerged (see table appendix 1). First, though the use 


of the affordable loss is between weak and strong for the cases, the use across the cases of 


‘investment requirements are seen as uncertain and there is a desire to minimize this uncertainty’ 


is strong.  This is expected and is in line with previous research (Chandler et al., 2011; Coviello & 


Joseph, 2012; Evald & Senderovitz, 2013; Garonne & Davidsson, 2010). Entrepreneurs rather 


focus on the downside of the entrepreneurial opportunity for the reason that the information of the 


upside might be hard to obtain and thus uncertain.  
 


Table 2. Indicators for effectuation  


 


The use of ‘investment is seen as a first necessity to create an opportunity to start the 


development of a product’ is medium. Participants indicated that an initial investment is necessary 


as a ‘rite of passage’ to enter the entrepreneurial process. An exemplary statement is:   


 


“It is not as the funds are not there. I see things [investments] are necessary to keep doing 


things as these have to be done. The notary expenses are indispensible. Without this you 


cannot open your business” (BudgetCo, 2015). 


 


This can be considered as a ‘rite of passage’ to enter the entrepreneurial process4. Van Gennep 


(2011) observed that role transitions that are important go through three phases namely 1. 


separation (an individual separates himself from current roles), 2. transition (an individual takes on 


new roles), and 3. incorporation (the new roles become part of the individual’s self-identity). 


Turner (1974) identified the transition phase as the luminal phase where the individual faces 


                                                 
4 There are no scholarly articles in the entrepreneurship discipline I could find that incorporates the ‘rite of passage’ 


to explain entrepreneurial entry. However, this has been applied in the management discipline to other areas such as 


consultancy (e.g. Czarniawska & Mazza, 2003). 







 


 


personal ambiguity. In the postindustrial societies individuals in this phase cope with personal 


ambiguity by creating personal rites of passages through symbolic acts. An entrepreneur also faces 


these three phases as he or she transitions into the entrepreneurial process. At first the entrepreneur 


disengages him or herself from his or her current role as a passive observer of an opportunity. In 


the transition phase the entrepreneur takes on an entrepreneurial role and in the final incorporation 


phase the new role will become part of the entrepreneur’s self-identity. In the transition phase the 


entrepreneur will have various options of roles he or she can take and thus faces ambiguity towards 


which role is preferred. To cope with this ambiguity the entrepreneur makes an investment to 


reinforce his new role and personal identity. 


The ‘investing limited, small amounts of personal/ company money, time and effort’ is also 


medium. This indicates the source of the investment. The sources of the funds of BudgetCo, 


GameCo and PaymentCo are other entrepreneurial endeavors while the source of the funds of 


MusicCo and TransactionCo are personal savings. 


In addition, there is a strong use of means-orientation across cases especially, for ‘makes 


use of own knowledge, resources, or network of stakeholders’ and ‘identifies opportunities based 


on network of stakeholders’. 


 Furthermore, there is a strong use of pre-committed stakeholders, especially for 


‘approaching potential client with a prototype early in the development process’ and ‘co-create 


with stakeholders’ across the cases.  For example, the founder PaymentCo informed that he co-


create the product with a tester. "It is true that I am working with a tester. He has broad knowledge 


so I can throw ideas at him to receive feedback". 


This can be explained by the use of networks by entrepreneurs to organize their resources 


and capabilities to respond and/or anticipate new opportunities (Vanhaverbeke & Cloodt, 2006). 


Thus co-creation is used as a method to expand the ‘money pool’ to increase the ability of the 


entrepreneur to make an entrepreneurial entry. Accordingly, ‘approaches potential client with a 


prototype early in the development process’ is also used as a method to increase the ability of the 


entrepreneur. By approaching the client early on the entrepreneur can receive validation of the 


product and also financial resources that are invested in the development. 


Last but not least, there is a strong use of leveraging contingencies across the cases 


especially for ‘open to act upon ideas/ requests that will change the product/ company/ add an 


additional product’ and ‘open to change strategy based on unexpected events’. As an example 


MusicCo (2014) indicated: 


 


"… we heard via the network that BNK [the National Public Library of Curaçao] had a 


great collection of music of Curaçao that they had collected, which was just catching dust. 


Nobody could listen to that music and for a long time already they were looking for a 


solution to make the collection accessible to the public". 


 


Being open is also a method that entrepreneurs use to increase their ability to take on risky 


investments. Blanchflower and Oswald (1990) showed that individuals who received inheritances 


or gifts were more likely to enter the entrepreneurial process. 


 


5. Theory building 


 


5.1 The ability and preference of the affordable loss 


Throughout my findings I have seen an emergence of a theory of affordable loss that is rooted in 


the works of Dew et al. (2009) and Sarasvathy (2015). My findings throughout this study indicate 







 


 


the notion that the affordable loss consists of two components (Sarasvathy, 2015), the ability 


component which is independent of the opportunity, and the preference which is intertwined with 


the opportunity (Dew et al., 2009). For instance MusicCo used their savings to make the initial 


investments. BudgetCo and GameCo used corporate income from other businesses they operate to 


fund their investments. The use of multiple sources of income is a standard practice in online 


businesses and is considered as a means to lower the pressure for financial gains (Daniel et al., 


2014; Gelderen, Sayers, & Keen, 2013) and thus focus on the downside of the entrepreneurial 


opportunity. These sources of income for the above mentioned cases formed their ability of what 


they could risk to invest in the pursued of the entrepreneurial opportunity. 


The notion of decoupling of payments through a mental accounting process (Dew et al., 


2009) is also seen throughout this study. The sources of funds i.e. savings and residual income 


from other businesses, are not accounted for making payments and such are used to invest in 


exploiting the entrepreneurial opportunity. Like BudgetCo indicated through our series of 


interviews that he is fortunate to have a business that is successful and through this business has 


the funds to invest in exploring opportunities. 


 The second component, the preference that determines the size of the affordable loss (Dew 


et al., 2009), is also visible throughout the case study. Though having the ability to make an X 


amount of investment, our entrepreneurs have only invested a certain amount based on what they 


were willing to lose. However, these preferences had different origins. BudgetCo, PaymentCo and 


SecurityCo determined their affordable lost threshold based on the investment they considered to 


be necessary to guarantee to have a ‘rite of passage’ for instance the notary expenses required to 


formally start the firm. However, on the other hand, GameCo first tried to find information about 


investment requirements of iPad games but for the reason that this was a nascent market and the 


information was not available, GameCo determined a threshold based on what he thought would 


be sufficient. This is supported in satisfacing theories of decision-making (Simon, 1955). 


Throughout this study the findings also show the causal relationship between the ability 


component of the affordable loss and the preference (i.e. the level of the threshold) of the affordable 


loss: an increase in ability positively influences the threshold (Dew et al., 2009).  In relation to this 


an interested new insight was gained. The causal positive relationship between the ability and the 


preference also implies that if the ability decreases the threshold will also decrease. My findings 


go beyond this association and show that severe decrease in the ability can cause the entrepreneur 


to not only decrease the threshold of the affordable loss but to give it up completely and turn to 


predictive return. When the two founders of MusicCo started they invested their personal savings 


in development of their product. They did not write a business plan either made a financial forecast. 


But at a certain point in time their savings decreased to a level that they abandon the use of the 


affordable loss, developed a profit & lost forecast, and actively engaged in raising external funds 


based on their forecasted profit & lost statement. 


Another factor also mentioned in the literature that influences the affordable loss levels is 


using time as a unit for which to account (Dew et al., 2009). Because the value of time is 


ambiguous, it is perishable, and nonfinancial metrics are used to calculate return on times, this 


increases the affordable levels. I found that this notion is not only particular to viewing time as a 


resource towards investing but can also be applied to financial resources. Throughout this study 


the results indicate that when an entrepreneur believes that if a financial resource is not used and 


this will be lost to causes that do not directly benefit him (e.g. corporate tax) he or she will rather 


use this financial resource to invest and thus increase the affordable levels. Thus in an essence it is 


the perishability of the resources that determines if it is accounted towards the affordable loss 


threshold.  







 


 


 


5.2 Increasing the ability component of the affordable loss 


This study further shows that the ability component of the affordable loss is increased through 


stakeholders that will commit to the development of the product and by the entrepreneur having an 


open attitude towards surprises. The pre-committed stakeholders are acquired through an 


expanding cycle (Sarasvathy & Dew, 2003). What I observed is that there are two cycles. First 


there is a cycle to increase the ability of the affordable loss. At each point in time that an investment 


decision is to be made there is a cycle that incorporates the pre-committed stakeholders to expand 


the ability of the affordable loss. This cycle can take place once but can also take place several 


times before the decision to invest is taken.  


The second cycle corresponds not with one investment decision but with the phases of the 


product development trajectory. It is multiple cycles that each precedes several decisions related 


the exploitation of the opportunity. In other words, the affordable loss occurs in stages. This is 


evident as my data shows that as an example SecurityCo (2015) indicated that an investment in 


foundation expenses was the first stage followed by seminars. That entrepreneurial financing takes 


place in stages is also well established by the entrepreneurship literature. Entrepreneurs typically 


go through seed, startup, early development, later development, MBO and maturity stages and are 


financed through family and friends, retained profits and loans, BAs, VCTs and regional funds, 


classic venture capital and second tier stock market, private equity and MBO/I ad ultimately main 


stock exchange (Wright & Desbrières, 2014).  


  


5.3 The process of affordable loss 


Figure 1 presents a process model that starts from an entrepreneur evaluating an entrepreneurial 


opportunity in an uncertain environment and ends with the entrepreneur taking the ‘plunge’ 


decision and restarts the process. The starting point is an opportunity where the entrepreneur 


perceives the exploitation to be uncertain. The exploitation of the opportunity is uncertain due to a 


combination of lack of information about market preferences and the entrepreneur’s ability to 


develop and commercialize a product. When faced with an uncertain environment, an entrepreneur 


has three broad alternatives namely 1. reduce, 2. suppress or 3. acknowledge the uncertainty 


(Lipshitz & Strauss, 1997). Some (mostly novice) entrepreneurs will try to reduce the uncertainty 


by collecting information and calculate expected financial returns. Others will suppress the 


uncertainty by e.g. completely ignoring this or take a gamble. Last but not least, expert 


entrepreneurs will acknowledge the uncertainty and use the affordable loss to invest only what they 


are comfortable to lose in the situation of a worst case scenario.  


 An entrepreneur that chooses the affordable loss to make investment has two domains 


which he or she considers, the ability and the preference. His or her ability is shaped by the accounts 


he or she decouples from payments through a mental practice, and these accounts have multiple 


sources and are also considered perishable.  His or her ability is also shaped by the entrepreneur’s 


cognition towards dealing with partnerships (the entrepreneur makes use of pre-committed 


stakeholders) and contingencies (the entrepreneur leverages surprises). Furthermore, the 


entrepreneur increases his or her ability through an expanding cycle that can take place several 


times before the investment decision occurs. 


The ability of the affordable loss influences the preference and determines the level of the 


affordable loss threshold. There is a positive causal relationship between the ability and the 


preference. An increase in the ability results in an increase in the preference. The preference is also 


influenced by two areas namely 1. what an entrepreneur believes is a ‘rite of passage’, and 2. what 


an entrepreneur believes is sufficient.  







 


 


There are three possible outcomes namely 1. an outcome of entrepreneurial entry where the 


invested amount is lower compared to an entrepreneur that makes use of prediction of expected 


financial returns, 2. a decrease in the ability causes a decrease in the preference that can result in 


no entry (represented by the dotted line), and finally 3. a severe decrease in the ability may also 


result to a state where the entrepreneur will completely forego the affordable loss and turn to 


predicting the expected financial return to the entry decision (represented by the dashed line).  


 
Figure 1 the process of affordable loss 


 


Finally, after the entrepreneur has taken the decision to enter the entrepreneur will proceed 


to the next stage of development and he or she will assess another investment decision. 


 


6. Conclusion 


 


6.1 Contribution 


New insights that this study contributes to the literature are many fold. I posit that the decoupling 


of payments is not a simple process of mental accounting but is influenced by multiple sources of 


income of the entrepreneur, and also by resources the entrepreneur considers to be perishable. And 


the preference component of the affordable loss is influenced by investments the entrepreneur 


considers sufficient and to be a ‘rite of passage’ as investments are seen as a necessity to confirm 


his new role in the exploitation process of the opportunity. 


I further contribute new insight that the affordable loss is not a single investment decision 


but takes part of multiple stages that correspond to the development throughout the opportunity 


exploitation. 


Finally, I present a process model of the affordable loss. In this model the entrepreneur 


starts with a decision in an environment that he or she perceives to be uncertain. When the 


entrepreneur makes use of the affordable loss he or she engages in a cycle to expand the ability 


component. This cycle precedes a single decision that has as an outcome an entrepreneurial entry 


with lower invested amounts compared to entries made according to rational approaches. However, 


efforts that does not result in an increase in the ability or efforts that decreases the ability can results 


in no entry or an entry using rational approaches. In other words the ability is vital in ultimately 


determining the use of the affordable loss. Finally the entrepreneur proceeds to a next stage along 







 


 


the development of his product in which he or she once more evaluates the use of the affordable 


loss. 


 


6.2 Future research 


As with any study, new insights are associated a plurality of additional questions of which this 


study created. In this study I have mainly focused on the financial resources of affordable loss but 


entrepreneurs also invest other resources such as time and emotions. Further studies need to go 


beyond economic loss and incorporate social and psychological losses (Daniel et al., 2014).  Can 


my process model of the affordable loss also explain social and psychological investments?  


Another area that needs more study is the preference towards the level of the threshold and 


its relationship with the entrepreneurial opportunity. Is the threshold partially determined by the 


level complexity or time required to exploit the opportunity?  


In addition, how is the relationship between the ability component of the affordable loss 


and preference? Is it U-shaped? Does an increase in ability also result in the entrepreneur making 


serial investments?  


Furthermore, how is the affordable loss linked with the stages of financing? Throughout 


this study I have seen that there are several stages of the entrepreneurial development and these are 


linked to several sources of financing.  


Moreover, in addition to stages of financing, to which areas is the affordable loss mostly 


used? There are several areas in an opportunity exploration that have several levels of priority. 


There are areas that are have high priority e.g. foundation expenses and have high necessity (e.g. 


laptop) and there are areas of less priority. Is the affordable loss applicable to all these areas or does 


an entrepreneur have preference for the use of affordable loss for highly necessary areas? 


Finally, concerning the methods to be used in future research, an experiment is well 


applicable to compare the use of the affordable loss with methods based on expected return such 


as the Net Present Value and the Real Options (Arend, Sarooghi, & Burkemper, 2015). 
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Business model innovation processes from a problem 
perspective 


 


Abstract  


Findings from three case studies of world leading manufacturing firms show that the main encountered 
business model problems included product-market fit, value capture failure, and customers’ lack of 
trust and risk aversion towards novel solutions. The identification and formulation of the three 
problems act as guideposts for problem-solving and thus guides the business model innovation 
process. First, by theoretically equating business model innovation processes with search, we show 
that to profit, firms shift from experiential or backward-looking search to forward-looking or cognitive 
search to create or discover new business model options. This shift is not sufficient for developing a 
new business model. Second, to progress there may be a need for changes in the complexity of the 
problems, altering the firm’s fitness landscape allowing for backward-looking problem-solving by 
drawing on existing capabilities. Third, firms need to dare to ‘risk their business’ by moving from 
offline evaluation to online evaluation for the business model innovation to come to fruition.  


Keywords: business model, complexity, experimentation, innovation processes, planning, problems, 
search.  


1. Introduction 
Researchers have suggested that established firms need to innovate their business models to 
stay competitive (Chesbrough and Rosenbloom, 2002; Björkdahl, 2009; Chesbrough, 2010). 
A stream of literature shows and argues for why business model innovation is important for 
firms’ continued  advantage (Johnson et al., 2009; Giesen et al., 2010; Björkdahl and Holmén, 
2013). A business model innovation may be implemented in a proactive way (e.g. Martins et 
al., 2015) or be a response to external chocks or economic problems (e.g. Giesen et al., 2010).  
 
This begs the question of how how business model innovation processes unfolds from its 
initation, design and implementation and what mechanisms shape or determine the processes. 
The literature dealing with the process of business model innovation in established firms 
characterizes the processes as based on upfront planning in the sense that a business model 
innovation is to be created and launched by a systematic and structured process. The stage-
gate and sequential planning perspective characterizes firms as moving from some idea into 
its implementation (Martins et al., 2015; Sheehan and Stabell, 2007; Frankenberger et al., 
2013; Eurich et al., 2014). This approach to business model innovation has many similarities 
with new product development stage-gate models.  
 
An alternative is the experimental approach. Its main assumption is that business model 
innovation is more likely to succeed if the firm embarks on a trial and error or systematically 
experiment to design and test a viable business model. This take the form of planning and 
implementing a business model innovation experiment by designing and evaluating tests for 
alternative business models (e.g. Sosna et al., 2010; Chesbrough, 2010; Blank and Dorf, 
2012). This approach is based on case studies (e.g. Sosna et al., 2010) or practitioner-based 
approaches (Blank and Dorf, 2012).  
 
While the two outlined approaches have substantial merits, the questions are if there are other 
ways for how business model innovation is created and implemented in established firms and 
what the mechanisms for the progression of the business model innovation processes are. This 
paper will show that a useful theoretical approach for analyzing business model innovation 







processes is to focus on the problems that are formulated, evaluated and how they are or 
attempted to be solved. Our theoretical starting point is that a business model innovation 
process may be viewed as search (Cyert and March, 1963) for an economically viable 
business model. In line with the problem-solving perspective we focus on the formulation and 
solving of valuable problems as focusing devices for managerial attention and decisions 
(Nickerson and Zenger, 2004). Some of these problems, may be addressed by drawing on 
existing routines and capabilities, while some of the problems may require a shift from 
experiential wisdom to forward looking search (Gavetti and Levinthal, 2000; Tversky and 
Kahneman, 1986; Levitt and March, 1988). In doing so, this paper focuses on business model 
problems in order to understand how different problems trigger, shape and prevent business 
model innovation processes in established firms. “Business model problems” here refers to 
the problems of creating and delivering value to customers, and capturing value from these 
activities.  
 
Empirically, the paper investigates the processes for how three established, world leading 
manufacturing firms that wanted to increase profits from existing businesses run into and 
overcome business model problems. The cases were selected because each firm’s product 
innovation trajectories were path dependent, but by searching created new paths for how to 
create and capture value by means of their business models.  
 
2. Business model innovation processes  
A business model describes how a business of a firm is built-up by positioning the firm in its 
value creating and value capturing network for its specific business (Magretta, 2002; 
Björkdahl, 2007; Teece, 2010; Zott et al, 2011; Baden-Fuller and Mangematin, 2013). 
Business model innovation may redefine an existing product or service, its value to the 
customer and/or how the firm profits from the customer offering (Zott and Amit, 2010; Brink 
and Holmén, 2009; Björkdahl, 2009). In this study we define a business model innovation as 
the launch of a business model that is new to the firm, where the business model innovation 
processes (search) refer to the activities before, during and (shortly) after the launch of the 
firm’s new business model.  
 
The process for introducing a new business innovation on the market is viewed in different 
ways. Some scholars view the process as linear consisting of different stages or propose that 
such process should be used proactively for how new business models can be ideated and 
designed (e.g. Martins et al., 2015; Sheehan and Stabell, 2007; Frankenberger et al., 2013; 
Eurich et al., 2014). These processes to business model innovation are similar to stage-gate 
processes (Cooper, 1990). One drawback with stage-gate processes is that once a proposed 
strategy (or business model) has passed one stage it is viewed as being “right” for its more 
advanced stage (Christensen et al., 2008). Thus, once a business model or product concept has 
been approved, skillfull execution is what remains. For product development most companies 
continue to follow the stage-gate system because they see no alternative (Christensen et al., 
2008). These ideas are transferred to the context of business model innovation without 
showing that the the business model innovation processes do or should be used in the 
suggested manner, nor that the process is more likely to succeed than other approaches. If not 
based on very small changes, a major dilemma is that the result of a business model 
innovation is uncertain and the outcome may be unknowable. 
 
Business model innovation could also be seen as consisting of an experimental or trial and 
error process, and may be developed in such a manner. It is not controversial to state that the 
process from a new value proposition for a product to its implementation and then acceptance 







by users and economic success often is very long for established firms. Many times such a 
process is associated with long trial-and-error learning for the firm with regard to its business 
model (McGrath, 2010; Sosna et al, 2010; Chesbrough, 2010). Such learning resulting in 
business model innovation emphasizes the centrality of experimentation in the development 
of a new business model and assumes that such the process cannot be fully anticipated in 
advance. In some instances the experimentation consists of a plan, design, test and re-test of 
alternative business model variants until the firm finds one that is ‘good enough’ (Sosna et al., 
2010). In other instances the experiments consists of discovery driven planning to model and 
test unknown assumptions to arrive at an attractive business model (McGrath and Macmillan, 
1995). When the experimentation consists of testing and re-testing alternative business model 
variants failure become an integral part of the search for a business model innovation (Blank 
and Dorf, 2012). The stage-gate or experimentation approaches share the view that business 
model innovation is planned.  
 
3. Search, problem formulation and problem solving 
3.1 Problem formulation and problem solving 
A focusing device for how a firm create economically viable knowledge, i.e. knowledge about 
a new business model, would be how firms search by formulating and solving problems. 
Problems can be described as deviations from the set of desired specific conditions, which 
produce a symptom or web of symptoms that need to be addressed (Newell and Simon, 1972; 
Watson, 1976). Problem formulation depends on an individual’s or a firm’s aspirational level 
as well the actor’s perception of the objective reality (Landry, 1995). Important managerial 
mechanisms feeding into the “search” for problems or problem formulation include deviations 
in profits or turnover from plans or annual budgets, returns on investment, differences in 
quality or performance compared to goals or statements or customer feedback (Pounds, 1969).  
 
The value of a formulated problem depends on the values of its array of possible solutions and 
the costs of discovering a particularly valuable solution (Nickerson and Zenger, 2004). A 
valuable problem consists of a conjecture about a non-mundane problem-solution pair. The 
formulation of a valuable problem must include the three attributes of: a) a (perceived) 
solution that is will benefit some actor(s), b) an actor that has discovered, identified or defined 
the valuable problem, and c) a perceived solution or a viable way of solving the problem.   
 
A valuable problem-solution pairing becomes an identified opportunity if the aspiration level 
is sufficient and the actor decides to act on the valuable problem-solution pair. A decision to 
act implies a selection among potential opportunities. Apart from the potential value of the 
solution, an important aspect of the decision to act is the level of difficulty for an actor to 
create a viable solution. This depends on the nature of the valuable problem and how the 
associated sub-problems are to be solved. When “the problem” is the unit of analysis, it is the 
complexity of the problem that explains the relative usefulness of different problem-solving 
alternatives to find valuable solutions (Nickerson and Zenger, 2004). The more complex the 
problem, the more “integrated” the mode of organization that is required to solve it.  
 
A firm typically progresses along a particular technological trajectory in an incremental and 
cumulative way, usually by solving specific sets of problems (Nelson and Winter, 1982). The 
firm’s direction of search and the new accumulation of knowledge are constrained by the 
firm’s existing experience and knowledge. In particular, the direction of the firm’s search for 
new knowledge is strongly influenced by the goods it produces (Patel and Pavitt, 1997). In 
other words, knowledge creation is influenced by past choices, and follows a trajectory or 
path of competence development.  







 
3.2 Search and fitness landscape 
The creation of economically useful knowledge is a source of profit for the firm but the search 
for new knowledge is inherently uncertain. In part the reason is that individuals can neither 
envision all their available alternatives nor completely specify the causal linkages among their 
alternative actions and their outcomes as the attempts to do so are limited by the many 
potentially relevant variables in a problem and their interrelationships (Gavetti 2005). 
However, there are differences between forward and backward looking search as they are 
based on different logics of choice that form the intelligence of the action (Gavetti and 
Levinthal, 2000). Backward-looking or experiential search is history-dependent and founded 
on experiential wisdom so that search for novelties is firmly rooted in the firm’s routines and 
organizational capabilities. The experiental wisdom that is accumulated over time as a 
consequence of positive and negative reinforcement of choices made in the past. Therefore, 
prior choices that have led to positive outcomes are reinforced and choices that have led to 
negative outcomes is diminished.  
 
Backward looking search is efficient as it exploits existing knowledge and capabilities but 
constrains new ideas to depend on old resources. In the parlance of rugged fitness landscapes, 
backward-looking search identify local peak, and if a climb to the a given satisfy the 
aspiration levels of managers, higher peaks further away in the fitness landscape will  be 
overlooked. This implies that a key aspect of successful search is the ability to shift o 
cognitive representations.  
 
Forward looking or cognitive search is based on the cognitive perception of the linkage 
between the choice of actions and the impact of those actions (Gavetti and Levinthal, 2000).  
These beliefs comes from an individual’s mental model of the world. Managers are limited by 
being boundedly rational and by their imperfect cognitive representations that they use to 
understand their environment. These cognitive representations are determinants of managerial 
decisions and firm strategy (Tversky and Kahneman 1986, Simon 1991).  
 
Whether search is forward-looking based on cognitive processes, or backward-looking based 
on experiential wisdom implies differences in whether managers and firms evaluate the set of 
alternatives that lie in managers’ cognitive space “online” or “offline” (Gavetti, 2005). 
Forward-looking search may generate a large a large cohort of alternatives that needs to be 
analyzed or assessed. Offline evaluation refers to an assessment of alternatives where actors 
do not need to engage in an activity to evaluate it (Gavetti  and Levinthal 2000). A failed 
offline evaluation is unlikely to be costly as it performed vicariously to the firm’s real 
business. Online search, on the other hand entails more effort by engaging with the “real 
world” and often only allows for evaluating one alternative at a time. As the cost of failure 
can be high, online evaluation may at times endanger the entire business or at least be 
burdened with a high alternative cost. Therefore online evaluation tends to be local, involving 
search for novelties with a better payoff closely corresponding to current activities. Offline 
evaluation on the other hand can be very distant from the firm’s the experiences; distant 
cognitive representation are risky as they may be totally unrealistic.  
 
Online and offline evaluation are not mutually exclusive but may be combined but one may 
dominate over the other. If a firm is focusing on experiential search across a few variables and 
there are strong interrelationships among variables of a problem, then the firm is more likely 
to get stuck in terrains of poor local peaks in the fitness landscape (Kauffman, 1993; 







Levinthal, 1999; Gavetti and Levinthal, 2000).1 From the literature we may infer that a shift 
from backward to forward looking search allow for changing into a better business model 
given the firm’s context, that is as moving to a region with higher peaks. At the same time, the 
shift poses risks in that that the new model may be inferior to the old. However, shifting 
modes of search may allow for a freer identification of opportunities and allow for a “reality 
check” by drawing on existing capabilities and resources.  
 
4. Method 
The paper draws on comparative case studies of commonalities (Ragin, 1999) to identify 
problems and sequences of problems from a business model perspective when 
commercializing new value propositions. Each of the selected firms have been world leading 
in their markets for decades but were all threatened by commoditization of their products, 
which they responded to by improving the value proposition. However, to profit they were 
required to overcome problems that “forced” them to innovate their business models.  
 
The first case illustration has been carried out in Platinum, a Swedish multinational 
corporation. It has its origin in the invention of the milk separator patented in 1878. The firm 
has three product areas: heat transfer, centrifugal separation and fluid handling. The case 
illustrates how Platinum created a new business based on optimizing sludge dewatering in 
wastewater plants through new control systems. The second case deals with the 
implementation of a new business model at Iridium, a Swedish multinational corporation 
working with three different business areas; Personal Care, Tissue, and Forest Products. The 
case narrates the period when the firm began to radically change its business model from 
selling products to selling bundles of products and services. The third case deals with a new 
business model for Titanium. Titanium is a multinational corporation with world leading 
positions in compressors, construction equipments and power tools. The case illustrates how 
Titanium implemented a business model innovation for compressed air installations.  
 
Case selection was based on maximizing and minimizing variation (Guba and Lincoln, 1989) 
to avoid selection bias and enable more general theorizing. The sampling strategy minimizes 
variation through a set of common denominators: 1) the firms are in the manufacturing sector, 
in particular, because they are based on core physical products, 2) the firms are large 
established firms that that for a long time have had one overarching business model adopted. 
3) the firms wanted to find new ways to create and capture value. At the same time, we 
maximize variation by including 4) firms that both have successes and failures in terms of 
attempts to implement business model innovation.  
 
All case illustrations draw on multiple sources of data, including internal documentation, 
workshops, articles from trade press, in-depth interviews with persons at different hierarchical 
levels and functional positions, internal presentation materials, different versions of business 
plans for the product, and annual reports. In total 21 interviews have been conducted. 
Interviews were conducted both before some of the problems occurred and after they were 
encountered as problems and how the firms subsequently solved the problems.  
 


                                                            
1 Simulations show that cognition allow firms to overcome such “basins of attractions”, say a specified business 
model at high level of abstraction, which implies the firm can search for a more viable and distant businesses. A 
business model that is described at a high level of abstraction corresponds to the local region of the fitness 
landscape. Tailoring of the business model will allow for changes in value capture. A local peak corresponds to 
the best implementation of the abstract specification, design or conceptualization of the business model.  







We analysed the data by using a comparative analysis where similarities and differences in 
the cases were identified. For doing so, first the three case were done separately and then we 
tried to extract the critical events during the evolution of each business model. Hence, we 
analyzed how the firms search for new business models. By doing so we used the business 
model and its elements as the fitness landscape for which firms searched for viable business 
models. In theory the effect on fitness of the different elements that constitute a firm’s 
business model is interactive (Levinthal, 1997). Because of the interaction effects the fitness 
landscape of a firm’s business model is “rugged” with multiple peaks (Levinthal, 1997). This 
means that that the firm work with unknown assumptions for finding business model elements 
that constitute the optimal fit. The cases include both forward-looking search processes based 
on firms’ cognitive maps and backward looking search processes based on experience 
(Gavetti and Levinthal, 2000). Thus, in practice we used a simple model characterizing the 
elements of the firm’s business model as the fitness landscape for which firm’s search for 
viable business models, how they looked backwards and how they looked forward and 
whether they used on-line or off-line evaluation. For doing so we characterize the search 
processes as the formulation and solution of critical problems in the business model, and 
whether the problem solving improved the fitness of the business model. These problem-
solution pairs were then mapped on a business model canvas so that their corresponding 
business model element would be identified, and the order of the problem-solving pairs. In 
this way, we recognized the frequency of each problem occurance and sorted the most 
important problems in accordance to their commonality in all three cases. In each case we 
also identified the problem sequence to see if there were similarities between the cases.  
 
5. Business model problems: Three established firms and their business model   
    innovation processes 
 
5.1 Platinum  
Platinum implemented a new business model based on optimizing sludge dewatering in 
wastewater plants. Platinum manufactures decanter centrifuges designed to dewater sludge 
which is the costliest process in a wastewater plant. For decades, Platinum had been the world 
market leader in sludge treatment technology but suffered from low margins on product sales, 
as competitors rapidly imitated Platinum’s new decanters.  
 
Over the years Platinum had created a strong knowledge base of its customers’ processes but 
which it had failed to exploit. The firm saw an opportunity to capture value by adding ICT 
components and sub-systems to its decanters to optimize the process of dewatering sludge, 
which would result in huge savings for its targeted customer segment. They did so by 
experiential search to sequentially evaluate a few product innovation alternatives.  
 
The idea to develop a new more intelligent product offer came in 1991, but after some time 
searching locally and evaluating the new product on-line, the firm encountered technological 
problems as sensors on the market failed to continuously measure the sludge. Platinum’s in-
house resources and capabilities were insufficient to create the sensors required, which meant 
the developed technologies led to an inferior value proposition . After almost a decade the 
quality of the sensors available on the market was sufficiently high and the development of 
the product was restarted.  
 
The continued development required new ICT-related resources and capabilities that Platinum 
lacked, especially software development, such as coding their knowledge of customers 
processes into software algorithms. To solve this, the firm contracted a partner for the 







development but after having invested a a lot of money, the development came to a halt when 
the partner encountered difficulties that made the firm file for bankruptcy. Since Platinum 
lacked the software development capabilities, the firm decided to build-up the competencies 
itself, partly by employing staff from its former partner.  
 
From a business perspective, Platinum saw an opportunity to profit from lowering customers’ 
operating cost and that the firm had a superior value proposition compared to the competitors. 
The economic value to the customer in the form of annual cost savings was worth 
substantially more than the cost of a decanter during its life-cycle, and no competitor could 
match such a potential offer. However, to capture value, one problem was that decanters were 
sold with public tenders with one-time upfront payment where the tender was given to the 
firm offering the lowest price given that the decanter fulfilled certain criteria. Despite this, the 
firm’s market unit which was responsible for the selling of the decanters, wanted to sell the 
decanters in the same way as in the old business model. However, the top management did 
not deem it to be possible to use one-time upfront payment to profit from the new decanters 
and needed to solve the problem. Thus, Platinum started to cognitively search more distantly 
away from their current business logic, and evaluating the solutions to the business model 
problem in an off-line manner to realize the potential value. 
 
To capture value from the created value to customers, Platinum decided, to launch the new 
value proposition with a new business model by adopting a licence fee based on the 
customers’ cost savings, despite the dramatic shift in how the industry conducted business. 
Platinum’s management team created a separate business unit in order to develop the new 
business model innovation and to isolate it from the line organization. The new business 
model also meant that the customer relationship changed with closer interactions as well as 
the distribution and selling of the decanters.  
 
After the implementation of the new business model new problems were encountered in the 
business model that were not been foreseen prior to the on-line evaluation. These were related 
to the value proposition of the business model. Although the firm had a superior offer, the 
customers did not believe they would save money in the long term. Therefore, the value 
proposition needed to be substantiated beyond claiming superiority to the customers. To solve 
the new problem, Platinum set up test installations and created algorithms to show the savings 
to customers. Due to the problems encountered with the new business, it took 12 years to 
search, develop, evaluate and implement the business model innovation from initial 
formulation to the first commercial sales. Even if the initial idea was not to bring forward a 
completely new business model, the search mechanisms and encountered problems based on 
the off-line and on-line evaluations resulted in a business model innovation. Most of the 
problems that forced the firm to change the business model in order to capture value from the 
augemented product were not solved in a sequential manner and without evaluating the offer 
on-line.  
 
5.2 Iridium Personal Care 
For many years, Iridium Personal Care was a world leader in selling hygiene products to 
nursing homes. However, its profit margin was decreasing as its technological lead was 
deteriorating because of commoditization. In 2004 top management believed that Iridium 
Personal Care needed to search for alternative ways of doing business. Rather than searching 
locally based on current behavior, the firm started to search cognitively and invoking a broad 
set of alternative actions. This included  workshops with a team that were to identify new 







ways of doing business, and open ended interviews and discussions with customers 
concerning their daily problems.   
 
An early insight from the off-line evaluation was that major customer problems included low 
staff motivation and high staff turnover which led to low service quality for the nursing 
homes. In terms of hygiene, poor handling of hygiene products led to various patient 
complications and diseases, resulting in a hygiene cost per patient that far exceeded the price 
of the products. At the same time, product prices were difficult to raise without losing 
customers, as sales were dominated by public tenders. The insights from the customer 
processes and problems resulted in a decision to create and bundle services with the product 
offerings.  
 
By means of interacting with nurses and other staff, the firm would set up better hygiene 
routines among nursing homes. The services would provide customer value but would not be 
sold separately. The products would instead carry a premium price tag where the services and 
products would be bundled. The reason for this was that the firm could not charge for services 
in all markets because of institutional reasons. Customers would save money in the long term 
by lowering the total life time hygiene costs while Iridium Personal Care would benefit from a 
closer customer relationship allowing for selling products with a higher margin. This idea to 
sell bundles of services and products to its existing customer segment (nursing homes) was 
identified as the most promising approach because of its strong relation with nursing homes’ 
customers and the knowledge the firm had about the processes in nursing homes.  
 
To target the nursing homes, Iridium Personal Care created a new service oriented business 
model. After the launch and the on-line evaluation of the new business model the firm 
encountered new problems with its business model. Many customers were willing to engage 
with the services especially in markets dominated by nurses as the sales force, because they 
were better trained to understand the customer problems than other sellers. However, as a 
consequence of this interaction the sales force spent much time educating customers without 
bringing in extra sales. Thus, the alternative cost was very high for the firm and the sales 
force, leading to low profit and low incentives for the sales force. In addition Iridium Personal 
Care had a problem to profit from its new business model as its revenue model was based on 
product sales without any obligation for the nursing home to buy Iridium Personal Care’s 
products which led to relatively poor increase in sales. As the new personnel intensive 
business model basically gave services away, the consequence was that the cost structure 
increased without improved revenue. These were problems that were not encountered in the 
forward-looking search and off-line evaluation. 
 
To solve the problem, a more focused customer segmentation was made by including a 
screening phase that would allow identification and selection of customers interested in long 
term interaction and willingness to pay a product price premium. Still most potential 
customers did not understand or believe in the new service based value propositions of 
decreased hygiene costs. This problem became accentuated because the sales force that stood 
for the bulk of customer interaction lacked the knowledge for understanding the nursing home 
managers and staff, and thus were unable or even unwilling to trying to convince customers. 
Drawing on experiences across different markets were problematic as the institutions, revenue 
streams and business models varied greatly across different markets in e.g. Europe. In 
addition the services were launched before vital resources such as testing tools were in place, 
which were to guide the sales force’s activities and convince the customers of the financial 
viability of the new hygiene oriented processes. This became a new problem for the firm that 







at the first glance was not considered when the new business model was launched and before 
it was evaluated on-line. Thus it became obvious for the top managers that a more systematic 
approach for orchestrating a business model transformation was necessary.  
 
To formulate and manage the combined problems of poor capabilities, resources and 
incentives of local managers and staff, Iridium Personal Care arranged a set of workshops 
across Europe to improve the utilization and diffusion of the new business model. During 
these workshops it became clear that understanding the new service logic compared to the 
dominant product logic was problematic, not just among the sales force but also among 
managers because the firm’s dominant logic was product and not service oriented. In addition 
Iridium Personal Care suffered from organizational inertia in that the sales force wanted to 
have targets to act towards that allowed them to be rewarded for making a sales rather than 
setting up costly and time consuming service projects.  
 
Following the workshops, there were a lot of initiatives to solve the problems by local search, 
including setting up dedicated training for the staff, creating a set of new resources to support 
the staff interacting with the nursing homes, and involving commercial nurses in the project 
teams as the facilitators of communication between the firm and the nursing homes. Even if 
Iridium Personal Care changed its business model to overcome the problems of the 
implemented business model innovation, Iridium Personal Care had a difficulty to make 
services really successful. According to managers within the firm this was because top 
management was afraid of changing the revenue model to charge the nursing homes for 
services. Unlike Platinum, Iridium Personal Care started with forward-looking search and off-
line evaluation and moved to local search after a the on-line evaluation showed negative 
results that gave rise to new problems. An explaination for the failure was that top 
management wanted to exploit the current behavior in how to charge the customers. While 
forward-looking search and off-line evaluation is risk free, real economic activity is at stake in 
on-line trials, which in the Iridium Personal Care case meant that the firm instead started to 
search locally for solving the problems with the business model. 
 
5.3 Titanium 
Titanium introduced a new business model innovation based on a centralized control system 
for compressed air installations. Compressed air is used in most industries as a source of 
power in a wide range of application. A large part of the energy consumption in industry is 
from compressors and since the need for compressed air often cannot be known prior to 
operation much energy is wasted. Titanium was the market leader and had a large installed 
base of customers. The industry was characterized by fierce competition and Titanium’s 
product innovations did not increase the profits.  
 
The firm realized that it could lower its customers’ energy costs by integrating ICT hardware 
and software with its existing products. This value proposition however required a significant 
change in how Titanium approached its customers as they focused on the product price rather 
than the lowest life-cycle costs.  
 
Titanium identified an opportunity to generate more revenues by the fit between the value 
proposition to optimize the customers’ energy costs for compressor installations, and started 
developing new products, mainly based on new unique algorithms. However, there were both 
problems with the development of the control system for the compressors and capturing value 
from the development and the customers’ savings. These problems were encountered using 
both on-line and off-line evaluation and search based on experiental and cognitive processes. 







 
At the time of the launch in 2002 competitors had started to compete with similar, but not as 
sophisticated solutions. Since the competitors sold products per unit, Titanium believed that it 
would be a huge problem to change the revenue model, and the firm used the traditional way 
to get paid when the new business was launched. For the customer, the created value in terms 
of lower energy bills during the product’s life-cycle was worth more than the price of the 
equipment. However, because the firm decided to sell with a per unit price and with a low 
price, the firm was not able to capture much of the value compared to the savings of their 
customers. Titanium recognized it needed to search for a completely new business model in 
order to profit from the new technology relatively soon after the launch. This search was 
based on cognitive search where the firm first changed the revenue model from selling the 
product to sell a service contract based on what the customers would save and that was 
evaluated off-line. Unfortunately, when the change was evaluated on-line few customers were 
interested because the value proposition could not show how much they actually saved and 
since there were competing systems out on the market they did not believe that Titanium’s 
was better. Therefore, based on the on-line evaluation Titanium formulated new problems that 
needed to be solved. These problems were not formulated using cognitive search and off-line 
evaluation. Titanium needed to change its business model allowing for acquiring new 
customers by changing the technology so the value proposition could be demonstrated to the 
customers in terms of a simulation that calculated the savings and sellers that could do 
demonstrations for the customers. This allowed Titanium to profit from a larger part of the 
customer savings. In turn this implied that the firm needed to create a direct relation with the 
customer in order to actually demonstrate the value to the customer, which meant Titanium 
needed dedicated sellers. Similar to the Platinum case, Titanium wanted to exploit its current 
wisdom associated with existing actions while at the same time engaging in local search. 
Since the on-line evaluation resulted in problems for capturing value the firm needed to 
search more distantly based on more cognitive representations leading to a new business 
model. 
 
5.4 Summary of the cases  
There are similarities in how the firms implemented their business model innovation and the 
problems they encountered. The firms were market leaders that felt threatened by 
commoditization. To continue to profit they searched for means to improve their 
differentiation toward their existing customer segments which was done by either making 
their products more intelligent (Platinum; Titanium) or by servitization of their product offers 
(Iridium). The three firms had created a knowledge superiority compared to their customers 
(and competitors) which allowed them to identify major customer problems and to come up 
with novel ways of solving them through new value propositions. Their new value proposition 
to solving customer problems was based on lowering life cycle costs either by bringing in 
services (Iridium) or by improving the technology dramatically and lower the cost of 
operation for the customers (Platinum and Titanium). This means that the three firms began 
their journey to innovate their business model by reusing and recombining some of their 
existing key resources, key activities, customer segment and distribution channels. Over time 
some of these became parts of their new business models. However, over time they ran into 
major business model problems however, in that they lacked the required key resources 
internally to deliver on the promised value propositions, and for a long period of time the 
firms were unable to develop or to source the resources from others. To progress, these 
problems “forced” the firms not only to acquire new key resources and develop new 
capabilities and dramatically change their key activities, but also to change other business 
model elements, including the revenue streams, customer segmentation and their value 







propositions. Thus, new key resources, including technology had to be created or sourced 
externally, and other parts of the business model were also changed dramatically. In the end, 
despite their continued focus on their core customers, their new business models became 
radical rather than incremental. For Iridium the intention initially was to change the business 
model but for Platinum and Titanium, the business model innovation turned out to be an 
unintended consequence of the problems they encountered, which ended up in the selling of 
services instead of products.  
 
5.5 Main problems   
As Table 1 shows, this paper found three major business model problems common to the 
firms; poor product-market fit, difficulties to profit from the business, and that customers did 
not believe in or understand the suggested solution.  The difficulty to create a product-market 
fit refers to a poor fit between the value proposition and the target customer segment. This 
was reflected in the formulation of the value proposition and identification or creation of a 
customer segment on the one hand, and having access to necessary resources internally or 
externally to deliver the solution on the other hand.  
 
As seen in all the cases, a second major problem was the problem to profit from the business 
model, in that the cost structure or the revenue model made profit unfeasible.  
 
A third major problem was that customers did not believe in or understand the suggested 
solution. This forced the firms to reformulate and develop new value propositions including 
new technologies in order to demonstrate for example achieved cost savings for the 
customers.  
 
6. Discussion   
So what characterizes business model innovation processes in established firms that are 
running profitable businesses? Are there particular patterns or sequences to how business 
model problems emerge, that shape the business model innovation process?  
 
Typically the business model innovation starts by that the firm want to introduce a novel 
value proposition (Björkdahl, 2009; Baden-Fuller and Haefliger, 2013). Based on the new 
value proposition the firm formulate a number of problems with the established business 
model. These problems are solved in a sequential manner. If the solution does not solve the 
problem, the problem needs to be reformulated or the firm needs to find another to the 
problem. Alternative the solution works and the firm either needs to go on solving other 
problems that they formulate or are discovered in the established business model or the 
solution fix the problem with all the elements in the business model and the business model is 
believed to “fly” resulting in a business model innovation.  
 
For the cases we found that some problems simply are unobserved (or unobservable) until 
antecedent problems have been solved or circumvented. We identified a problem sequence in 
that the firms went from the main encountered problems, which consisted of the shift from the 
first problem consisting of value proposition, customer segment and key resources once this 
problem had been dealt with, to the issue of getting a revenue stream from the targeted 
customer segment. Once this had been dealt with, a final shift was to reformulate and develop 
a new value proposition.  
 
In contrast to the prior literature on business models dealing with planning and experimental 
approaches to foster business model innovation, the problems form the main problem 







sequence and thus determinants of the business model innovation processes. These problems 
are non- or nearly decomposable and act as guideposts for the business model processes. In 
some instances there is only one problem, but in most cases the problems are several in that 
they are not or cannot be known in advance before other problems are solved. 
 
By theoretically equating business model innovation processes with search, we show that to 
profit, firms shift from experiential or backward looking search to forward-looking or 
cognitive search to create or discover new business model options, see the Figure below. This 
shift is not sufficient for developing and launching a new business model; to progress there 
may be a need for changes in the complexity of the problems, altering the firm’s fitness 
landscape allowing for backward looking problem-solving to work by drawing on existing 
capabilities. Third, firm managers need to dare to ‘risk their business’ by moving from offline 
evaluation to online evaluation for the business model innovation to come to fruition. The 
shifts between experiential and cognitive search, and changes in the complexity of problems 
act as guideposts for business model innovation processes.  


 
 
 


 


 


 


 


 
7. Discussion and conclusion  
In summary, although the planned approaches to business model innovation, consisting of 
stage gate models or experiments and trial and error fine tuning, draw on technology 
management, experimental and learning litterature, we argue that a main shortcoming with the 
business model literature is that the innovation processes are under-theorized. A main 
contribution of this paper is that it shows that a theoretical focus of problems, their nature and 
their sequences may be a way to create such a theoretical foundation. We do so by viewing 
the process consisting of formulating and solving a number of problems in the firm’s business 
models (Nickerson and Zenger, 2004). This is a way forward in order to understand business 
model innovation as it becomes linked to the complexity literature (Simon, 1962), the 
problem-solving perspective (Nickerson and Zenger, 2004), and evolutionary and dynamic 
approaches in that one decision based on processes of problem formulation and solving leads 
to another decision, which over time might end up as a business model innovation. We 
therefore find that business model innovation processes involve a sequence of problems in the 
firms business model.  
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Second, we contribute to the business model literature by showing that the search procecses 
by means of formulating and solving problems consists of both cognitive and experiental 
search (Gavetti and Levinthal, 2000). Hence, in some instances the firms searched based on 
their experience to solve problems, while in other cases they based their search on cognition. 
The cases show two major patterns in their mode of search. One is from an experiental search 
moving to a cognitive search. The firms did so based on that they had to think and act in a 
way that they had not done before and change their position in their fitness landscape, mainly 
in order to be able to appropriate value from their business models. Another way as seen in 
the cases is that a firm used cognitive search moving to experienced search since the firm in 
the end did note dare to change fitness landscape and instead went back to the one they knew 
had worked before.  
 
Third, we contribute to the business model literature by finding that main business model 
problems include product-market fit, value capture failure, and customers’ lack of trust and 
risk aversion towards novel solutions. We suggest these problems are common drivers of 
business model innovation.  
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From Creativity to New Venture Creation: 
Exploring the potentials of training 
creativity and business-opportunity 
spotting 


 
 
Abstract: 
This paper explores the processes of creating new companies with original and useful business 
models from a conceptual perspective. Based on data from large-scale creativity training 
programs and business model development studies in Denmark encompassing over 100 
companies and 200 entrepreneurs, the key proposition of the paper is that entrepreneurs can 
enhance their development processes through training their competences in creativity and 
opportunity spotting. The paper presents the key training methods identified in this study 
including an embodied creativity training program for daily creativity training, as well as a 
software-based framework for identifying useful business model configurations. The notion and 
potential effect of each program as separate tools is discussed, followed by a more in-depth 
discussion of the interrelationships between creative processes, opportunity spotting and the 
choice of business model configurations. The implications of the paper are discussed in terms of 
a research program under establishment as well as a combined teaching module aimed at new 
venture creation students within higher-education, high schools and primary school levels.  
 
Key words: Creativity training, Opportunity spotting, New venture creation, Original and useful 
business models, Business model innovation 
 
  







1. Introduction  
It is in the interest of societies and nations world-wide to educate and facilitate the innovation 
capacities of their citizens, in the long run aspiring for growth and thereby wealth accumulation 
through business, but also better welfare and humanitarian solutions. As we speak, there is a 
growing realization that education is more than merely acquiring reading, writing, and 
mathematics skills. The ability to use the knowledge and wisdom we accumulate to create value 
is becoming evermore evident. It is being recognized that a part of creating successful new 
products and businesses involves using our knowledge and creativity, and both practitioners and 
academics are focused on decoding the complexity of creativity processes and utilizing them to a 
greater extent to create value through new business opportunities.  
 
The proposition being put forth in this paper is that both entrepreneurs and intrapreneurs can 
achieve improvements to their development processes through systematic training of their 
competences in creativity and in opportunity spotting relating to business models. Structure of 
the remainder of the paper is as follows: The next section provides the empirical background for 
this conceptual paper, namely Research Group for Unlimited Knowledge Application on the one 
hand, and the International Center for Innovation on the other. Section three introduces the 
theoretical basis of embodied creativity training as well as business models and business 
opportunities. The fourth section discusses the implications of connecting these fields of study 
and how they might be embedded into a research program under establishment as well as a 
combined teaching module aimed at new venture creation students within higher education, high 
schools and primary school levels. The final section offers implications and conclusions.  


2. Empirical background  
In the study of the fields of creativity and business models, we have been privileged to interact 
with more than 100 companies and over 200 dedicated individuals over the last 7 years in a 
number of structured cases using a participatory action research design. The goal of this research 
has been to help individuals and companies in developing novel solutions to existing problems, 
whether the case has been developing radically new, and creative, ideas or more incremental 
progressions to existing solutions.  


Research Group for Unlimited Knowledge Application 
The creativity data forming the basis of this paper is derived primarily from experimental and 
action research projects in private and public organisations and educational institutions 
conducted in relation to the Research Group for Unlimited Knowledge Application. The research 
focused on the situational, short-term as well as long-term enhancement of creativity for 
individuals, teams and organisations in any discipline.  
 
Some of the first internationally recognized creativity training programs were developed during 
the 1960’s. Most of these were short and simple including 10 minutes training programs that 
only gave a few hints of how to think creative (Ridley & Birney 1967; Miller, Russ, Gibson & 
Hall, 1970). Since then creativity training has become longer and more advanced including 
training programs lasting several days or weeks (Byrge & Hansen, 2013; Baer, 1988; Davis & 
Bull, 1978; Burstiner, 1973; Cliatt, Shaw & Sherwood, 1980; Byrge & Tang, 2015) including 
elements such as: processes (Parnes, 1992; De Bono, 1985), techniques (Wycoff, 1991), 







strategies (Davis & Roweton, 1968; Conningham & MacGregor, 2008) and cognitive stimulation 
(Gordon, 1961; De Bono, 1992). Today there are full bachelor programs where creativity is a 
central component like Creativity & Business Innovation at Vilnius College, full elective 
semesters like Creative Genius at Aalborg University as well as full master programs like the 
Creative Studies at Buffalo State University. 
 
Creativity training has been shown to have an important effect on the development of creativity 
for individuals (Rose & Lin, 1984; Scott, Leritz, & Mumford, 2004; Torrance, 1972). In fact, the 
discussion is no longer whether such training has an important effect for enhancing human 
creativity. Rather the current discussion is concerned with how much effect as well as the 
relationship between the type of training and the type of effect.  


There are only few disciplinary perspectives on the enhancement of human creativity. These 
include heredity, family and upbringing (Simonton 1994), knowledge accumulation and 
environment (Byrge & Hansen, 2014), domain related deliberate practice (Hayes 1989; 
Macnamara, Hambrick & Oswald (2014); Ericsson, Krampe and Tesch-Römer 1993) and 
creativity training (Scott, Leritz, & Mumford, 2004). Heredity, family and upbringing are almost 
contingent factors, which are difficult to change when humans reach adulthood. Environment is 
dynamic and can readily change depending on external non-controllable factors. Knowledge and 
domain related deliberate practice have the negative side of causing a less flexible mind 
(Frensch, & Sternberg, 1989). Thereby creativity training seems to offer itself as an important 
approach for the enhancement of creativity. 


Hansen & Byrge (2007) invented a new method for planning and facilitating a creative process 
for highly heterogeneous groups. The method is called The Creative Platform. The Creative 
Platform was originally designed to facilitate a creative process involving both industry and 
university actors in a 48-hour camp setting. These industry–educational creative processes using 
this method in 24-48 hour camp settings quickly became popular across the educational system 
in Denmark and a number of practitioner books (Byrge & Hansen, 2007; Byrge & Hansen, 2008; 
Ullersted, Bager, Blom, Borg Larsen, Byrge, 2010) were published to support this dissemination. 
Later, The Creative Platform became popular in the broader industry and in particular in 
educational settings to facilitate creative process of networks, teams, groupwork, classes and 
departments.  


Studies on the application of The Creative Platform in a creativity network consisting of 18 
cross-industry organisations found that participants experienced a higher level of concentration, 
motivation, confidence and knowledge application than in other creative work (Byrge 2011). 
Participants identify a number of variables important for this effect including a high diversity in 
the team, a rapid production of ideas, a strong focus on ideas rather than persons, use of external 
memory, absence of technical devices, anonymity, intensive creativity exercises, and a consistent 
acceptance of all ideas and mistakes (Byrge, 2011). 


The Creative Platform was criticized for only having a short-term effect, and a call for a more 
long-term development of creative individuals was growing among practitioners that had been in 
touch with the The Creative Platform. In collaboration with public organisations and private 
companies Byrge (2016, working book) developed an Embodied Creativity Training Program to 
facilitate a long-term development of creativity. The Embodied Creativity Training Program is 







applied as morning training, training in the beginning of meetings, individual training and as 
monthly training depending on the organizational/educational setup.  


Studies on the application of the Embodied Creativity Training Program using experimental pre- 
and post-tests shows that creative production is significantly increased both in terms of fluency, 
flexibility, originality and resistance to premature closure (Byrge & Hansen, 2013; Byrge & 
Tang, 2015). It also shows a significant increase in creative self-efficacy (Byrge & Tang, 2015). 
Organizational studies on the application of the Embodied Creativity Training Program shows an 
effect in relation to a more open mind towards organizational change, an increased willingness 
and ability to elaborate on ideas from colleagues, a strengthened feeling of community and 
increase in knowledge sharing as well as an increased level of energy at the workplace (Byrge, 
Osmundsen, Tang, 2013). The study also showed a strong grouping among employees into “hot” 
or “not” – employees seem to either love the training or not wanting to train at all. 


Business Models 
The business model research data forming the basis of this paper is derived primarily from a 
large-scale research and business development project called the International Center for 
Innovation (ICI), and secondly on and a series of related spinoff projects. The research in this 
center focused on the process of designing, testing and implementing new business opportunities 
and business models. The researchers interacted with companies by testing applied methods that 
might enhance the success rate for managers and their businesses.  
 
The ICI project started in 2008 and was initiated as a business development initiative under the 
Northern Denmark Region funded by European Structural Funds. The region had an ambition to 
give the local businesses new knowledge and tools to strengthen their growth potential and to 
cope better with the rising global competition. The project took on the challenge of many 
companies in the region experiencing that their present business models could not maintain 
sufficient competitiveness, profitability and withstand the pressures of global competitors’ rapid 
copying of their products and solutions or the development of alternative new products. This 
despite the fact that many of the companies had been perfecting their ability to extensively 
innovate products many years and generally had a high innovation rate.  
 
As a result of 6 years of analysis on this data, the Business Model Design Center (BMDC) was 
established to continue the work enabling cutting-edge research by establishing a platform for 
multidisciplinary contributions that break away from traditional academic silos. The 
contributions of the rigorous scholarly research have led to publications in leading scholarly 
journals. Furthermore, the applied research and the sound strategic advice has had a significant 
impact on the practices of the companies with which BMDC continues to collaborate. This is 
evident from the ability to attract organizations and funding, as new industrial sectors and 
academic fields continue to start recognizing the importance of business model design for the 
future competitiveness of companies in an evermore complex global world. 
 
The business model research conducted in ICI was based on interaction between companies and 
researchers in order to create real innovations, with real impacts on customers. As researchers, 
we experienced that companies did not want us to simply disseminate state–of-the-art business 
model theory. Instead, they wanted the researchers to interact and to demonstrate how the 
theories and models could be used in real life. Therefore great efforts were made to convert the 







theory of creativity and business models to real-life situations. The ICI project was a unique 
action-research project that provided valuable empirical data and gave the participating 
companies new knowledge related to the understanding of business models, as well as how to 
design and test them.  


3. Theoretical background  


The Creative Platform 
The Creative Platform (Byrge & Hansen 2014) is a process-oriented method for teams. It is 
primarily a reflective training program because it gives the trainee an understanding of how and 
when to use the method to plan and facilitate creative processes in teams. As such it is part of 
building a strong method toolbox for creativity. It creates a short term breakaway from everyday 
thinking, behavior and communication in teams by training and facilitating according to four 
fundamental principles of creativity (Byrge & Hansen 2014). These four principles are as 
follows. 


1) No-experienced Judgment is to give the participants an experience that judgment is not 
taking place in the process. Any situation during the process where judgment is taking 
place will create an experience of judgment. Therefore the key is to replace all situations 
of judgment with non-judgmental situations. Hereby it will become possible to make 30 
minutes or 40 hours processes where the feeling of judgment is slowly replaced with no-
experienced judgment. There should be no judgment of the participants, of the process, of 
the ideas produced or any other part of the process. No-experienced Judgment is a 
principle that ensures that the participants dare to think and share original ideas in the 
process. 


2) Task Focus is to focus on the task rather than focusing on yourself or persons around. 
Person focus is standard in most teams because it is how we have been taught throughout 
educational systems. The most common person focus is to socialize. Socializing is a high 
demanding cognitive activity and will rarely leave room for creative incubation activity. 
Socializing involves a lot of judgment of the weather, the boss, a political party, a friend 
or other things, which eventually will lead to a stronger feeling of judgment in the 
process. It is therefore important to minimize socializing before and during the creative 
process. The same goes for personal introduction. Personal introductions often include a 
positioning of the participants into hierarchy, status, expertise and experience. The effect 
of a personal introduction is protectionism where the participants will do their best to live 
up to the position they branded themselves with in the personal introduction. This makes 
it difficult to share and accept non-logical ideas or non-rational ideas, which are typically 
the ideas that lead to other original ideas. It does not matter who is an expert in what. 
What really matters is that all the knowledge available is applied into ideas for solving 
the problem in the process. Task Focus is a principle that ensures that the participants can 
forget the rest of the world and the social systems they are part of for the duration of the 
creative process. 


3) Parallel Thinking is to be engaged in one part of the process at a time. It is also often 
referred to as “one task – one deadline” because the participants should never think about 
future or previous parts of the process. It is supposed to stop any kind of multitasking. 
The key is to make all participants focused on the same part of the process at the same 
time. The feeling of common focus will increase sensitivity in thinking on that particular 







part and it will insure good conditions for knowledge to easily flow from one person to 
another – because everybody is thinking about the same thing at the same time. Parallel 
Thinking is a principle that ensures that the participants are able to put all their cognitive 
attention capacity onto the part of the process at hand. 


4) Horizontal Thinking is to apply knowledge not directly related to the problem. 
Traditional education teaches and trains us to think vertical – to apply knowledge directly 
related to the problem. Vertical thinking is for example to use marketing books or 
marketing experience to solve marketing problems. This will lead to classic standard 
solutions to all kinds of problems. Horizontal thinking is for example to use your 
knowledge about how magnetism can “make a magnet piece stick to a magnet plate” to 
find a new way of “holding the two sides of the shoe together” in order to replace the 
traditional laces and Velcro. It does not take a user-centric approach, where focus is 
typically on satisfying existing user/customer needs. Rather it takes an originality 
approach, where focus is on the production of psychological or historical original and 
useful ideas by setting best conditions for an unlimited application of knowledge. 
Horizontal Thinking is a principle that ensures that the participants are able to combine 
all their knowledge in news ways regardless of its relation to the problem in the process. 


 
The Creative Platform follows a six-phase model for the process (Byrge & Hansen 2015). These 
six phases are designed to ensure that the participants in the process easily can follow the four 
fundamental principles for creativity. The six phases are as follows. 
 


Phase 1) Preparation involves the following activities: 
a) Setting a team from the perspective of making the biggest mental library possible 
b) Organize the physical room a in a way that supports the four fundamental principles.  
c) Plan the process in detail and organize the material needed for the process 


Phase 2) Red Carpet involves the following activities: 
a. You take responsibility to ensure the participants are not mentally stuck in the past 


and future. The key is to create a series of engaging creativity training exercises (or 
alternatively energizers). Typically the red carpet lasts for 20-40 minutes and 
involves 4-6 exercises. 


Phase 3) Problem Presentation involves the following activities:  
a. You take responsibility to ensure that the problem is presented shortly and with only 


the most necessary background information.  
b. The problem should be presented right after the red carpet. If presented before the 


red carpet the participants will have difficulties focusing on this presentation because 
they are mentally stuck in the past or the future. 


Phase 4) Idea Generation & Idea Development involves the following activities: 
a) Idea generation starts with a top of the head individual production of ideas.  
b) Ideas are quickly presented in smaller teams of 4-5 participants to ensure no-


experienced judgment. 
c) Selection is an individual process or done in teams by anonymous voting. The idea 


development will determine whether the surprising and original ideas are also 
applicable. 







Phase 5) Idea development is achieved by applying vertical and horizontal knowledge to 
the selected ideas in order to find out if and how they may be applicable. Professional 
(expert) Input involves the following activities: 
a) The purpose of professional input is to give the “surprising and original” ideas a 


second chance  
b) The participation of these new experts into the process requires an effort to make 


sure that they are not just judging whether they believe the ideas are 
useful/applicable or not. Blue Carpet involves the following activities: 


a) The purpose of the blue carpet is to take the participants down from The Creative 
Platform and back to their everyday life of judgment, multitasking, person focus and 
vertical thinking. 


b) The second step is to evaluate and discuss the creative process in order to make the 
planning, facilitation and performance better in the next creative process on The 
Creative Platform.  


Embodied Creativity Training Program 
The Embodied Creativity Training Program (Byrge, 2016, working book) is an exercise-oriented 
method for personal development. It is primarily made up of embodied training because it makes 
the trainee become more creative on command in all sorts of work settings including individual 
work, teamwork and broader organizational work. As such it is part of building and enhancing 
key skills for creativity. Embodied creativity training creates better situational conditions for 
creative performance on specific creativity variables. The notion is that by practicing being 
creative the trainee becomes more creative. This is the same notion that goes for embodied 
training for becoming better at soccer, dancing, singing, math, IQ-problems and most other 
skills. The creativity variables being trained are as follows: 
 
Creativity variable 1) Flexibility is to develop a variety of ideas that are diverse form each other 


(not similar ideas). It involves being able to change perception on command and to 
continuously change perception. 


Creativity variable 2) Parallel Thinking is to focus on what happens right now. It involves 
being able to work in accordance to one task – one deadline.  


Creativity variable 3) Fluency is to keep a thought process going. It involves being able to 
produce a high number of ideas in a short time.  


Creativity variable 4) Horizontal Thinking is to be able to combine existing non-related 
knowledge in new ways. It involves being able to identify and apply the principles behind 
products and situations.  


Creativity variable 5) Creative elaboration is to further develop existing ideas – this being your 
own ideas or the ideas produced by others. It involves being able to accept any idea and 
make creative contribution to this idea.  


Creativity variable 6) Persuasion is to convince others that your idea is a good idea in order to 
make them comply to the idea or to make them make further development on your idea. It 
involves being able to respond creatively to critical feedback on your ideas.  


Creativity variable 7) Originality is to produce unique and infrequent ideas. It involves being 
able to completely rethink how to approach a situation or a problem.  


Creativity variable 8) No-experienced Judgment is to think, share and elaborate on ideas 
without feeling judged by you or by others. It involves being able to accept mistakes made 
by you or by others.  







Creativity variable 9) Visualizing future scenarios is to fantasize about possible situations that 
have never happened and may never take plans. It involves being able to imagine 
improbable situations.  


Creativity variable 10) Challenge fundamental established theories and practices is to make 
a serious attempt to question beliefs by coming up with alternative perceptions or ideas.  


Creativity variable 11) Identifying creative output is to have an intuition to distinguish 
between non-original and original ideas and to be able to identify when fluency, flexibility 
and creative elaboration takes place in a creative work. 


 
The Embodied Creativity Training Program has several formats including a board game, a 
classroom facilitation setup, a digital online game, a team self-instruction program, as a digital e-
mail/text and as direct supervision and instruction. No matter the format chosen it should support 
the creation of an optimal situational condition for creative performance in each exercise. This 
means that the trainee should have the best conditions for being creative during each training 
exercise. The proposition of embodied creativity training is that the trainee will become more 
creative on command the more he/she trains. For example the trainee might train for 5 minutes a 
day, 1 hour a week, 6 hours a month or take a boot camp training creativity 40 hours straight. 
The hypothesis is that the more training the more the “creative variable” will turn into an 
embodied skill that becomes part of the automatic response pattern whenever creative ideas are 
needed. . 


Business model 
Defining what is a business model is an ongoing discussion. Porter points out that the term itself 
is inconclusive, “The definition of a business model is murky at best. Most often, it seems to 
refer to a loose conception of how a company does business and generates revenue. Yet simply 
having a business model is an exceedingly low bar to set for building a company” (Porter 2001, 
p. 73). Likewise, discussing the foundations of the term, Chesbrough & Rosenbloom (2002, 530) 
argue that the origins of the business model concept can be traced back to Chandler’s seminal 
book Strategy and Structure from 1962. Strategy, Chandler states, “can be defined as the 
determination of the basic long-term goals and objectives of an enterprise, and the adoption of 
courses of action and the allocation of resources necessary for carrying out these goals” 
(Chandler 1962, 13). Further developments of the concept travel through Ansoff’s (1965) 
thoughts on corporate strategy to Andrews’ (1980) definitions of corporate and business strategy, 
which, according to Chesbrough & Rosenbloom (2002), can be seen as a predecessor of and can 
be equal to that of a business model definition.  
 
The interest in business models in the wake of the dot.com boom led to the development of 
numerous business model definitions (for a thorough review of these, cf. Jensen 2014). While 
business models were often associated with companies that were not making money, the 
definitions of what a business model was, did not lack a revenue parameter. For example, Bell 
and Solomon (2002, xi) included a profit angle when they stated that a business model is: 
  
“[A] simplified representation of the network of causes and effects that determine the extent to 
which the entity creates value and earns profits.” 
 







In reality, the field was characterized by a very heterogeneous set of ideas about what business 
models were (the definitions), and what it meant to describe and analyze business models (the 
frameworks). Moreover, practitioners had very little guidance in their work with innovating the 
business models of companies. A breakthrough came in around 2004/2005 when Osterwalder 
introduced the business model as a conceptual tool (Osterwalder, 2004; Osterwalder and Pigneur, 
2005). His framework, or canvas as it is called today (Osterwalder and Pigneur, 2010), contains a 
set of elements (building blocks), describes their relationships, and allows for the expression of 
the business logic of a specific firm. It leads to a structured description of the value a company 
offers to one or several segments of customers. Moreover, Osterwalder and Pigneur’s (2010) 
framework also describes how the architecture of the firm and its network of partners serves as a 
platform for creating, and delivering this value and relationship capital, in turn leading to the 
generation of a sustainable revenue stream. 
 
This assumption corresponds with the previous remarks about business models being more 
complex than a matter of revenue model or profit margin scheme. Business models are 
concerned very much with the configuration of the whole activity system surrounding the value 
proposition aimed at the firm’s customer segment(s). Likewise, George and Bock (2011) define 
business models as the design of organizational structures to enact a commercial opportunity. 


Business opportunity  
A business opportunity, as a foundation for a company, can be defined in different manners. For 
example, franchises are a form of business opportunity that typically comes with a proven 
business model design from the firm offering the franchise to a potential franchisee. Other forms 
of business opportunities have smaller evidence of potential success than that of the franchise. In 
the United States the Federal Trade Commission (FTC) defines	 a Business opportunity as a 
commercial arrangement (Code of Federal Regulations, § 437.1 - 
https://www.law.cornell.edu/cfr/text/16/437.1) in which: 
 


1. A seller solicits a prospective purchaser to enter into a new business; and 
2. The prospective purchaser makes a required payment; and 
3. The seller, expressly or by implication, orally or in writing, represents that the seller or 


one or more designated persons will: 
a. Provide locations for the use or operation of equipment, displays, vending 


machines, or similar devices, owned, leased, controlled, or paid for by the 
purchaser; or 


b. Provide outlets, accounts, or customers, including, but not limited to, Internet 
outlets, accounts, or customers, for the purchaser's goods or services; or 


c. Buy back any or all of the goods or services that the purchaser makes, produces, 
fabricates, grows, breeds, modifies, or provides, including but not limited to 
providing payment for such services as, for example, stuffing envelopes from the 
purchaser's home. 


 
While these so-called “pre-made” business opportunities can be lucrative, the ability to innovate 
and create radically new business model configurations is also a possibility. A prospective 
entrepreneur can thereby either create radically new business model configurations around 
existing business opportunities, which might produce much more flexible solutions outside of the 
realm of the legal notion of business opportunities. On the other hand, an entrepreneur may 







identify a market segment in need of a distinct value proposition completely outside of the realm 
of existing business opportunities and in such a situation the degree of variation and room for 
creative solutions is much bigger. At the same time, however, uncertainty will also be expected 
to increase dramatically and the demands of the entrepreneur to be able to guide him/herself 
through the startup and financing process are probably also much greater.  


Generating new business opportunities 
Generating a business opportunity is not the same as actually starting a business. The 
entrepreneur, or team or entrepreneurs, who actually launch a business, need to complete a 
number of additional steps from that of idea generation and opportunity spotting. Entrepreneurs 
without experience often struggle with these steps. This may be due to the fact that they have no 
prior understanding of the many different business model configurations there are to choose from 
and how to go about conducting this analysis and choice. In the business model configuration 
module of this proposed education, students are trained to use the business model suite software 
that, from 249 value drivers, has identified 62 presently applied business model configurations. 
This software-based framework can be used for identifying useful business model configurations 
and supporting the analytical processes of students.  
 
An example of relatively new business opportunity is the APP industry that supports the Apple 
App-store environment. As in the licensing business opportunity, the business owner can be 
creative and invent products, but utilize a name brand, icon, or trademark of a widely recognized 
business. However, the created product is not at all influenced by Apple, but by market forces 
and creative abilities.  


Perfecting existing business opportunities 
Perfecting or refining a business opportunity is also a way of creating a new business model 
around a business opportunity, and most of these business opportunities come with helpful 
information and other items that can help launch the business successfully. An example of a 
Distributor perfecting existing business opportunities is in the case of the Danish Distributor of 
an American company Weber-Stephen a manufacturer of charcoal, gas and electric outdoor 
grills. After creating a sales success in their marked they added new accessories and created a fan 
culture around their brand. In this example we see that business model configurations actually 
can play an important inspirational role for the sake of identifying new ways of creating value 
around an existing business opportunity. 


4. Discussion 
In the sections above, we introduced the attributes and effects of each “program”, namely The 
Creative Platform and Embodied Creativity Training on the one hand and business opportunity 
and business model configuration spotting on the other, as separate tools. This leads us to 
discussing the interrelationships between creative processes, creative skills, opportunity spotting 
and the choice of business model configurations. From the outset of the theoretical sections 
above we here propose a conceptual process model for the creation of original and useful 
business models through the basic concepts of creative processes, creative skills and business 
opportunity spotting. The model,involves eight phases: 
 
 







1. Preparation 
2. Establishing a creative mindset 
3. Understanding problem or situation 
4. Idea generation 
5. Professional input & idea development 
6. Business model opportunity spotting 
7. Value proposition design 
8. Business model configuration 


 
In these eight phases it is possible to combine the traits of creativity training and opportunity 
spotting with business model configuration in a process where they create a gradual overlap 
between one another. In the beginning of the process the focus is completely on creativity 
training and creative process (YELLOW). Then, opportunity spotting (GREEN) is gradually 
introduced and finally the third phase of business model design, testing and configuration 
(PINK) is introduced. The first two phases gradually decline in focus, but do not disappear 
altogether.    


 
Figure 1: Process focus over time  


 
This conceptual process model for the creation of original and useful business models through 
the basic concepts of creative processes and business opportunity spotting is illustrated in figure 
2 below. In the figure we have depicted the necessary skills for each phase.  
 
 
 







 
 


Figure 2: Necessary skills related to the eight phases 
 


1. A future teaching module may be designed around the three focuses of A. creativity 
training and creative process, B. opportunity spotting and C. business model design, 
testing and configuration. This teaching module may follow the 8-phase model of 1. 
preparation, 2. establishing a creative mindset, 3. understanding problem or situation, 4. 
idea generation, 5. professional input & idea development, 6. business model opportunity 
spotting, 7. value proposition design, 8. business model configuration. Finally the 
teaching module may provide embodied training in parallel thinking, horizontal thinking, 
no-experienced judgment, challenge established theories and practices, flexibility, 
fluency, originality, identifying creative output, persuasion, creative elaboration, 
visualizing future scenarios, interaction with potential customers..  
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5. Implications and conclusions 
This paper documents two individual training programs from two different disciplines: creativity 
and business modeling. It combines these programs into a new program that has a stronger focus 
on the interrelation and will result in more original and useful business models. The findings in 
this paper are relevant for educational institutions who want to strengthen their current or future 
education in entrepreneurship, intrapreneurship or innovation management. They are also 
relevant for firms with an interest in creating original and useful business models.  
 
It is possible to conceptualize this contribution according to three dimensions:  


1. Methods; this dimension includes tools, techniques and process structures aimed facilitating 
and evaluating original thinking both in the form of creative methods and business 
model method. 


2. Personal development; this dimension relates to guiding the trainees on how to embody the 
creative and business model skills as well as teaching them how to structure training 
programs for themselves. This would lead to the creation of a creative genius mindset 
and a business model configuration mindset. 


3. Impact; this final dimension concerns the ability to persuade other stakeholders to buy in on 
a business development process and in the end also to buy into the chosen business 
model configuration and the team that might be created around such a business 
opportunity.  


 
A final point of notice is that on a university level we see this educational program as a post-
graduate program. This would ensure that the participants in, hopefully, cross-disciplinary start-
up teams, turn up at the table with highly specific knowledge gained in bachelor studies from 
which to contribute with. We envisage a teamwork model that is designed so that the originality 
of ideas does not die in compromises and furthermore so that start-up teamwork becomes more 
of a collaborative working process. 
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The Best of Both Worlds: How for-profit social ventures link social and 
economic missions for growth 


Abstract. This paper investigates how social and economic missions coherently coexist in order 
to grow a hybrid - for-profit social - venture. Hybrids must adopt strategies to scale and grow 
their businesses commercially in order to maximize their social impact. Through an exploratory, 
longitudinal study of six hybrid ventures we find 3 different micro-level approaches to combine 
dual missions - intertwined, economic-first, social-first. We make three important contributions 
to the entrepreneurship literature: One, our study provides a nuanced understanding under which 
conditions ventures with dual missions can achieve growth. Two, we add another dimension to 
the concept of mission drift, namely ‘social mission drift’ that is the risk of overprioritizing social 
goals and objectives that causes a serious neglect of the profit-making mission. Three, we 
problematize the hitherto binary distinction between social- and profit-oriented entrepreneurship. 


1 Introduction 


For-profit social ventures offer new approaches to address social problems in creative ways and 
bring about social change by unifying social and economic missions (Bacq & Janssen, 2011). 
Such hybrid social ventures thus pursue dual missions of achieving both social purpose and 
financial sustainability (Doherty et al., 2014), and are therefore constantly exposed to multiple, 
contrasting institutional logics (Pache & Santos, 2013). Competing social and economic missions 
and institutional logics provide hybrids with strategic alternative ways of engagement and 
stakeholder choice (Pratt & Foreman, 2000). Various studies have investigated specific 
organizational practices to deal with dual missions (e.g. Battilana & Dorado, 2010; Greenwood et 
al., 2010; Lounsbury, 2007). Hockerts (2015) argues that combining social and economic logics 
can lead to sustainable social impact and competitive advantage for hybrids as this enables them 
for example to appropriate value of antagonistic assets inaccessible for traditional for-profits. 
However, other authors are rather critical and question whether and how social and economic 
missions can successfully and coherently coexist (Mair & Martí, 2006; Peredo & McLean, 2006); 
or argue that higher levels of social missions imply lower levels of economic outcomes (Stevens 
et al., 2014). Furthermore, several studies point towards tensions between multiple missions that 
might even lead to organizational ‘paralysis’ (Pratt & Foreman, 2000).  


These tensions might be augmented in times of growth where hybrids might shift from a social 
towards a commercial orientation, often due to resource scarcity (Battilana et al., 2010). In this 
so-called “mission drift”, hybrids might be forced to sacrifice all or some of their social 
objectives to achieve firm growth (Chambers, 2014). Attaining long-term social impact and 
achieving sustainable growth without mission drift might be the biggest challenge a hybrid 
venture faces (Chambers, 2014). It is therefore important to investigate how potentially 
competing missions can be pursued simultaneously without sacrificing either social or 
commercial objectives in times of growth (Dacin et al., 2011; Doherty et al., 2014). The present 
study answers recent calls for providing a deeper understanding of the interplay between social 
and economic dimensions of for-profit social ventures (Doherty et al., 2014; Pache & Santos, 
2013). Thus, the following research questions are put forward: (1) How do hybrids pursue social 
and economic missions simultaneously? (2) How do different pursuits affect growth outcomes? 
To address these questions, we conducted comparative longitudinal case studies of six hybrids. 
To gain an understanding of the field, we proceed with a literature review.  







 


 


2 Literature review 


Hybrid organizations received increasing research attention in recent years. Hybrids pursue social 
missions while relying on commercial business models with earned income strategies (Santos et 
al., 2015). Due to their combination of social and commercial activities, hybrids have the 
opportunity to bring forward solutions to societal problems that neither traditional social nor 
traditional commercial business models are able to sufficiently address (Hoffmann et al., 2010). 
Moreover, extant research highlights, that hybrids face important and sometimes insurmountable 
challenges when combining social and economic missions (e.g., Stevens et al., 2014), which 
include mission drift and stakeholder perceptions of legitimacy (Doherty et al., 2014). 


2.1 The relation of dual missions of hybrids 


Several studies advance our knowledge of the relationship between social and economic missions 
(Battilana & Dorado, 2010; Dacin et al., 2010; Hockerts, 2015; Pache & Santos, 2010, 2013; 
Pratt & Foreman, 2000; Stevens et al., 2014; Voss et al., 2006; Wilson & Post, 2013). The 
outcomes of these studies vary - some emphasize that the combination of social and economic 
missions benefit one another (e.g., Battilana & Dorado, 2010; Pache & Santos, 2013; Wilson & 
Post, 2013) while others point out that dual missions derogate each other (e.g., Pratt & Foreman, 
2000; Stevens et al., 2014; Voss et al., 2006). Studies focusing on the positive spillover effects 
when having both social and economic missions view the creation of social value as closely 
linked or even integral to the successful achievement of economic outcomes (Wilson & Post, 
2013). Ideally, the generated financial resources are employed to achieve social missions (Dacin 
et al. 2010, 2011); creating a reinforcing mechanism. However, previous research acknowledges 
a trade-off between social and economic objectives (e.g., Austin et al., 2006). Studies finding 
negative and cannibalization effects between dual missions underline the conflicting demands of 
both social and economic goals and warn about the potential danger of drift in mission towards 
prioritizing economic objectives (Stevens et al., 2014). This shift in the organization’s mission 
from social to commercial orientation (i.e., mission drift) leads to sacrificing social goals in order 
to prioritize economic objectives and financial sustainability (Battilana & Dorado, 2010; 
Mersland & Strøm, 2010; Pache & Santos, 2010). In the following we present the two dominant 
research streams grounded in organizational and institutional theory that have investigated the 
link between social and economic missions in hybrid ventures: 


The first stream of research focusing on organizational identity highlights that hybrid 
organizations have an intrinsically dualistic hybrid identity due to their focus on combining social 
and economic missions (Miller & Wesley, 2010). Hybrid ventures display an equivalent 
utilitarian (i.e., economic rationality, maximization of profits, self-interest) but larger normative 
(i.e., traditions and symbols, internalization of ideology, altruism) identity compared to 
commercial entrepreneurial ventures (Moss et al., 2011). Moreover, due to incorporating dual 
organizational identities, hybrids obtain a better capacity to meet the demands of larger 
stakeholders groups (Pratt & Foreman, 2000) and achieve stronger stakeholder commitment and 
involvement (Peredo & Chrisman, 2006). However, dual identities can also hinder gaining 
attention from important stakeholders because they cannot easily categorize or label them as 
social enterprises. Although hybrids typically are able to attract and interact with a large 
stakeholder group (e.g. customers, social investors, supplies, non-profit organizations, media), 
these stakeholders may be challenged to fully understand – and thus support – the venture’s 
identity and subsequently dual missions. Besides confusion of external stakeholders, dual 







 


 


identities can also lead to emotional conflicts among internal stakeholders, and drain of resources 
(Voss et al., 2006), which ultimately can result in organizational ‘paralysis’ (Pratt & Foreman, 
2000) leading to a decrease in efficiency due to organizational attempts to harmoniously combine 
parallel identities.  


A second research stream investigates dual missions from an institutional theory perspective and 
addresses how hybrids deal with multiple institutional logics. Hybrids face conflicting 
institutional demands due to the dual logics embedded in their operations (Pache & Santos, 
2010). To cope with dual logics, Pache and Santos (2013) show that hybrids selectively couple 
elements prescribed by competing social welfare and commercial logics to protect legitimacy 
without costly deceptions or negotiations with external stakeholders. The authors find a “Trojan 
horse” pattern in which commercial ventures with low legitimacy strategically incorporate 
elements from the social welfare logic. Hybrids, thus, can deceive stakeholders in an attempt to 
gain legitimacy and ultimately a larger market share (Pache & Santos, 2013). Besides these 
micro-level approaches, literature has pointed towards specific organizational practices to deal 
with competing institutional logics at the organizational level and enable sustainable social 
impact and competitive advantage (Hockerts, 2015). For example, Battilana and Dorado (2010) 
show alternative hiring and socialization strategies to balance the competing expectations of 
institutional environments. Workforce downsizing (Greenwood et al., 2010) and contracting 
strategies (Lounsbury, 2007) are estimated as further organizational practices applied to survive 
and thrive when organizations are embedded in pluralistic institutional logics. Furthermore, 
through unique combinations of untapped resources hybrids create value (Hockerts, 2015). 
However, internal gaps can be created by an adherence to competing norms and values (Battilana 
& Dorado, 2010). Additionally, internal challenges with competing logics might arise from 
simultaneously satisfying demands of important external stakeholders such as customers or 
beneficiaries that have different interests (Pache & Santos, 2010, 2013; Tracey et al., 2013). This 
might result in a lack of external support from stakeholders required to survive or grow the 
hybrid organization. In order to maximize social impact, hybrids must adopt strategies to scale 
and grow their businesses commercially which we will address in the subsequent section.  


2.2 Growth of hybrid organizations 


In the social entrepreneurship domain, growth of hybrids is often understood as means to achieve 
greater social impact (Lumpkin et al., 2013). Growth ideally improves financial indicators, 
market share, customer satisfaction, number of employees and increases the organization’s social 
impact (Austin et al., 2006). However, increasing financial performance does not guarantee an 
increase in social impact, but increasing social impact may not be achievable without economic 
growth (Chambers, 2014). Hybrids either seek growth and competitive advantage in similar ways 
to mainstream businesses or are attracted by sustainable practices and deepening impacts within 
specific niches and communities (Vickers & Lyon, 2012).  


Hybrid’s growth processes are complex. They involve values, skills, and capabilities of founders, 
employees, stakeholders, local communities, and wider institutional influences (Vickers & Lyon, 
2012). Austin et al. (2006) argue that hybrids are often pulled into rapid growth due to pressure 
from investors, a competitive aggressiveness in funding policies, and a demand for their products 
and services. However, growth is not always found to be the best way to achieve the greatest 
impact because it can squander resources and increase financial risk taking, thus distracting 
hybrids from creating any impact (Austin et al., 2006). Growth in hybrids can lead to mission 







 


 


drift from a social to a commercial orientation (Battalina et al., 2012). This can damage the 
reputation of hybrids and consequently jeopardize future funding as the venture loses its 
credibility. Furthermore, mission drift can threaten the organizational culture by lowering 
employee morals leading to internal conflicts (Chamber, 2014). Thus hybrids must try to prevent 
mission drift in their ambition to grow and find growth strategies that do not compromise their 
social mission. However, research on how hybrids can achieve growth while simultaneously 
pursuing social and economic missions is extremely scarce (Vickers & Lyon, 2012). Our study 
aims to fill this gap by examining micro-level approaches to combining the dual missions of 
hybrids and how these influence growth outcomes.  


3 Research design and methods 


We conducted a multiple case study (Eisenhardt, 1989; Yin, 1994) comprised of six hybrids to 
explore processes of social venturing as well as uncover potential causal links between economic 
and social missions in relation to growth. This research design enables the investigation of a 
“contemporary phenomenon within its real life context” (Yin, 1994, p. 13) and cross-case 
comparisons to uncover emerging patterns (Eisenhardt, 1989). A qualitative methodology is 
especially useful as there is limited theoretical knowledge to warrant a deductive investigation. 


3.1 Theoretical sampling  


The six cases were purposefully selected to ensure analytical generalization (Eisenhardt, 1989) 
according to the following seven criteria: ventures (i) are new organizations (Gartner, 1988), 
which we define as younger than 10 years (see also Davidsson, 2005), (ii) for-profit social 
ventures in order to examine both the economic and social elements (Doherty et al., 2014 ), (iii) 
offer a physical product as opposed to a non-physical/online product or services to acknowledge 
specifics of a physical product, (iv) are different regarding their product categories to avoid 
results that merely capture specifics of a product category and industry, (v) are new ventures, not 
spin-offs of incumbents to avoid differences with regards to legitimacy and resource acquisition 
(Davidsson, 2005), and (vi) have experienced either growth or no/limited growth in terms of sales 
and number of employees. Moreover, (vii) we chose hybrids that adopted a Buy-One Give-One 
(B1G1) business model1, which provides unique insights to answer our research question. There 
are two reasons for this: one, the B1G1 business model structure connects economic and social 
missions inherently; and two, the B1G1 allows for a clear analytic separation between both 
missions. Find an overview of the cases in appendix 1.  


3.2 Data collection  


The study is based on enquiring (interviewing) and examining (secondary materials) techniques 
to collect rich data (Wolcott, 1994). Primary data were collected in two waves of semi-structured 
interviews with the founder(s), which resulted in 12 interviews (~300 single-spaced pages). 
Additionally, we received access to a full set of press releases (~37 single-spaced pages) and 
collected comprehensive secondary data (~470 single-spaced pages). Wherever possible, the 
                                                 


1A B1G1 compliments each sold product with an in-kind or monetary donation to a chosen social cause (Marquis & 
Park, 2014). Although the name might imply a literal one-for-one donation, some for-profit social ventures donate 
money or a different product. 







 


 


different types of data were triangulated and compared to ensure the credibility of information 
and statements within the material (Denzin & Lincoln, 2005).  


Primary data. We collected primary data in two waves. We interviewed the same six cases at two 
different points in time, first in October 2014 and a second in September 2015. The two-wave 
strategy allowed us to follow up and probe into the ventures’ development. Each interview lasted 
between 50 and 80 minutes and was transcribed verbatim. The interview questions of the 1st wave 
were based on 6 overall categories; aimed at understanding (1) the history of the ventures and 
founders, (2) the choice of social and economic mission, (3) the rationale for the B1G1 business 
model, (4) the structure of the B1G1 business model, (5) their market positioning and (6) their 
operations in buying- and donating markets. The 2nd wave focused on 5 categories: (1) the 
ventures’ development in the past year, (2) stakeholder feedback and their learning (3) the 
founders’ perception and assessment of the venture’s social and economic impact, (4) concrete 
social and economic growth and profit indicators, and (5) how dual missions are intertwined. 


Secondary data. The primary data was triangulated with a myriad of secondary data that where 
either organizational documents (prepared by the founders) or materials prepared by others. 
Organizational data includes company websites, marketing materials, press releases, book 
chapters written by founders as well as social media accounts from the firm’s Facebook, Twitter 
and YouTube channels. Data prepared by others includes publicly available media, newspaper 
articles, blog posts, and radio/TV interviews. Where possible, sources date back to the inception 
of the ventures, which helped us to obtain additional accounts of the firm’s development.  


3.3 Data analysis 


We undertook a rigorous coding and analysis process according to established inductive 
procedures (Gioia, Corley, & Hamilton, 2013; Miles & Huberman, 1994). Our coding process 
was supported by QSR NVivo 10 software, which we used to organize, code and analyze. Two of 
the three authors physically discussed and assigned codes and created a codebook together, which 
ensures inter-rater reliability. The codebook helped us to be consistent and create transparency of 
the relationships between codes (MacQueen, McLellan-Lemal, Bartholow, & Milstein, 2008). 
The third author remained an outsider to stay objective to the data (as suggested by Goia et al., 
2012: 5), critically assess the coding. To further ensure trustworthiness (Lincoln & Guba, 1985) 
we asked an experienced entrepreneurship researcher to join several coding sessions to question 
and evaluate our analyses, interpretations and conclusions. 


The coding process followed several iterative cycles, which means we worked recursively 
between the data, the emerging patterns and existing theory. In a first cycle, we used attribute and 
open (or topic) coding techniques. The former codes factual information about the 
entrepreneur(s) and ventures such as age, gender, founding year, type of business, type of 
business model (Lofland & Lofland, 1995). The latter is an initial systematic categorization of 
textual raw data, which identifies themes (Miles & Huberman, 1994). In this step we went 
through the raw data and asked the question “What is this passage/paragraph about?”, and 
thereby assigning representative theme names (codes). This resulted in 47 open codes. 


Having reduced the data and gained an initial understanding through the open coding process, in 
a next cycle we re-coded the data which resulted in 24 first-order codes (Gioia et al., 2013) (see 
appendix 2 for an overview). In a following step, the first-order codes were then categorized into 







 


 


(thematic) second-order categories. We asked the question “What is this statement an 
expression/example of?”, which is the first step in interpreting the data.  


Finally, we engaged in pattern and relationship coding to uncover causal links (Denzin & 
Lincoln, 2005). This step enabled us to uncover important similarities and differences between 
growing and non-growing SEVs. Potential patterns and relationships across cases and themes 
were explored by making extensive use of NVivo’s coding query functions to clarify coding 
connections between categories (Denzin & Lincoln, 2005), which allowed for cross-case 
comparisons. The coding was concluded after four cycles of (re-)coding. Theoretical saturation 
assumed when information, constructs and relationships were exhausted (Eisenhardt, 1989).  


4 Findings 


All six case companies identify themselves as for-profit social ventures that are driven by their 
social mission. All informants articulated growth ambitions in the first interview in 2014. One 
year later all six ventures had developed. Four companies had grown in number of sales and 
employees while two had not, both considering closing down their business. The six cases 
differed significantly in their reliance on social and economic missions. Overall, we identify three 
micro-level approaches to combining dual missions: an ‘Intertwined approach’, an ‘Economic-
first approach’, and a ‘Social-first approach’. Each approach resulted in different growth 
outcomes and was influenced by two different imprinting sources (see table 1). 


Table 1: Summary of findings 


Imprinting source 1: 
Personal motivation 


Imprinting source 2: 
Emotional 
attachment 


Micro-level approaches 
to combining dual 
missions 


Mediator: 
Mission spillover 
effects 


Growth 
outcome 


Implications 


Change the world 1st world strong  
3rd world strong 


Intertwined approach Strategically 
evolving 


Growth Sustainable growth 
of dual missions 


Give back to the 
world 


1st world moderate  
3rd world strong 


Economic-first 
approach 


Strategically 
constructed 


Growth Risk of mission 
drift toward 
economic 


Prove themselves 
to the world 


1st world weak  
3rd world strong 
 


Social-first approach Accidental  No-
growth 


Failure due to 
mission drift toward 
social 


The first imprinting source is the founders’ personal motivation for founding a hybrid venture. 
Human motivation influences how founders undertake entrepreneurial processes (Shane et al., 
2003); in our case how they approach dual missions. We identify three motivations for founding 
a hybrid: wanting to (i) change the world, (ii) give back to the world, and (iii) prove themselves 
to the world. Founders that are motivated to change the world belief in their ability to tackle the 
root-causes of social problems and create ripple effects to make a fundamental and lasting 
difference. In contrast, founders who are driven by a bad conscious are motivated to give back as 
they feel they owe the world. Lastly, founders who are motivated to prove themselves feel it is 
now their time to show that social solutions can and should be achievable. 


The second imprinting source is the founders’ emotional attachment to the social and economic 
missions. We observe that the higher the emotional attachment to the 1st and 3rd world offering, 
customers and beneficiaries, the more likely that the venture blends the two missions sustainably. 
We categorize founders’ emotional attachment into strong, moderate and weak. A strong 







 


 


emotional attachment means that the founders are deeply connected to their product or 
customers/beneficiaries due to e.g. longtime relationships with the region/cause. Founders with a 
moderate emotional attachment care about their product or customer/beneficiary group, but do 
not have long-standing and ongoing relationship. A weak emotional attachment means that the 
founders are relatively distanced from their product or customer/beneficiary group.  


These two imprinting sources are found to influence the micro-level approaches that 
entrepreneurs choose in combining dual missions. In the intertwined approach, both social and 
economic missions are pursued in tandem in both commercial and donor markets. In contrast, in 
the economic-first approach, both social and economic missions are only pursued simultaneously 
as long as they are not incompatible. If they start to conflict each other the founders chose to 
pursue the economic mission first. Vice versa, in the social-first approach both social and 
economic mission are pursued simultaneously as long as they are not incompatible. If in conflict, 
the founders chose the social mission first. 


Our analysis suggests that each of the three identified micro-level approaches is associated with 
varying degrees of ‘mission spillover effects’. Mission spillover effects are attaining (un)intended 
benefits to reach the economic mission as a consequence of pursuing a social mission and vice 
versa. We identify three different types of mission spillover effects (MSEs): (i) strategically 
evolving, (ii) strategically constructed, and (iii) accidental. A strategically evolving MSE is a mix 
of numerous intended and unintended benefits that entangle the dual missions over time. 
Strategically constructed MSEs are sought out and intended benefits between the social and 
economic missions. In contrast, accidental MSEs are unintended benefits between the social and 
economic missions. We find that these MSEs mediate the relationship between the micro-level 
approaches to dual missions and growth outcomes. 


In the following, we provide a deeper description of each of the three approaches to combining 
dual missions, the two imprinting sources, MSEs and implications for growth.  


4.1 Intertwined approach  


In the intertwined approach, both social and economic missions are pursued simultaneously and 
combined in both commercial and donor markets.  


Imprinting sources. This simultaneous pursuit of dual missions is possible due to two imprinting 
sources: strong emotional attachment to both 1st world offering and 3rd world target group as well 
as their strong motivation to make a lasting difference in the world. In this approach, the 
motivation to “change the world” was common among the founders.  


“GreatHealth will bring about change in health. We just know this is where we can make 
a difference as women and as business students.” (Blog GreatHealth, 2015) 


When founders talk about their motivation it seems to be characterized by a positive and 
passionate discourse. They do not see any limitations to their ability to achieve lasting social 
impact nor an end to the impact they could potentially achieve. In addition, the founders worked 
with the concrete social cause for many years before they started their social venture. Therefore, 
their social mission is very dear to their heart and they could acquire an in-depth knowledge and 
understanding and a relevant network to tackle and fulfill their social mission.  







 


 


”We have worked intensively with the economy of developing countries and had 
therefore chosen the theme ’microfinance’ for our thesis. After graduating we worked in 
big corporations. But we could not get away from what we had experienced in Africa. 
(Later) we developed our first plans. We thought about which products could help 
support the kids. Later we then opted for fashion as every woman has an emotional 
attachment to fashion – as well as to kids.” (Interview GloriousFashion, 2015) 


Because the founders have such a strong emotional attachment to their social mission they make 
an effort to continually reinforce this connection as well as trying to instill this connection in their 
employees. For example, the founders of GloriousFashion travel to their beneficiaries every year 
to be better informed about local needs and to advance their social impact.  


Founders also have a strong connection and knowledge about their 1st world offering; they care 
deeply about the quality and authenticity of their commercial products. One of the founders of 
GloriousFashion has worked for known fashion houses and acquired a lot of industry specific 
knowledge. In addition, the founders have business savvy, due to their education in business or 
prior work experience. Our data indicates that it is perhaps because of this business mindset that 
these founders do not believe that charity is a sustainable solution for social problems in general.  


Arriving at an intertwined approach. Emotional attachment and knowledge of both commercial 
and donor markets enables the intertwined hybrids to emotionally connect 1st and 3rd world 
offerings. GloriousFashion connects fashion and children’s well-being; topics that they and their 
1st world customers feel strongly about. They identify themselves strongly with both missions 
and therefore cannot separate social from economic mission as the following quote shows:  


“Yes, naturally, our overall goal is to support children in Africa. But one needs to find a 
way to make this attractive for customers. Here design and quality come into play as 
they are very important, but through the combination (with the social mission) it gets a 
high identification factor. So customers can really identify with GloriousFashion 
products (...). It’s the mix that’s doing the trick. I really couldn’t say what is more 
important or that one is more important than the other. It hangs all together, nothing 
works without the other.” (Interview GloriousFashion 2014) 


Mission spillover effects (MSEs). These ventures gain and build on multiple MSEs that are 
strategically evolving. Their social mission helps to win resourceful and high-status partners, to 
achieve cost reductions, and to receive favors from stake-holders. For example, GreatHealth was 
able to use a partner’s production facility for a fraction of the price while GloriousFashion’s 
distribution partner offered free shipping for the first year. These examples illustrate how social 
missions can have a positive spillover effects on the economic. Moreover, we find that the 
economic mission also supports the social mission in intertwined hybrids. To continue the 
examples above, cost reductions enable a more competitive price for the 1st world offering, which 
leads to more customers and thus more resources to pursue the social mission. Generally these 
ventures seem extremely creative in finding solutions to reduce the price for their 1st world 
offering and stay competitive. GloriousFashion, for example, buys leftover materials from large 
textile manufacturers that are comparably cheap. Through upcycling they can afford high-quality 
supplies, stay price-competitive while pursuing an environmentally conscious business approach. 
GreatHealth involves their beneficiaries in producing and co-designing their products. Thereby 
they empower and create an income source for their beneficiaries while saving costs for the 







 


 


venture. The social and economic missions reinforce each other consistently over time, which 
result in virtuous cycles (Casadesus-Masanell and Ricart, 2010).  


Growth outcomes and implications. The virtuous cycles strengthen and reinforce the 
interdependence of the dual missions. Through this interdependence the venture unlocks MSEs 
that increase their resource base and assets, which are crucial to stay competitive. When the 
venture does well economically it generates greater social impact, and when the venture achieves 
greater social impact it reaches a larger market share; both missions grow in tandem. Due to this 
interdependence these ventures are not at risk of mission drift.  


4.2 Economic-first approach 


In the economic-first approach, both social and economic missions are pursued simultaneously as 
long as they do not conflict each other. If so, founders chose to pursue the economic mission. 


Imprinting sources. The motivation “to give something back” to the world was common among 
founders adopting an economic-first approach. The informants reported, for example, that they 
have a bad conscious or regret previous behaviors and now want to make up for it.  


“In the beginning there was the bad conscious of the (founder). Increasingly he thought 
of his trips around the world and felt that it was not fair to take pictures of people 
without their consent and without them benefitting (from the image sale). In discussions 
with others he noted that many felt the same way.” (Press release GraceArt 2012) 


Compared to the founders of the intertwined approach, the discourse here is more rational and 
thoughtful. The rationality is mirrored in their emotional attachment. The founders portray a 
moderate emotional attachment to their social target group or social problem area. Even though a 
founder of GrandShoes has roots and personal contacts in the donor market; he has no relation to 
their beneficiaries. Because of this, the founder is able to make a rather informed and rational 
evaluation of which beneficiaries to address with what kind of product.  


“We have decided to offer shoes to our customers as well as beneficiaries because 
people only seldomly donate shoes.” (Interview GrandShoes 2014) 


In contrast, the founders have a strong emotional attachment to their economic mission, which is 
enacted through a rationally chosen 1st world market offering. Their ability to identify market 
opportunities is because of their previous industry experience. For example, while one of the 
founders of GrandShoes has founded a textile venture before, the founder of GraceArt is very 
passionate about art and has sold own pieces.  


Arriving at an economic-first approach. Due to the strong emotional attachment to the economic 
mission these ventures become more and more customer driven, i.e. economically driven. 
GraceArt, for example, continually highlights the importance of competitive pricing. They find 
solutions to cutting costs through market analysis which enabled GraceArt to uncover that 
suppliers receive only very small margins. GraceArt grants their suppliers a higher margin, 
however, forces them to donate most of it to its social mission. In the end suppliers receive the 
same, but contribute to a social mission. GraceArt themselves only donates a small percentage of 
their margin. Moreover, to be efficient, economic-first hybrids outsource the operational work 
connected to the social mission to established partners, requesting pictures and impact reports to 
assure their 1st world customers that their donations have done well. 







 


 


Because of their customer focus and business mindset they understand that they can win 
additional customers through storytelling. Storytelling is a central part of their commercial 
product offering and the social mission is purposefully used as a value proposition.  


“We are social and all conditions are met. This means we can help other people and use 
the social aspect as our unique selling proposition.” (Interview GrandShoes 2014) 


Mission spillover effects (MSEs). Due to the independence of both missions the economic-first 
hybrids only have limited MSEs and these are strategically constructed. The social mission 
positively effects the economic mission; most often we found that persuading stakeholders and 
partners becomes easier due to their social mission. For example, GrandShoes was able to attract 
a renowned business advisor who would usually not support startups. In addition, the ventures 
tell a story around their social mission to gain publicity. 


“For us it’s easiest to grow through PR. [] In comparison to other brands we have the 
advantage that we can tell a story (). And thus for many journalists we are an interesting 
topic. () We have been covered in various nation-wide newspapers and TV shows. () We 
hope to have even more collaborations with TV stations in the future.” (Interview 
GrandShoes 2014) 


Furthermore, we find that economic-first hybrids tend to use their social mission to strategically 
attract employees, who are willing to work for a lower salary because of the venture’s social 
mission. However, in contrast to the intertwined hybrids, we do not find evidence that the 
economic-first hybrids continually reinforce employees’ commitment to the social mission.  


Growth outcomes and implications. In contrast to the intertwined approach where the missions 
are entangled, in the economic-first approach the dual missions are independent and clearly 
analytically separable. Due to the B1G1 business model the social and economic missions still 
reinforce each other. The business model encourages “cooperation” between the dual missions to 
achieve economic growth and social impact, like one hand washes the other.  


Economic-first ventures grow as they attract a larger customer segment. They report that up to 
50% of their customers buy the product because of the social mission. The 1st world customers 
are central to the ventures’ development. From the beginning the customer’s feedback guides the 
commercial product development. Over time it also shapes the social mission of the venture. We 
see evidence that these ventures slowly drift away from their original social mission, i.e. they 
experience economic mission drift. The informants report that they would change their social 
mission if their 1st world customers requested them to do so.  


“Another social mission would just be as good; as long as it can be as easily explained. 
As a company we primarily look at the administrative effort. (We would like) to be able 
to control exactly what’s happening.” (Interview GrandShoes 2015) 


GraceArt is already a step ahead. They have implemented a system that allows the 1st world 
customers and suppliers to suggest new social projects; some of which already have been 
pursued. Therefore, economic-first hybrids develop into social ventures without a definite social 
mission; if customer preferences or value chain costs change they want to be able to adapt and 
change. Rather than pursuing their own social mission, these ventures want to enact a social 
mission that is at the heart of the customer. 







 


 


4.3 Social-first approach 


In the social-first approach, both social and economic mission are pursued simultaneously as long 
as they are not in conflict with each other. If in conflict, the founders chose the social mission. 


Imprinting sources. In this approach, founders are motivated by the feeling that it is now their 
time to be social and proof to the world that social venturing is the best way to do business. 


“In the textile industry, experts do not believe that companies can comply to social and 
environmental standards and be long-term competitive. We want to proof them wrong!” 
(Website NeverTextile 2015) 


When founders talk about their motivation the discourse is filled with deep concerns with current 
business practices that are purposefully harmful and ultimately destroy the world. Founders 
adopting a social-first approach have a weak emotional attachment to the commercial offering , 
but a strong attachment to their 3rd world market and beneficiaries. They care deeply about their 
social mission. This can be explained by having worked and lived in the region for a long time. 
For example, the founder of NoLights has worked for 20 years with the beneficiary group that his 
current venture is addressing. In these 20 years the founder has become very devoted to the 
people and the cause to help them. In contrast, founders are not nearly as attached to the 
economic mission. In line with the founders’ motivation, their choice of commercial product is 
rather guided by a general ethical concern than a passion for the product. 


“The social mission is the core motivation behind NeverTextile. Our (1st world) product 
is rather secondary. If we could help someone (in need) by selling cat food we would 
also do that. But we have decided to go into the textile industry as this industry faces 
serious ethical problems (that we can help addressing).” (Interview NeverTextile 2014) 


The founders are neither very interested in the product nor the customers; perceiving and treating 
them as donators. The role of the economic mission is exclusively to finance the social mission. 


Arriving at a social-first approach. The founders’ social motivation dictates how these ventures 
pursue their economic mission. This results in high quality commercial products that are made 
according to the highest ethical, environmental and socially responsible standards. For example, 
NeverTextile was the first national producer of textiles that were fully certified by Fairtrade, 
GOTS and ISO. This leads to increased costs, which makes their products more expensive 
compared to their competitors. They perceive the B1G1 business model to be such an original 
way of conducting social business that they assume customers are willing to finance the social 
mission and high quality product with a price premium. 


“All we need is that people hear from us. Then they will automatically buy from us 
because our (business model approach) is so cool.” (Interview NeverTextile 2015) 


Founders adopting this approach firmly believe that economic success will automatically follow 
because of the social mission. Placing the social mission so central, and viewing their B1G1 
business model as the differentiating factor, social-first hybrids believe that they do not have 
(m)any competitors in their commercial market. This poses challenges in that they reject 
customer and market feedback. 


Mission spillover effects (MSEs). Social-first hybrids tend to have only few, accidental MSEs. 
NeverTextile explained that they sometimes discover newspaper articles written about them 







 


 


because of the PR value, but that they do not deliberately take advantage of their social mission 
to gain popularity. Sometimes they are also discovered by “social” celebrities who want to join 
the cause and offer to become ambassadors – which reinforces their “socialness”.  


Growth outcomes and implications. As in the economic-first approach the dual missions are 
independent and clearly separable. In contrast, however, the social and economic missions do not 
reinforce each other. The founders adopting a social-first approach are unequivocally driven by 
the social mission and believe that everyone else should and will buy their products simply 
because of the social good they do. This uncompromising social positioning enables them to win 
a niche customer segment – typically the extremely dedicated, socially conscious customer. 
According to our data, this is however not enough to grow the business to a point where it 
reaches break-even or even beyond. With their religious focus on achieving the social mission, 
they reject important market input, which results in unattractive market offerings for a bigger 
audience. The economic mission becomes less and less important, i.e. social mission drift. 


5 Concluding Discussion 


With our findings we make three important contributions to the entrepreneurship literature: One, 
our study provides a nuanced understanding under which conditions ventures with dual missions 
can achieve sustainable growth, which to our knowledge is one of the first studies to investigate 
this issue empirically. Two, we add another dimension to the concept of mission drift, namely 
‘social mission drift’ that is the risk of overprioritizing social goals and objectives that causes a 
serious neglect of the profit-making mission. Three, we problematize the hitherto binary 
distinction between social- and profit-oriented entrepreneurship.  


5.1 Sustainable growth and mission drift 


Achieving sustainable growth is one of the most elusive challenges any startup may face. For a 
hybrid growth is an important and necessary factor in having continued social impact. However, 
growth is one of the most contested factors as it often is associated with mission drift or not being 
“social enough” to qualify as a social business (Blount & Nunley, 2014; Mersland & Strøm, 
2010; Chambers, 2014). Based on our findings we argue that profit-oriented social ventures have 
an opportunity to be efficient and effective custodians of their assets, their networks, their social 
goals and objectives, when having an intertwined approach to dual missions. The intertwined 
approach results in sustainable growth of both. We argue this approach to be the best path to 
optimizing social impact and economic growth, as both missions are truly integrated in the 
venture’s business model and anchored in the founder’s personal motivation and emotional 
attachment. Here the social value created is integral to successfully achieving economic growth 
(Wilson & Post, 2013), because of the strategic use of MSEs that are naturally evolving. Thus, 
with this approach hybrids have an opportunity to achieve both social and economic impact 
continually and sustainably. In contrast, the economic-first approach appears to inevitably result 
in mission drift towards the economic mission; neglecting the social goals because of a weaker 
emotional attachment to the social mission. Thus, we argue that in the long run this approach will 
only lead to growth of the commercial but not the social operations.  


Extant literature has long acknowledged the phenomenon of economic mission drift, where a 
venture’s focus eventually shifts towards its economic goals (Doherty et al., 2014). When 
resources are scarce founders are forced to prioritize; and depending on the founder’s emotional 







 


 


attachment to the social beneficiaries and motivation, some prioritize realizing the social mission 
while others prioritize the economic mission. While hybrids with an economic-first approach still 
can survive and grow due to its commercial business, the social-first hybrids eventually exhaust 
all of their resources, do not grow and ultimately fail to deliver on both missions. Entrepreneurs 
engaging in the former approach – economic-first – run the risk of drifting afar so that the social 
purpose becomes merely an “add-on” instead of being the driver and soul of the business. At its 
worst this is known as the Trojan horse problematic (Pache & Santos, 2013), where social 
purpose is used as a manipulative strategy to attract and satisfy socially conscious customers and 
receive more PR attention. The venture could face similar repercussions as businesses who 
engage in greenwashing, such as loss of credibility, authenticity and trustworthiness or law suits 
and financial penalties (Mitchell & Ramey, 2011).  


Entrepreneurs engaging in the latter approach – social-first – would always select the social 
mission over the economic when they need to prioritize. This leads to what we call ‘social 
mission drift’, where a hybrid’s focus eventually shifts or drifts towards its social mission and 
neglects the profit-making part of the business. In our cases, these ventures are unsuccessful 
because they lack an economic foundation of their business model. The oversight of the 
importance of market-oriented business principles leaves them economically fragile. The 
founders with a social-first approach tend to overrate the value of the venture’s social mission for 
their 1st world customers because they assume that the customers will mirror their own social 
conviction. Hence, they believe that social mission will carry and drive the (commercial) 
business, which is a futile assumption. Since a hybrid organizational form requires an economic 
component to survive and grow, a non-profit organizational form may be a better solution.  


5.2 Imprinting sources 


According to our findings, individual level factors have an effect on the combination of dual 
missions and thus have an indirect effect on success or failure in terms of growth. This finding 
complements Dufays and Huybrechts (2015) conceptual argument about entrepreneurial team 
heterogeneity as an avenue for the emergence of hybrid organizations. The authors argue that the 
more heterogeneous the founding team, the more likely that they create a hybrid venture. We 
advance this understanding by showing empirical evidence of two individual level factors that 
have an imprinting effect on the design of hybrid ventures: founder’s motivation for selecting a 
social mission and emotional attachment to the economic and social mission. Ideally the founder 
possesses a strong connection to both the commercial and social missions in addition to being 
highly motivated to offer solutions to society’s greatest social problems. 


The first necessary condition to reaching an intertwined approach is the founders’ strong 
emotional attachment to the commercial product/offering as well as the social problem and 
beneficiary group. Because entrepreneurs with an economic-first approach have a relative lack of 
attachment, we argue that it may be particularly important for these ventures to attract founding 
team members or key employees who possess a strong connection to either the 1st or 3rd world 
offering to complement the entrepreneur. Battalina and Dorado (2010) argue that hiring 
employees committed to both missions and “socializing” these employees to acquire the 
venture’s desired value system is crucial for success. We extend this argument and suggest that 
the founder or founding team must undergo the same socialization process in order to create a 
resilient and intrinsically dualistic organizational identity (Miller & Wesley, 2010) that fosters 
and reinforces commitment to accomplish the dual missions.  







 


 


The other sufficient condition concerns the personal motivation for selecting a social mission. A 
key difference between founders who engage in an intertwined approach versus an economic-first 
approach is that the former are primarily motivated to change the world while the latter are driven 
by a bad conscious. This might further explain why economic-first hybrids seem more prone to 
economic mission drift, since founders might overcome their feelings of guilt. Further research of 
the potential imprinting effect of the founder on the type and extent of hybridity is necessary. 
Thus, we call for multi-level and multi-method studies investigating the influence of individual 
level antecedents on the combination of dual missions. 


5.3 “Hybrid venturing is the new black”  


Any type of entrepreneurial venture can be found as part of a continuum that stretches from the 
direct profit making type to ventures that are entirely socially driven (Müller, 2014). In most 
ventures it is possible to find various mixes of social and economic goals, because the personal 
values of entrepreneurs are often reflected in the goals and objectives of the ventures they create. 
Considering the variability dual missions in our cases, we pose the question whether not most 
entrepreneurial ventures are hybrids to some extent (Austin et al, 2006; Müller, 2014). This 
problematizes whether the dominant binary distinction between social and commercial 
entrepreneurship is useful (in line with Haigh et al., 2015).  


Entrepreneurs – social and commercial alike – are influenced by the shifting value system of our 
society were we experience a trend towards being environmentally friendly and socially 
conscious. Recently we see a further transition towards applying business principles using 
resources appropriately and thoughtfully (Haigh et al, 2015). Western societies experience that 
the market for socially conscious products and services is rapidly growing, making hybrid 
venturing popular because of a clear market opportunity. However, there is an apparent danger in 
blindly promoting hybrid venturing without careful consideration of whether a particular venture 
has the potential to survive, be sustainable and ideally grow. Social-first hybrids can be a threat to 
other hybrids because they might saturate the market with unsustainable products, while 
economic-first hybrids may cause a bad reputation if the social mission becomes a Trojan horse. 
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Appendix 1: Case characteristics 


 


Case* Business 
model** 


Core Activity Est. 
year 


Industry No of 
employees 
in 2015 


Type of 
social impact 
created 


Experiencing 
growth or 
No-growth 


GloriousFashion B1D1 Fashion Design 
and Distribution 


2012 Fashion 7 Education Growth 


GreatHealth B1G1 Hygiene product 
Design and 
Distribution 


2011 Hygiene 5  Health and 
Wellbeing 


Growth 


GraceArt B1D1 Art and 
Photography 
Selection and 
Distribution 


2012 Art and 
Photography 


2 (+2 
freelancers) 


Helping 
community 


Growth 


GrandShoes B1G1 Shoe Production 
and Distribution 


2013 Fashion 2 Health and 
Wellbeing 


Growth 


NeverTextile B1D1 Textile Design 
and Distribution 


2010 Textile 0  Education No-growth 


NoLights B1G1 Lamp Design 
and Distribution 


2007 Solar lamps 1 part time  Health and 
Wellbeing 


No-growth 


* The ‘G’ as the first letter of the case ID signifies a SEV experiencing growth, while a ‘N’ signifies no- or limited growth.  
** There are two different types that fall under the label ‘B1G1’ (Marquis and Park, 2014): The original Buy-One Give-One 
(B1G1), where an identical product is provided to the social target group, and Buy-One Donate-One (B1D1), where a fixed 
percentage of the turnover is donated to the social target group (often provided via a partner organizations).   


  







 


 


Appendix 2: 


*The first-order codes are either statements, expressions, descriptions that arise directly/explicitly from the data (no or limited 
interpretation by researcher) or are perceptions, indications, and suggestions that emerge indirectly/implicitly from the data, which 
require interpretation by the researcher. 
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Abstract 


This paper takes its starting point in an empirical problem, to which we believe current 
research have difficulties offering operational solutions. The root of the problem lies in 
the tensions between the common held expectations of small firms (SMEs) to contribute 
to society’s growth and innovation – and the different factors which makes such 
accomplishment challenging, including lack of time and the need to master different 
skills. Upon adding uncertainty with regards to goal definition; information scarcity or 
overflow and the pressure to manage an ever-changing market, this triggers frustration at 
instances where innovative action is needed the most.  
 
The paper builds upon the idea that human interaction result in learning that either 
transforms or reproduces the processes involved. This relates back to the ideas of an 
organization’s need to explore new as well as exploit existing products and processes. 
The challenge for SMEs to deal with these both types of learning – and ultimately release 
innovative capacity – is at the core of this paper. We find that nature of the problem; 
degree of complexity and level of competence in the problem area are all important 
determinants for the chosen activities which also relates to the fit with the effectual 
learning processes. 
 
Introduction 
     This paper takes its starting point in an empirical problem, to which we believe 
current research have difficulties offering operational solutions. The root of the problem 
lies in the tensions between the common held expectations of small-medium sized 
enterprises (SMEs) to contribute to society’s growth as key drivers for economic growth, 
innovation and employment (EuropeanCommission, 2014; OECD, 2005) - and the 
different factors which makes such accomplishment challenging. We are specifically 
focusing on industrial, manufacturing SMEs, which in Europe include almost 2 million 
enterprises (EuropeanComission, 2013). Recent research on interactions in a 
manufacturing SME concluded that the strong customer dependency and financial 
vulnerability tend to stimulate adaptation and reproduction rather than development and 
innovation (Engström, 2014). Hence, the problem we are referring to is the internal, 







 
 


hindering forces which influence the ability to innovate. Whereby our study attempts to 
further our understanding of why and how such hindering forces materialize, and provide 
suggestions on how this can be prevented and/or dealt with.  
 
Hudson, Smart and Bourne (2001) summarized SME characteristics in comparison to 
larger firms as “personalized management with little devolution of authority; severe 
resource limitations in terms of management and manpower, as well as finance; reliance 
of small numbers of customers, and operating in limited markets; flat, flexible structures; 
high innovatory potential; reactive fire-fighting mentality; informal, dynamic strategies” 
(Hudson et al., 2001, p. 1105).   While SME’s in general have several characteristics that 
makes them apt for innovation (Hudson et al., 2001) these same characteristics also 
potentially restrain their innovation capability through a focus on daily operations and 
short‐term performance (Ates, Garengo, Cocca, & Bititci, 2013), where a constant quest 
for efficiency might inhibit innovation (Lovén, 2013). Maybe the most observable 
restraining force to innovation in SME’s is limited resources (Löfqvist, 2014). The fact 
that competencies in manufacturing SMEs are mainly technical ‐related rather than 
operational management related (e.g. people, process), may also be a restraining force. 
The prevailing learning strategy, learning by doing, mainly supports technical skills and 
know‐how, and is less effective in transferring operational managerial knowledge and 
practices (Cagliano & Spina, 2002). Upon adding uncertainty with regards to goal 
definition; information scarcity or overflow and the pressure to manage an ever-changing 
market (Ates and Bitici, 2011) this triggers frustration at instances where innovative 
action is needed the most. 
 
This study builds upon the idea that human interaction result in different types of 
learning that either transforms or reproduces the processes involved (Argyris and Schön, 
1978, Ellström, 2010). This relates back to March’s (1991) ideas of an organization’s 
need to explore new as well as exploit existing products and processes. These two logics 
– exploitation that needs an adaptive learning process and exploration which needs a 
developmental learning process - need to be balanced (Ellström, 2006b, 2010a; March, 
1991). The challenge for SME’s to deal with these both types of learning – and 
ultimately release innovative capacity to transform – is at the core of this paper. While 
several studies has delved into the relationship between learning and innovation in 
general (e.g. Sadler-Smith et al, 2001)) few have looked into small and medium sized 
firms and the field could be described as fragmented or incomplete (Keskin, 2006).  Even 
fewer have engaged in the typical hindering factors in the learning-innovation 
relationship within industrial manufacturing firms. Furthermore, existing studies on the 
learning-innovation relationship is pre-dominantly of quantitative, theory-testing nature 
thus missing in depth, rich descriptions of activities as well as factors hindering and 
enabling innovation.  
 
Following from the discussion above, our primary aim was to analyze the activities and 
logics used in SME’s problem solving situations including its outcomes (type of solution) 
and learning type. We approached the study with a qualitative, empirically grounded 
design including a process and activity analysis of 12 operational work-place meetings 
involving people from different parts of a manufacturing SME organization. The 
meetings constitute the arena for problem solving interactions relating to the operational 
business of a manufacturing SME in Sweden, and thus constitutes a suitable context to 
study how hindering and enabling factors to innovation evolve.  
 







 
 


The first round of analysis of the data made us however look for additional theoretical 
frameworks beyond the learning field, which could better explain the patterns we found – 
which pointed at different activities, outcomes and learning types depending on the task 
situation. We turned to the entrepreneurship and innovation literature and found that 
while the learning literature discusses developmental learning as drivers for 
transformations and enablers of innovation (Argyris and Schön, 1978; Ellström, 2010) – 
a similar discussion takes place in the entrepreneurship literature within effectuation 
theory (Sarasvathy, 2001). The use of the effectual principles essentially evoke a learning 
process that assist to produce or enables the production of a desired effect1. While 
effectuation developed from research on expert entrepreneurs there is now ample 
research supporting the use and usefulness of the effectual principles not only by 
individual entrepreneurs (Sarasvathy, 2001; Chandler et al., 2011) but also by 
organizations (Brettel et al., 2011; Johansson, 2014). The solid evidence for the effectual 
process explaining entrepreneurial activity, as well as its tangible, well operationalized 
principles, makes it interesting to evaluate as enabler of innovative activities in SMEs. 
The effectual framework was applied after the data collection and the first round of 
analysis using learning theory, as a means of understanding the lack of learning and the 
conflicts arising in some of the meetings.  We mapped the activities identified in the data 
against the effectual process (Sarasvathy, Dew et al., 2008) in order to identify sources of 
hindering and/or enabling factors to an efficient learning process.  
 
While the problem as such is of empirical nature – the analysis and discussion has 
interesting implications for the learning literature as well as the effectuation literature.  
 
 
Theoretical framework 
    When exploring different forms of learning in the context of innovation in a 
manufacturing SME, it is vital to view learning in relation to the task performed. The 
level of complexity of the task influence the behavior and consequently its learning 
outcomes. This section will hence discuss learning in relation to the task as well as 
different types of learning.  
 
Learning in relation to the task. Ellström (1992; 2006a) suggest that performing tasks 
creates opportunities for individuals and groups to learn. At the same time some 
knowledge is required in order for individuals and groups to handle different tasks in the 
first place.  More or less complex tasks causes different patterns of behavior and different 
types of learning where the complexity can range from routine action to tasks requiring a 
higher degree of reflection. There are tasks that can be performed completely routinized 
without much of awareness, and there are others requiring that we need to stick to rules 
or instructions (Ellström, 2006a). Some tasks, often the more complex, uncertain and 
unclear ones, require collaboration between several individuals and groups with different 
skills in order to reach a solution. While on the other hand, group problem solving 
sometimes tend to complicate the handling of a simple task or cause unnecessary 
coordination problems (Hackman & Oldham, 1980; Oldham & Hackman, 2010; Sjovold, 
2008). Tasks can also have different dimensions attached to them - a mere execution 
dimension and/or a development dimension. The first dimension involve the 
responsibility to follow instructions and procedures (e.g. a certain routine to control 


                                                 
1 Last part in italics is a definition of the word effectual adapted from Merriam Webster online dictionary 







 
 


product quality). The second dimension involve the responsibility to develop and 
improve the nature of the task itself (Ellström, 1992; Engström, 2014). 
 
Human beings are complex and learn not only by their cognitive processes. Nor is human 
action shaped completely in a relation to the social context. Learning is rather an 
interaction in between these two processes (Granberg & Ohlsson, 2005). Dewey (2005) 
argue that individuals learn in reaction to and in communication with their environment. 
Once our habits are disturbed, we act on impulse and get experience. These experiences 
can, depending on the degree of reflection, stimulate the transformation of habits and 
give us new routines in our way of handling tasks. Several researchers  has the same 
starting point and believe in individual's interaction with its environment when it comes 
to learning (Ellström, 1992; Illeris, 2007) and also that learning becomes collective when 
it occurs in a communicative process together with others (Ohlsson, 1996; Wilhelmson, 
1998). Ellström (1992) points out that the definition of learning can be supplemented 
with what is taught (content of learning) and how it is done (process). What is taught, 
experienced and done has implications for the type of learning as well. 
  
 
Different types of learning. Ellström (Ellström, 2010a, 2010b; Ellström & Hultman, 
2004)  argues that there are two types of learning out of two different logics. Production 
logic2 give rise to an adaptive-oriented learning 3 when change is implemented from the 
top down, through instructions and rules. In this focus the acquisition of knowledge and 
problem solving are on basis of given knowledge, concepts, rules and methods. 
Development logic4 give rise to development-oriented learning5 when problems are made 
visible and results in bottom-up reflected common agreements. The development-
oriented learning focus on innovation and exploration.  
 
There are several studies suggesting a competitive relationship between these different 
types of learning in organizations. Both of them must be taken into account and 
complement each other, rather than competing (Ellström, 2006a, 2006b). Argyris (1994, 
2010)  conclude that humans often hinder development in organizations due to our fear 
of critical reflection and that we resist to learn. We use defensive routines like closing 
conversations down or by blaming others. Illeris (2007)  also discuss the barriers to 
learning and mentions the process of learning wrong  which aligns with Ellströms 
(2010a) way of reasoning about negative learning, or learned helplessness as an aspect of 
what is learned.  
 
Method 
     A phenomenon which is determined by its context is best studied through a qualitative 
case study (Bryman, 2011; Merriam, 1994; Yin, 2013). The empirical material in this 
paper is based on a qualitative case study in an industrial company over the years 2008 to 
2010. The company designed, manufactured and sold customized cabinets and machine 
clothing made from sheet metal. The company produced approximately 500 different 
models in various shapes and colours based on customer needs and delivered mainly to 
customers within the segments of industry, building, transport and machinery.  The 
company HQ was in in the south of Sweden and they also had sales offices in Denmark 


                                                 
2 See e.g Exploitation (March, 1991) 
3 See the concept of single-loop learning (Argyris & Schön, 1978) 
4 See e.g Exploration (March, 1991) 
5 See the concept of double-loop learning (Argyris & Schön, 1978) 







 
 


and Norway. Since 2005 the company was part of an industrial group together with two 
other companies. One of the sister companies where situated next door and did the 
coating on the company’s products. The company had been in substantial growth since 
2005 and large investments in machinery had been made, the planning function had been 
strengthen, the designers had started working closer to the company’s customers and 
weekly staff meetings on Fridays had been conducted.   The peak came 2007/2008 when 
the company’s turnover reached 89 Million SEK with 50 employees plus an additional 18 
people insourced into production. The financial crisis and the industrial downfall in 
Sweden 2008-2009 had tremendous impact on the company. The number of orders 
declined and typically, a customer previously having ordered 50 cabinets now only asked 
for 25. The turnover declined dramatically during 2008/2009 and 2009/2010 and all 
contracts on insourced personnel were cancelled and reduction in the number of 
employees was made. 
 
Within the scope of the case study a part study over 12 work place meetings was 
performed. The meetings took place over a six week period, in three different groups that 
all dealt with the whole process from customer order to product delivery. Many of the 
people participating in the meetings had some kind of technical education on the 
equivalence of a High School level and several had been with the company for a number 
of years, in a variety of functions. One person had university education in 
technology/business administration. 
 
The meetings were observed and filmed. Transcription took place in parallel with the 
meetings being analysed based on content as well as process. The content analysis 
focused on what the groups discussed (the task). The process analysis focused on how the 
groups dealt with the content. Every single sequence of content has been analysed based 
on how the communication developed and on its outcome. A result of the methodology 
was that, in the following step, content and process could be linked and communication 
threads like “during meeting A, when they discuss matter B they use communication 
pattern C” and so forth be formulated. The next step in the analysis has dealt with 
connecting communication patterns with issue handling patterns. In this article four 
different descriptions of chosen sequences from different meetings are used to illustrate 
the result.   
 
Results 
     We find four interesting patterns based on our extensive content and process analysis 
of the meetings (Figure 1). On one hand there are differences in the groups’ abilities to 
handle technical and work-organisational problems. On the other hand there are 
differences in communication patterns regarding if the task is more or less complex. 
Those four sequences are illustrated in the examples below figure 1. 
 
 







 
 


 
 


Figure 1. Four sequences of meeting sequences in relation to type of problem and 
different approach that the task needs to be handled 
 


 
Meeting sequence 1: meeting in the production group regarding execution of a 
simple technical problems. 
The meeting sequence is from the production group where a customer required design 
change in a case is discussed. The content of the meeting regards rather simple 
manufacturing techniques and a design that needs minor changes. The head planner has 
been in contact with the customer. The group discuss what needs to be done in order to 
fulfil the customer requirement. Questions, which are answered immediately with 
specific and relevant information, are asked regarding technical details. The group 
appears to have sufficient knowledge and solves the issue in short time. The 
communication is characterized by outlining the problem, clarifying questions and 
answers and proposed solutions, order giving and instructions.  
 
Meeting sequence 2: meeting in customer centre group regarding manufacturing of 
a project already in assembly process, which leads to change in design 
The meeting is one of the meetings held in the customer centre group where the sales 
manager presents an assembly project ordered by a customer. A sheet metal part that is to 
be a part of the assembly is already in production. When the group start scrutinizing the 
project it soon becomes evident that the sheet metal device needs a few more holes 
drilled for the whole assembly to be made possible. Early in the meeting the sales 
manager realise that he has not done enough homework on the project before approving 
parts for production. Some of the holes needed should be punched rather than drilled 
manually at assembly. The group decides to stop the production and re-send the project 
to one of the designers for changes. The group discuss with intra-personal respect until 
they jointly find a new of handling the issue. Even though the sales manager made a 
possible mistake no one shows sign of being irritated. The communication consists of 
questioning, ideas, listening, questions answered, proposals, conclusions and joint 
agreements. 
 
Meeting sequence 3: meeting in the design change group regarding needed changes 
in work orders related to designations in the MPS-system 
The meeting is a development meeting and the reason for the meeting was a need to 
handle a number of design issues that had been discovered during other meetings. 







 
 


Production personnel as well as designers are present and in this sequence they discuss 
article names and labels in the MPS program “Monitor”.  It appears that the designers 
have a tendency to simplify for themselves by naming details in a general rather than 
specific way when entering information and creating a manufacturing order. The 
production personnel would rather have more specific technical information on each and 
every detail when opening up drawings in the system. The group has sufficient 
knowledge for solving the issue and they discuss unit they reach consensus. The 
communication is categorized by short descriptions and clarifications of the problem, 
active listening by adding to, confirming and giving nuance to ideas by others. 
 
Meeting sequence 4: meeting in the production group regarding delays in delivery 
that expose fundamental problems in work organisation 
The meeting is one of the production group’s weekly meetings where planned projects in 
production but to be delivered are reviewed. During the meeting problems arise with 
some of the orders which proves unable to meet deadline. The production manager and 
the head planner asks questions in order to understand the situation as prioritizing is 
needed, and possibly re-planning. The production leaders approach is to rather discuss 
the underlying problem with orders being squeezed into production with short lead times, 
making the task impossible. The group is very frustrated. The issue is brought up a 
number of times during the meeting without being brought to a solution. Finally the issue 
is forwarded to another group – the customer centre group – for solving. The group 
seems to lack knowledge (information enough for decision-making) to solve the problem. 
The task seems impossible. The communication is characterized by outlining the 
problem, a number of un-answered questions, parallel monologues, sarcasm and open 
questioning. 
 
Analysis 
The learning theory is used in this paper with the starting point that the individual learn 
when interacting with others in the work place. The content of the learning process is 
depending on the task which is handled and the process is made visible through the 
communicative activities which are manifested when interacting. Depending on how the 
communicative activities evolve, different types of learning do so as well.  
 
It is clear that the groups have the expertise and effective methods for dealing with the 
technical problems whether the tasks are more or less complex. In the first sequence (1) 
handling a planned task of simpler character the group solves the problem quit easy. A 
necessary adaptative-oriented learning occurs which can be attributed to the production 
logic (exploitation). In the second sequence (2) the group handles a more complex task of 
technical nature, where they needed to do some re-construction. A development-oriented 
learning make it easier for the group to solve the task according to the logic of 
development (exploration).  
 
When it comes to problems in the operations a clearer distinction between whether the 
groups can handle the problems or not occur. In the third sequence (3) the group handle a 
simple operation problem (even though it is about technical things). They share 
knowledge and experience to agree on new ways to deal with technical terms in the 
system. Communication patterns show a development-oriented learning according the 
exploration logic. In the last example (4) the group runs into a fundamental problem in 
the operations that causes major disruptions and a lot of frustration. The problem seems 
impossible to solve. The group is stucked. The communication is essentially obstructing 







 
 


and triggers an adaptative-oriented learning, not to say a negative learning, and the 
problem remains the same. The task seems to need development according to exploration 
logic but is managed through exploitation logic. It is clear that the groups need some 
method, new ways to deal with the fundamental problems of operations character. The 
expertise or the resources available within the group or the company does not seems to be 
enough. 
 
Effectual learning 
     Effectuation (Sarasvathy, 2001), is a theory of entrepreneurial decision making and a 
logic outlining principles employed by experienced entrepreneurs when starting new 
firms. The continuous use of the effectual principles is referred to as an effectual process 
(Sarasvathy et al., 2008). The solid evidence for the effectual process explaining 
entrepreneurial activity, as well as its tangible, well operationalized principles, makes it 
interesting to evaluate as enabler of innovative activities in SMEs. 
 
Effectuation is, despite its relatively short lifespan as an academic research area, a well-
established term in entrepreneurship research (Perry et al., 2012). It has conceptualized 
the process of thinking and acting involved in entrepreneurial decision making at the 
individual level and offers an alternative logic to goal- and planning-oriented logics, 
these approaches have been labeled by Sarasvathy (2001) as causation. Effectuation is 
characterized by the view that as long as the future can be influenced through thoughts 
and actions, there is no need to predict it (Sarasathy, 2008). In other words, while both 
causal and effectual logics seek control over the future, causation focuses on the 
predictable aspects of the future whereas effectuation focuses on the controllable aspects. 
While effectuation stems from research on how entrepreneurs go about starting new 
firms and creating new markets (Sarasvathy, 2001) – this also includes many parallels to 
innovation in established firms.  
 
The decision making heuristics embodies four core principles (Sarasvathy, 2008): First, 
the bird-in-the-hand principle. This implies that an effectual learning process starts with 
the means currently at hand – who you are, what you know and whom you know. These 
means can be extended from individual means to those of a team, department or even the 
organization as a whole. This principle also imply that there need not be a specific, 
outspoken goal to strive towards when starting a process – but the goal can emerge from 
the given means. The second principle, affordable loss, refers to a focus on what you 
think you can afford to lose in terms of resources (time, money) – as opposed to 
considering how much you could gain. This principle effectively minimizes risk in 
projects where the circumstances as well as potential outcomes are uncertain. The third 
principle, the crazy-quilt principle, refers to building strategic alliances with committed, 
self-selected stakeholders. The crazy-quilt is an analogy to the creation of the traditional 
Indian textile quilt, where different pieces of fabric are brought by different people and 
gradually compose the finished product. The result is a quilt different from the squared, 
symmetric quilt. Used more broadly in an organizational context this principle could 
includes financial, transactional pre-commitments as well as more intangible pre-
commitments such as sharing knowledge, showing interest and forming alliances (see 
e.g. Chandler et al., 2011) internally and/or externally. The final, fourth principle relates 
to how one deals with surprises (pleasent as well as unpleasent). The lemonade principle 
refers to activities leveraging contingencies, i.e. instead of avoiding surprises or 
disregarding them, one embraces them and leverage them into something new – 
knowledge, product, process etc.  







 
 


 
When used in a sequence or iteratively – the principles form an effectual process which  
could be described as one which is collaborative and enactive, and one that leveraging 
contingencies and “transform current means into co-created goals with others who 
commit to building a possible future” (Wiltbank et al., 2006, p. 983).   
 
Applying the effectual framework to the four meeting situations pulled out from the 
study, provides interesting insights relating to learning for innovation. While situation 1-
3 all involve elements of the effectual principles (starting with given means in terms of 
technical knowledge, embracing surprice in a constructive and creative manner, co-
creating solutions with the assembled people in the meeting or referring to other people 
within our outside the firm), situation four lacks an important ingredient in order for the 
effectual learning process to work well. The missing link is mainly the pre-requisites for 
the first principle – i.e. lack of given means in terms of knowledge, competence and 
experience. Situation four involves a problem relating to organizational issues – which 
implies that in order for the effectual process to work – knowledge, competence and 
experiences need to be brought in from elsewhere. In this case most like from people 
outside of the firm.  
 
Another interesting pattern we see referrs to the affordable-loss principle. While 
Sarasvathy talks about affordable loss in the context of business start-up, mainly 
implying financial loss – our analysis points at a possible widening of the affordable-loss 
principle. In meeting number four, it is implicit that the participants do not want to 
display their own ignorance and thus risk losing respect and reputation. Hence – as 
thinking they cannot afford to lose – they do not invest this potential resource. Or more 
likely, they do not see the act of showing ignorance and vulnerablity as a trigger of 
developmental learning which at lenght could potentially transform their current 
activities.  
 
 
 
Discussion 
     The pros and cons of SME are well debated in the literature  (Qian and Li, 2003), still 
there is a considerable lack of studies suggesting tangible actions beyond widely 
explained suggestions such as “aligning culture and strategy”, “assuring competence” 
and “structured processes to follow-up learning”. In this paper we combined 
contemporary theory on learning related to innovation and specifically in the context of 
SMEs, with recent research on entrepreneurial logics and processes as found to be 
present among expert entrepreneurs (Sarasvathy, 2001; 2008) as well as in established 
firms facing great uncertainties in their attempts to innovate (Brettel, 2011; Johansson, 
2014). We suggest that the effectual principles have potential to be used as problem 
solving tools which enables learning that transform existing processes and activities into 
factors enabling innovation. If being aware of the principles as tools – this would imply 
that one becomes aware when one or more tools are not possible to use due to lack of 
knowledge or experience. In those cases, that would be a signal to look for this elsewhere 
and bring it in to the problem solving discussion. 
 
On a more overall note, we find that nature of the problem (technical or organizational); 
level of uncertainty; degree of complexity and level of competence in the problem area 







 
 


are all important determinants for the chosen activities which also relates to the fit with 
the effectual learning process.  
 
To summarize, in order to embrace problem solving as opportunities of innovation, we 
see possibilities in applying the effectual learning process. By mapping existing activities 
with the effectual principles, it is possible to identify gaps which are necessary to fill in 
order to obtain an effectual learning process. As identified in this study, this particular 
firm needs to attend to its means (extend knowledge and experiences in organizational 
issues), preferably by teaming up with people who can provide this in a win-win situation 
(self-selected stakeholders). 


 
While the starting point was empirical, our findings provide practical as well as 
theoretical contributions which furthers our understanding of the limits and possibilities 
of effectuation as a logic for entrepreneurial action in established firms. Our study also 
responds to the call for qualitative studies on the learning-innovation relationship, 
including close observation of processes in SMEs (Macpherson and Holt, 2007).  
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Examination of Early-Stage New Ventures of a University-linked Entrepreneurial Center 
 


ABSTRACT 
This paper seeks to provide empirical findings on the characteristics, factors and strategic 


decisions that are of importance for early-stage new ventures. The role of intellectual property 
(IP) and the impacts of intellectual property protection (IPP) on new ventures’ performances are 
surveyed. This study relies on a survey of early-stage new ventures that are affiliated with a 
university-based entrepreneurial center, the Yale Entrepreneurial Institute (YEI). Results address 
the lack of literature on the explicit role that university-linked entrepreneurial center play in the 
development of early-stage new ventures. The study reveals that IP-based firms outperform 
others and show distinctly higher chances of receiving outside funding. IPP impacts performance 
negatively in the early stage. Simultaneously, aggressive market entrants outperform product 
oriented entrants. The results also indicate that the university-based incubators facilitate 
financing and offer extracurricular training but need to improve their support for the explicit 
challenges in the start-up phase. In addition, a special need for specific marketing and sales 
support is detected, especially for technology-based new ventures.  
 
Keywords: Entrepreneurship, start-ups, university-linked entrepreneurial center, intellectual 
property 


 
INTRODUCTION 


Entrepreneurship and new venture creation are engines for innovation, knowledge 
spillovers, market dynamics, increasing productivity and employment generation, leading to 
economic growth in societies (Santarelli & Vivarelli, 2007). In this process, Schumpeter 
describes the entrepreneur as an “energetic type” (Becker et al., 2012, p. 924) with attributes of 
“innovative, flexible, dynamic, risk taking, creative and growth oriented” (Stevenson & 
Gumpert, 1985, p. 9). Such entrepreneurial attributes are seen in many university students as 
well. The academic environment foster innovation and encourage creative individuals to invent 
new ventures. An evidence of this is the success of Stanford University (Lenoir, 2004) in 
facilitating the creation of influential and economically successful ventures. For example, 
Google’s Larry Page and Sergej Brin, Yahoo’s Jerry Yang and David Filo (Clark, 2008) and 
Hewlett & Packard’s Bill Hewlett and Dave Packard started their businesses as students and 
benefitted from the university environment. With the rise of knowledge-based industry in the 
past two decades, the importance of university linkage to entrepreneurship has increased. 
Consequently, university-linked entrepreneurial centers emerged. Such entrepreneurial oriented 
universities combine and exchange intellectual resources which can sustain the development of 
intellectual capital and growth in their local region (Chakrabarti & Rice, 2003). 


While a lot of research focused on the role of investors in providing assistance to new 
ventures, (e,g, Haar, et al. 1988, Hellmann & Puri 2002), there is limited research on the 
assistance through the environment of a business incubator, or the specific environment a 
university-based entrepreneurial center offers. The National Business Incubation Association 
(NBIA, 2012) reports that approximately 1,400 business incubators operated in North America in 
2011, rapidly increasing from 12 in 1980 to 1,100 in 2006. Looking at funding sources, around 
one third of these incubators were sponsored by academic institutions. This substantiates the 
growing number of new ventures being linked to university institutions. It is important to 
examine the early-stage of new ventures for a better understanding of what initial factors matter 
for the development of these firms. In this empirical study, the four main areas of investigation in 
the context of early-stage new ventures are 1) Intellectual Property, 2) Outside Funding, 3) 







Market Entry, Market Properties and Marketing and 4) University-linked Entrepreneurial Center 
environment. These areas are highly influential, and have been mentioned in previous research 
(see Song et al., 2008). The findings of this research address entrepreneurs, university and 
incubator officials as well as informal and formal risk capital investors. 
 


LITERATURE REVIEW AND HYPOTHESES 
Intellectual property and intellectual property protection 


A main characteristic of numerous new ventures is their innovation, defined in line with 
Grant (2006) as a new product, service or process inherent in new ideas or new knowledge. Such 
innovations build on intellectual Property (IP), which raises the question of whether or not 
Intellectual Property Protection (IPP) is useful. A firm’s willingness to invest in R&D depends 
on the estimated private returns to its R&D efforts or other auxiliary benefits. Arrow (1959) 
mentions that inventors need strong incentives, i.e. gain over-competitive profits, otherwise they 
will not innovate. Also in entrepreneurial research, an often mentioned characteristic that affects 
survival is protectability (Siegel & Wright, 2007). This is the role of IP and its protection through 
patents and other legal barriers such as trademarks, trade secrets or copyrights (Barringer & 
Ireland, 2012). The term refers to the ease with which competitors may adopt or copy the 
innovative part of a product, service or process, hence reducing the innovator’s revenue. This 
leads to the first hypothesis.  


 
Hypothesis 1.1: Early-stage new ventures with a business model which is based on explicit IP 


generate higher revenues. 
 


Graham & Sichelman (2008) argue that start-ups and early-stage technology companies 
are different from large companies in terms of the IPP role, since they face a different pay off 
decision when deciding whether to file for patent protection to generate over-competitive profits. 
There are three characteristics of early-stage new ventures questioning the benefits through IPP 
for these companies. First, start-ups generally focus on R&D and may invent different products 
in a short time, yet only a small fraction of them is marketable (Van Dyke, 2003). Second, filing 
for patent in the U.S. is prohibitively expensive, (Moore, 2003). Start-ups are financially limited 
in their early-stage and confronted with restricted resources for IPP, weighing their IP budget 
against resources for product development and marketing (Mann, 2005). Third, early-stage 
ventures compared to mature companies do not have revenues worth strong protection, which 
makes it tempting to assign a reduced value on patent filing. The benefits of excluding a 
competitor in the early-stage are limited, since it only becomes relevant later (Mann, 2005). 


A study of capital investors and investment decisions in the New England area by Haar et 
al. (1988) found that proprietary protection of a product or service is a negative predictor for 
sales and future market share. However, the study of success criteria in high-tech new ventures 
by Kakati (2003, p. 449) indicate that there is a positive correlation between product protection 
and the success of a venture. Further, Kakati finds a positive influence of product protection on 
sales contradicting the findings of negative correlation by Haar et al. (1988). Kakati’s findings 
are supported by Song et al. (2008) who observe patent protection as a universal success factor 
through a meta-analysis of success factors in new ventures. This leads to the following link. 


 
Hypothesis 1.2:  Early-stage new ventures show a better performance by putting emphasis on 


intellectual property protection. 
 
Outside Funding 







An influencing factor during new venture creation process is the approach to fund it. This 
paper focuses on equity from outsiders since banks do not usually invest in early-stage ventures.. 
New ventures’ business propositions often refer to profit opportunities based on an innovation or 
market niche which do not produce positive cash flows immediately. Thus, banks deem such 
investments as too risky (see Mason & Harrison, 1995).  


A second source of capital investments come from informal investors – wealthy private 
investors providing risk capital to early-stage new ventures (Mason & Harrison, 1995). They 
often invest locally and support the funded firms with consultation, direction and advice 
(Preston, 2007). Venture capital (VC) is a more formal version of such an investment. Another 
source of outside funding is provided by the government, universities or non-profit research 
organizations, especially for innovative business concepts. These are noteworthy with reference 
to university-based entrepreneurial centers that facilitate access to such development programs. 
We therefore state: 


 
Hypothesis 2.1: The received type of funding is time dependent. More formal investments 
 become accessible with increasing age of a company. 
 


In addition to the primarily financing function, outside funding also affects the character 
of the funded firm. Hellmann & Puri (2002) examine the professionalization of start-up firms in 
Silicon Valley as the effects of VC. They find evidence that VC funded firms are more likely and 
faster in professionalizing their organization in human resources, recruitment processes, and 
adoption of stock options as well as hiring professionals for marketing and sales. These effects of 
VC are particularly influential in the early stage of new ventures. This demonstrates that outside 
financing is important in the context of financial intermediation and also with regard to the 
internal organizational structure. Therefore we posit: 
 
Hypothesis 2.2: Early stage new ventures which receive outside funding show a higher rate of 


professionalization by having someone exclusively dedicated to marketing and 
sales. 


 
Gruber’s (2004) study of the early phase of new firms, points out that market entry activity of 
many new ventures are informal without clearly defined market entry decisions, with a short-
term orientation and a lack of explicit strategic focus. He assumes that formalization in market 
entry is more common by outside funded firms. However, empirical work confirm this 
assumption is missing. This leads to the following link: 


 
Hypothesis 2.3:  Early stage new ventures with outside funding show a higher rate of 


formalization of their business plan prior to market entry. 
 
Another important effect is the impact on the underlying innovation expressed through the firm’s 
IP. This brings up the question of whether a link can be drawn between outside funding and 
underlying innovativeness of the funded firm compared to non-funded firms. Kortum & Lerner 
(2000) find a significant impact of VC-funded firms and conclude that VC positively influences 
the number of patents and therefore innovation.  


While Engel & Keilbach (2007) confirm that VC-funded firms show a higher number of 
patent applications compared to non-funded firms, they argue that these are obtained already 
before the venture capitalist gets involved. Thus, these results support the theory that the 
correlation between innovation and outside funding stems from a selection process by the 
venture capitalists that rather choose firms which reveal a high level of innovation. Sudek (2006) 







finds that the “product’s overall competitive protection” is ranked amongst the top ten 
investment criteria of early-stage investors. This suggests that, the venture capitalist is mainly 
interested in commercializing the existing innovative products, which is shown by the higher 
growth rates of venture funded firms. Similar findings are obtained by Hellman & Puri (2000). 


 
Hirukawa & Ueda (2011) summarize this controversial discussion and arrive upon two 


possible hypotheses: 1) VC-first hypothesis and 2) innovation-first hypothesis. The former 
hypothesis is based on the assumption that the positive correlation between VC investments and 
innovation is explained by VC involvement spurring innovation, whereas the latter hypothesis 
assumes that new innovation demands VC. Their research seems to disprove the VC-first 
hypothesis.  


 
Hypothesis 2.4: The business model of early-stage ventures which receive outside funding is 


more likely to be based on explicit IP. 
 
Market entry, market properties and marketing 


Volkmann & Tokarski (2007) identified marketing as the bottleneck for survival. 
Santarelli & Vivarelli (2007) found that high competitive markets with large players negatively 
affect the survival chances of new entrants. Moreover, the demand dynamics that are usually 
expressed by the market’s growth rate determine the degree of opportunities for new entrants. 
Growth markets show a higher level of turbulence in the competitive structure which enables 
entrants to utilize additional profit opportunities. Based on these considerations, research on new 
venture survival found that they are well-advised to concentrate on small and niche markets with 
higher growth potential (Gartner et al., 1998; Romanelli 1989). 


Besides the market properties, market entry is strategically influenced by the resource 
allocation of the entering firm and its pricing policy. One can differentiate between four 
fundamental pricing strategies: 1) setting a high price due to considerable innovation edge, 2) 
skimming strategy where the high price level is gradually lowered as new entrants arrive in the 
market, 3) low-priced strategy where low price levels aim on creating large market shares and 4) 
penetration strategy where price levels are gradually raised after a certain market share is 
obtained (Volkmann & Tokarski, 2007). The pricing decisions already indicate a possible 
differentiation into generic marketing strategies, where the first two characterize a product 
differentiation strategy and the other two describe a cost leadership strategy.  


Kakati (2003) and Song et al. (2008) found marketing capability and experience to be a 
significant factor for the success of a new venture. Therefore, to draw a link between the 
entrepreneurial marketing and the underlying business concept is of particular importance. Even 
if firms successfully identify a certain market need and come up with products and services to 
address it, they still depend on marketing skills to gain and retain customers. Due to their 
constricted funds, new ventures are often faced with a trade-off decision between allocating their 
resources for marketing or product development. Hence, empirical work needs to be conducted 
on how the resource allocation between marketing and product development is managed in the 
early-stage of the venture. 


In order to examine further characteristics of entrepreneurial marketing Coviello, et al. 
(2000) suggest that small firms tend to be more informal in planning their marketing strategies 
and activities but that such informality does not necessarily pose a weakness in the fast changing 
environment of an entrepreneurial organization. Gruber (2004) proposes a multi-stage model for 
marketing. If we consider the initial stages, however, marketing might well be neglected in the 
early-stage entrepreneurial organizations due to its focus on product development. Yet, early-
stage new ventures are characterized by their constraints in resources that can be dedicated to 







marketing. It might be necessary for these firms to gradually pass through the process of 
developing marketing expertise and formal structures as they grow in their resources. This would 
account for their small size, high level of uncertainty and limited resources at the beginning of 
their business life. 


 
Hypothesis 3.1: The degree of structure in marketing activities increases with the early-stage 


new ventures advancing. 
 


On a practical basis each new venture needs to find an effective way to get in touch with 
its potential customers. In this context, effective means to find a way to address target groups 
with the goal of generating highest possible response rates but staying within the limits of the 
marketing budget at the same time. The possible ways of addressing customers are diverse and 
numerous. They include corporte website, personal contact, newsletter as digital, direct 
advertising, fairs and trade shows, social networks, Radio/TV advertisement, and mails as 
Barringer & Ireland (2012) outline. Also, Casson et al. (2008) note that a clear consensus on 
marketing needs of the entrepreneurial firms has yet to be found. That poses the question of what 
marketing practices are most efficient in addressing the market and what degree of structural 
coherence in marketing activities can be found in early-stage new ventures. 
 


METHODS 
Data and sample 


The following empirical study focuses on new ventures that are affiliated with the Yale 
Entrepreneurial Institute (YEI) at Yale University. The survey’s centerpiece is a questionnaire to 
reveal strategies and properties of factors that influence the early-stages of new ventures which 
are linked to a university incubator.  During the creation of the questionnaire, guidelines for 
practical research from Leedy & Ormrod (2010) were taken into account. The questionnaire was 
developed based on the findings from the literature review, combined with a questionnaire 
instrument cooperation with Karlsruhe Institute of Technology (KIT), the Technische Universität 
Berlin and the Technische Universität München. Their cooperation aimed at a standardized 
instrument for tracking the development process of technology-based ventures, bearing a 
simplified comparability (Deubel, 2012). The resulting survey was then adjusted to account for 
the more diverse start-up scene at the YEI which is not mainly characterized by high-tech-based 
ventures. This study approached 51 start-ups that have been part of the annual YEI Summer 
Fellowship program between 2008 and 2012. After the interviews were conducted, a clean copy 
of the results on each questionnaire was sent to the particular interviewee to re-check the 
provided information.  
 
 
Variable operationalization 
The variable OUTSIDE_FUNDING_HIGHEST contains the information of the most formal 
funding received. Categories include: 1=Friends and Family; 2=Grants or Prizes; 3=Angel 
Capital; 4=Small Venture Capital (<1m). OUTSIDE_FUNDING contains information on receipt 
of outside funding. INTELLECTUAL_PROPERTY asks whether a business model is based on 
explicit IP. REVENUE surveys the revenue of the last accounting year. The variable is 
transformed from its original ordinal scale with unequal intervals ((1)<50k; (2)50k-100k; 
(3)100k-500k); (4)500k-1m; (5)>1m) to a nominal scale using the interval center as mean 
((1)25k; (2)75k; (3)300k; (4)750k; (5)1m). Only the last interval is conservatively fixed on 1m 
since no further information on the explicit revenue above 1m is received. IP_PROTECTION 
measures on a 5 point Likert scale the strength of IPP from “Very low” to “Very high”. The 







variable ADVANCEMENT is defined as the sum of REVENUE_INTERVALS and AGE. For 
this calculation, REVENUE is transformed from REVENUE into a nominal scale from 1 to 5 
which defines the different revenue intervals. Together with AGE which ranges from 0 (<1) to 5 
(≥5), the variable ADVANCEMENT ranges from 1 to 10. The variables PREP_EDU and 
PREP_EXTRA survey subjective ratings on a five-point scale on how prepared the respondents 
feel for market demands through their academic education and extracurricular training provided 
in the entrepreneurial center. A subsequent variable UNI_ACCESS contains the information on 
how crucial the respondents rate access to university facilities. 
 


RESULTS 
The interviewing lead to 23 responses out of the approached 51, a response rate of slightly less 
than 50%, yet high enough to confirm patterns through hypothesis testing. Others declined due to 
time constraints. Table 1 presents the descriptive statistics of the key variables used.  
 
Insights on intellectual property 


 The analysis starts with the possible implications and effects of IP and its protection on 
early-stage new ventures. First of all, the variable INTELLECTUAL_PROPERTY reveals that 
70 percent of the interviewed firms’ business models rely on explicit IP. Explicit IP is 
understood as a proxy for the innovativeness that underlies the business model. Hypothesis 1.1 is 
tested which assumes that innovative early-stage new ventures generate higher revenues 
compared to the group of ventures which show a business model that does not rely on explicit IP. 
To derive a statement on a potential correlation between a firm’s innovativeness (expressed by 
INTELLECTUAL_PROPERTY) and its performance (expressed by REVENUE), a t-test was 
conducted with Table 2 presenting results significant at the 1% level with a positive mean 
difference. There is a significant positive difference in generated revenue whether the underlying 
business model of a new venture is based on explicit IP or not. On average, innovative early-
stage new ventures generate revenues in the scale of $450k whereas new ventures without 
explicit IP in their business model show revenues ranging in the scale of $32k (see Figure 4 (“No 
IP” and “IP”) for an illustration). Hence, Hypothesis 1.1 is supported by this result. 
 


However, since we find a strong positive correlation between the age of a firm and the 
size of its revenue, it is necessary to check the findings’ robustness by using AGE as a control 
variable. After controlling for the number of years that new ventures are in business, a 
statistically significant correlation cannot be found anymore as the results in Table 3 indicate. 
This suggests that for early-stage new ventures the generated revenue is not significantly driven 
by the underlying innovativeness of the business model but rather by the time the venture is in 
business. On the other hand, this finding suggests considering a possible correlation between a 
venture’s age and its innovativeness. The results in Table 3 show that firms with business models 
that are based on explicit IP are significantly older than those in the other group. Assuming that 
the innovativeness of a business model is not significantly increasing over time, this finding 
suggests that innovativeness has an impact on the survival of early-stage new ventures and 
therefore explains why increasingly innovative firms are found in the higher age groups.  


 
 


 
 
 
 
 







Table 1: Descriptive statistics of key variables 
 
 
 


Variables N Min Max Mean Std. Deviation 


AGE 23 0 5 2.43 1.674 


ADVANCEMENT 23 1 10 4.8696 3.10870 


REVENUE 23 25 1000 321.7391 421.73238 


REVENUE_INTERVALS 23 1 5 2.43 1.701 


HEADCOUNT_YEAR1 12 1 75 12.33 21.356 


HEADCOUNT_YEAR2 16 1 100 16.13 29.568 


HEADCOUNT_YEAR3 23 1 300 33.70 77.270 


HEADCOUNT_GROWTHRATE 14 .09 1.10 .6058 .29416 


OUTSIDE_FUNDING 23 0 1 .70 .470 


OUTSIDE_FUNDING_HIGHEST 16 1 5 3.25 1.528 


INTELLECTUAL_PROPERTY 23 0 1 .70 .470 


IP_PROTECTION 16 1 5 2.81 1.223 


TECHRESEARCH 12 1 2 1.50 .522 


TECHYEARS 12 1 5 2.25 1.357 


APPROACHFEEDBACK 20 1 5 2.40 1.046 


PERSON_MS 23 0 2 .87 .815 


MARKETINGDEPT 23 0 1 .30 .470 


MARKETINGDEPT_EMPLOYEES 7 1 5 2.43 1.813 


MARKETING_ACTIVITIES 22 1 4 2.27 1.202 


MARKET_DYNAMICS 23 2 5 3.74 .915 


MARKET_TYP 22 1 4 2.41 .959 


FORMALIZATION 23 1 5 2.22 1.242 


RESOURCES_MS 22 1 5 2.68 1.492 


RESOURCES_RD 22 1 5 3.73 1.202 


PRICES 18 1 4 2.72 1.127 


MARKETING_STRAT 22 1 4 1.45 .963 


PREP_EDU 22 1 4 2.23 .973 


PREP_EXTRA 20 1 5 3.30 1.455 


UNIACCESS 20 1 5 3.55 1.432 







 
 
Table 2: T-test on correlation between REVENUE and INTELLECTUAL_PROPERTY 


* ρ< .05 (1-tailed), N=23 
Correlations between REVENUE and INTELLECTUAL_PROPERTY controlled by AGE 
Control REVENUE 


AGE 
INTELLECTUAL_PROPER
TY 


Correlation .040 
Sig. (2-tailed) .861 
Df 20 


  
 


Table 3: Mean age of new ventures that are/ are not based on explicit IP 


INTELLECTUAL_PROPERTY     N Mean** Std. Deviation 


 AGE 
 Yes 16 3.13 1.500 


 No 7 .86 .690 


** Difference in means is significant at the .01 level (2-tailed) 
Correlation between REVENUE and IP_PROTECTION controlled by AGE 
Control  REVENUE 


AGE IP_PROTECTION 
Correlation -.320 
Sig. (2-tailed) .244 
df 13 


 
Table 4 presents the results of a test on correlation between the strength of IPP and the 


venture’s performance expressed by the generated revenue. The sample size for this examination 
is N=16, as only the firms that indicated reliance on explicit IP in their business model provided 
data. We detect a slightly negative correlation, yet the null hypothesis cannot be rejected with a 
high enough probability. Therefore, the observed tendency of a negative correlation between the 
emphasis on IPP and revenue would be in line with the findings of Haar et al. (1988) but 
contradict the findings of Song et al. (2008) and Kakati (2003). At first sight, this looks 
controversial but it becomes more explicable by looking at the setups of the particular studies. 
Kakati only focuses on high-tech new ventures and interviews venture capitalists to receive data, 
and Song et al. conduct a meta-analysis of existing studies on new technology ventures (NTVs). 
Both, the strong technological orientation of the sample sizes in these two studies and the fact 
that both not explicitly focus on the early-stage of new ventures might account for the positive 
impact of IPP on survival and performance. Especially in the high-tech sector, patent protection 
plays a predominant role and affects the generated revenue as it keeps imitators out of the market 
or licensing contracts are set up. In addition, with increasing age of the firm, resources are less 


INTELLECTUAL_PROPERTY F Sig. t df ρ 
Mean 
Difference


REVENUE 


Equal 
variances 
assumed 


15.43
4 


.001 
2.74
4 


21 .0.12 1.857 


Equal 
variances not 
assumed 


  
4.03
3 


17.858 .001** 1.857 







limited and putting emphasis on IPP becomes more attractive compared to the resource 
constraint initial stage. In contrast, the study of Haar et al. (1988) surveys informal risk-capital 
investors who are explicitly defined as private individuals that invest in “a young startup 
company” (p. 15). Therefore, the data of Haar et al. is more comparable with data from early-
stage new ventures that consider the resource constraints new ventures are confronted with in 
their initial phase of business development.  
 
Insights on outside funding 


This section explores the effect of outside funding on the characteristics and the 
environment of the sample ventures. The descriptive statistics of OUTSIDE_FUNDING reveals 
a mean of .7, i.e., 70 percent of the sample firms received outside capital. By looking at the types 
of outside funding reported, we find that 81.25 percent of the firms received a more formal 
capital investment than money from friends and family. Considering that the samples are in their 
early-stage, this might be seen as a feature of the linkage to the university-based entrepreneurial 
center. This is critical in overcoming information asymmetries that impede capital acquisition.  


It is interesting to note that around one third of all capital investments stems from angel 
investments and that 22 percent from large VC exceeds one million dollars. Together with the 
high share of grants and prizes which accounts for 17 percent of all investments, a facilitated 
access to outside financing through the linkage of the sample firms with the university incubator 
is indicated. However, further research is needed to affirm these findings and compare the results 
with a control group of new ventures that are not linked to a university-based incubator.  


The variable OUTSIDE_FUNDING_HIGHEST contains the information of the most 
formal funding that has been received. This transformation is used since the questionnaire 
allowed multiple responses. Hypothesis 2.1 suggests that a positive correlation exists between 
the type of external funding and the age of a new venture. Table 4 presents the results of a linear 
regression with OUTSIDE_FUNDING_HIGHEST as the dependent variable and AGE as the 
independent variable. 


 
Table 4: Linear regression on funding type and firm age 
Dependent Variable: OUTSIDE_FUNDING_HIGHEST          R = .651; R-Square = .424 
 t Sig. Sum of Squares df Mean Square F Sig. 
Regression term   14.849 1 14.849 10.316 .006** 
AGE 3.212 .006** 20.151 14 1.439   
(Constant) 2.472 .027*      
Total   35.000 15    


* Significance at the .05 level, ** Significance at the .01 level 
 


The regression analysis with a R2 of 0.424 and statistical significance at the 1% level. 
The regression analysis confirms that age of business does not translate into a more formal 
investment. Rather, the positive linear correlation indicates that varying levels of funding exist 
for different development stages of new ventures. The YEI center can be assumed to facilitate 
access to outside funding even for very young start-ups.  


Since the underlying data set is only a snapshot in time, there is a possibility that the 
finding might be influenced by an implied survivorship bias, where predominantly VC funded 
firms survive longer. This shortcoming can be overcome by collecting panel data in future 
studies. In a next step, results on possible effects through the involvement of outside investments 
on the ventures structure and activities are presented. The variable PERSON_MS indicates 
whether someone is exclusively dedicated to marketing and sales, and it is differentiated whether 







this person is one of the founders or a key employee. Having a person from the founding team 
being responsible for marketing and sales, instead of a marketing professional is usually 
indicative of a lower degree of professionalization. A t-test on significance (see Table 5) is 
conducted to confirm the finding that outside capital-backed new ventures show a significant 
higher degree in professionalization.  


 
Table 5: T-test on Correlation between OUTSIDE_FUNDING and PERSON_MS 17 


OUTSIDE_FUNDING  F Sig. t df ρ 
Mean 
Difference 


PERSON_MS 


Equal 
variances 
assumed 


1.520 .231 1.802 21 .086* .634 


Equal 
variances not 
assumed 


  2.157 17.935 .045 .634 


* ρ< .05 (1-tailed) 
 


While the two-sided test only shows significance at the .1 level (ρ = .086 > .05), we find 
a significant one-sided result at the .05 level (ρ = .043 < .05) since the mean difference is 
positive. Therefore the null hypothesis H0 must be rejected and our findings that externally 
funded ventures show a significant higher professionalization are confirmed. Therefore, 
Hypothesis 2.2 is supported. Hypothesis 2.3 assumes an effect on its formalization. The 
respondents were asked to rate their formalization in their business plan in the sense of a 
comprehensive written business plan, the degree of details in their strategic orientation and 
whether strategic focus is short-term or long-term prior to their market entry. Funded firms rate 
their degree of formalization before market entry at 2.44 on average, whereas the mean value of 
not-funded firms is at 1.71. However, a t-test on the correlation between outside funding and 
formalization as shown in Table 6 does not show statistical significance (ρ = .206 > .05).  


 
Table 6: T-test on Correlation between OUTSIDE_FUNDING and FORMALIZATION 


OUTSIDE_FUNDING  F Sig. t df ρ 
Mean 
Difference 


FORMALIZATION 


Equal 
variances 
assumed 


1.375 .254 1.306 21 .206 .723 


Equal 
variances not 
assumed 


  1.485 15.808 .157 .487 


 
 Although there is no statistically significant correlation between being external funding 
and formalization prior market entry, a look at the relative frequency distribution of the 
responses is noteworthy. Nearly 40 percent of the interviewees indicate having put “very low” 
emphasis on business plan formalization prior to market entry, whereas only 17 percent report 
having put more than medium emphasis. Table 7 presents the results of a t-test on the 
significance of the underlying assumption of Hypothesis 2.4, with the null hypothesis as follows. 
With ρ < .01 the test results prove significance at the 1% level and therefore the null hypothesis 
H0 must be rejected. With a mean difference of .589 we detect a highly significant positive 
correlation between external funding and a firm’s underlying business model being explicitly IP 







based. Even after controlling for the age (see Table 7), the correlation remains statistically 
significant. 
 
Table 7: T-test on Correlation between OUTSIDE_FUNDING and 
INTELLECTUAL_PROPERTY 


OUTSIDE_FUNDING  F Sig. t df ρ 
Mean 
Difference 


INTELLECTUAL_ 
PROPERTY 


Equal 
variances 
assumed 


2.943 .101 3.342 21 .003** .589 


Equal 
variances not 
assumed 


  1.485
15.80
8 


.157 .589 


** ρ< .01 (2-tailed) 
Correlation between OUTSIDE_FUNDING and INTELLECTUAL_PROPERTY 
controlled by AGE 
Control  OUTSIDE_FUNDING 


AGE 
INTELLECTUAL_PROPERT
Y 


Correlation .430* 


Sig. (2-tailed) .046 
df 20 


* Correlation is significant at the .05 level (2-tailed) 
 


So far, our data shows the positive correlation between funded-firms and innovativeness. 
Nonetheless, the results must still be placed in the context of the causality discourse which aims 
on answering the question of whether outside funding spurs innovation or rather innovation 
attracts outside funding. Since the data stems from a sample of new ventures, it is justifiable to 
assume that these firms are still based on their initial business model with its original IP. Thus, 
by assuming the VC-first hypothesis in line with Hirukawa & Ueda (2011) the statistical test on 
correlation would be expected to show no significant difference of the innovativeness across 
outside-funded and non-funded firms. However, our findings contradict this rational. Our results 
of a strong positive correlation between a firm’s innovation level and receipt of outside funding 
support the innovation-first hypothesis. These findings are also in line with the findings of 
Hellman & Puri (2000). On the other hand, the results throw a new perspective on Kortum & 
Lerner (2000) where causality was found between venture funding and firm innovativeness. 
 
Implications of marketing, market entry and market properties 


The size of revenue is an indicator of advancement in a new venture, yet revenues can 
also highly depend on the underlying product or service. Therefore, to get a more suitable 
indicator, we express advancement by both revenue and age of a firm. To test Hypothesis 3.1, 
Table 8 presents the results of a linear regression with MARKETING_ACTIVITY as dependent 
variable and ADVANCEMENT as independent variable. With a R2 of 0.187 and statistical 
significance at the 5% level, the regression confirms Hypothesis 3.1. It empirically proves that 
firms gradually adjust their marketing activities. Moreover, this result also indicate that many 
firms professionalize their marketing activities in the early-stages already. 


 
  







Table 8: Linear regression on stage of marketing activity and firm advancement 
Dependent Variable: MARKETING_ACTIVITY                  R = .432; R-Square = .187 
 t Sig. Sum of Squares df Mean Square F Sig. 
Regression term   14.849 1 5.667 4.589 .045* 
ADVANCEMEN
T 


3.160 .045* 20.151 20 1.235   


(Constant) 2.142 .005**      
Total   35.000 21    


*Significance at the .05 level, **Significance at the .01 level 
 
Insights on university-linked centers 


A positive correlation is found between the rating on the importance of university access 
and whether a firm is technology based. It is striking to see how good of a proxy the subjective 
rating on university access is on the type of market entry. The regressions (Table 9) show a 
statistically significant positive correlation between UNIACCESS and the resource allocation at 
market entry towards product development and at the same time a statistically significant 
negative correlation towards resource allocation for marketing and sales. Therefore, it is shown 
that ventures which marketing and sales support can be identified and supported better. 


 
Table 9: Linear regression on RESOURCES_RD and RESOURCES_MS by UNIACCESS 
Dependent Variable: RESOURCES_RD           R = .595; R-Square = .354 


 t Sig. Sum of Squares df Mean Square F Sig. 


Regression term   10.116 1 10.116 9.878 .006** 
UNIACCESS .510 .008** 1.434 18 1.235   
(Constant) 1.841 .006**      
Total   28.550 19    


 
Dependent Variable: RESOURCES_MS    R = .612; R-Square = .375 


 t Sig. Sum of Squares df Mean Square F Sig. 


Regression term   16.110 1 16.110 10.805 .004** 
UNIACCESS 6.476 .004** 26.840 18 1.491   
(Constant) -3.287 .000**      
Total   42.950 19    


*  Significance at the .05 level, ** Significance at the .01 level 
 


LIMITATIONS 
The study has certain limitations that need to be overcome in future research. First, the 


findings should be seen as tendencies and provide a basis for further empirical examinations. The 
sample does not claim representativeness and generalizability without further empirical 
evidence. The results need to be understood in the context of a rather explorative case study that 
examined ventures from one particular university-linked entrepreneurial center. Second, 
correlations do not always indicate causality by default. Although this work aimed at correlations 
from both sides, more data is needed to conclude more universal conclusions. Third, more 
refined measures of early-stage performance and success are needed to draw more reliable 
conclusions. Specifically, the measure of headcount proved to be rather inadequate. Fourth, this 







case study excluded the effect of the entrepreneur and the founders’ team composition from the 
examination since that goes beyond the scope of this work. Last, all of the surveyed ventures are 
founded by entrepreneurs with a strong university background and therefore should not be taken 
as representative for all early-stage new ventures. Moreover, there is a possible bias that arises 
through the screening process of the entrepreneurial center’s fellowship program. And lastly, 
there is a survival bias since only ventures that were still in business are interviewed. 
 


CONCLUSIONS 
Four different areas that are influential on early-stage new ventures’ performances were 


detected and examined: 1) Intellectual Property, 2) Outside Funding, 3) Market Entry, Market 
Properties and Marketing and 4) University-linked Entrepreneurial Center. The examination on 
the impacts of IP and IPP shows tendencies that IP-based firms outperform the other firms and 
IPP is found rather to have a negative effect on performance in the early-stage. By looking on 
possible implications of outside funding, the data reveal that a diverse body of investors is 
accessible by the ventures which can be assigned to the link to the entrepreneurial center. 
Outside funded ventures showed higher levels of professionalization. Moreover, the empirical 
results contribute to the literature discourse on the interdependencies of outside funding and the 
innovativeness of a venture. The prevalent opinion that capital investors tend to fund firms which 
are based on explicit IP is supported. The broad area of market entry and market properties is 
analyzed by an explorative investigation of different influential factors and strategies. It is shown 
that aggressive market entrants outperform product oriented entrants. Also, the findings show 
that the marketing activities can be seen as a time-dependent development process. 
 
The last field that got examined is the university-linked entrepreneurial center itself. Through 
subjective ratings on the level of preparedness on market demands and challenges, the 
respondents showed that extracurricular training was more helpful than what is offered by 
university classes. A special need for specific marketing and sales support is detected, especially 
for technology-based new ventures. This is a valuable finding for the entrepreneurial center 
officials as well as for all entrepreneurs who are located in the technology area. 
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Exploring Human Capital and Hybrid Entrepreneurship  


ABSTRACT 


An individual’s human capital affects their choice to become and entrepreneur and also their likely 
success as a nascent entrepreneur. This paper explores how hybrid employment—entrepreneur 
opportunities impact these dynamics. Drawing on insights from decision theory, we argue that an 
individual’s human capital influences entrepreneurial pursuits as a two stage process, first shaping 
whether nascent entrepreneurship and/or employment enters an individual’s consideration set when 
they are facing a career transition and second influencing the outcomes of entrepreneurial pursuits. 
Using a novel longitudinal dataset of individuals facing career transition as nascent entrepreneurs, job 
seekers or both, we find that while hybrid nascent entrepreneurship (trying to start a business while 
being employed) has a positive influence on outcomes, hybrid search (concurrent job search while 
trying to start a business) has a strong negative influence.  


INTRODUCTION 
It is well established in prior literature that the human capital of individuals is important for both 
shaping their decision to enter the entrepreneurial process (e.g. Delmar & Davidsson, 2000; Kim, 
Aldrich, & Keister, 2006; Klyver & Schenkel 2013) and also the likelihood to succeed in starting a 
business (e.g. Davidsson & Honig, 2003; Bosma, van Praag, Thurik, & de Wit, 2004; Dimov, 2010). 
Yet, the relationship between human capital and entrepreneurial pursuits is far from straight forward, as 
the decision to become an entrepreneur is not made in isolation to other career options (Dobrev & 
Barnett 2005) and human capital not only influences an individual’s prospects as an entrepreneur but 
also the chances of getting a better job (Gimone, Folta, Cooper, & Woo, 1997; Cassar, 2006; Shepherd 
et al., 2015). This relationship is further complicated by the fact that a considerable number of 
individuals engage in various forms of hybrid entrepreneurship, including entrepreneurship as a form of 
supplementary income, leisure-based businesses, pursuing other non-monetary benefits or transitioning 
from employment to full self-employment (e.g. Folta, Delmar &Wennberg, 2010; Raffiee & Feng, 
2014; Kim, Longest & Lippmann, 2015).  


While existing studies clearly indicate that hybrid entrepreneurship is an important dimension of 
the decision to become an entrepreneur in relation to other career options, our knowledge of the nascent 
phase of hybrid entrepreneurship remains rather immature. There is valuable evidence that hybrid 
entrepreneurship encourages subsequent full-time self-employment (Folta et al., 2010) and improves 
the survival of these subsequent ventures (Raffiee & Feng, 2014). These studies suggest that remaining 
employed is attractive for hybrid entrepreneurs as it reduces downside risk and the opportunity costs of 
engaging in nascent entrepreneurship. However it remains unclear whether remaining employed 
impacts the nascent entrepreneurship process itself and ultimately whether hybrid entrepreneurs are 
more likely to successfully start their businesses or not. Further, while prior studies suggest hybrid 
entrepreneurs may be “trialing” entrepreneurship as a career transition pathway (Folta et al., 2010), 
they do not investigate whether these individuals may also be concurrently searching for a new job. 
Hence we investigate how two different dimensions of hybrid entrepreneurship affect the process of 
nascent entrepreneurship: 1) hybrid searchers, who are people in the process of starting a business 
while simultaneously looking for a new job, and 2) hybrid nascent entrepreneurs, who are people in the 
process of starting a business while being employed.  







Accordingly in this study we seek to improve understanding of the nascent phase of hybrid 
entrepreneurship by investigating the relationship between individual’s human capital, the 
consideration of becoming an entrepreneur and the nascent entrepreneurship performance by taking 
into account different dimensions of hybrid entrepreneurship. Like other prior research (e.g. Cassar, 
2006; Douglas & Shepherd, 2000) we adopt the stance that individuals face a choice between becoming 
an entrepreneur or and employee. However, drawing on insights from decision theory, rather than 
viewing this as a single decision evaluated at one point of time, we view the career choice as a process 
involving two distinctive stages: (1) consideration set formation and (2) start-up performance 
understood as progress. 


For the first stage, we draw on the notion of a “consideration set” from decision theory (e.g. 
Roberts & Lattin, 1991; Simonson & Tversky, 1992) to suggest that individuals facing a career 
transition may include employment options (job seekers), new venture opportunities (nascent 
entrepreneurs), or both (hybrid nascent entrepreneurs) within their consideration sets.  


In the second stage, we posit that entrepreneurial performance differs between those who 
concurrently seek employment (hybrid searchers) compared to those that don’t due to the increased 
salience of opportunity costs involved with possible job alternatives (Cassar 2006; Gimeno et al. 1997. 
We further propose that these impacts differ for employed nascent entrepreneurs (hybrid nascent 
entrepreneurs) versus those who are unemployed because the employment allow the entrepreneur to 
evaluate and learn about the opportunity while minimizing or eliminating the opportunity cost of 
forgoing paid employment (Folta et al. 2010; Raffiee & Feng 2014). See figure 1. 


To empirically test our propositions, we construct a unique longitudinal dataset of individuals 
facing career transitions. We make two key contributions. First, we argue that the hybrid nature of the 
entrepreneurial process not only takes place after the decision to start a business has been taken but also 
in the process of considering entrepreneurship or self-employment as a career option (Sieger & 
Monsen, 2015). Thereby, we extend existing understandings of hybrid entrepreneurship as a pathway to 
fulltime self-employment (e.g. Folta et al., 2010), specifically by suggesting two different dimensions 
of hybrid entrepreneurship with opposite effects through mechanisms that are quite distinct from the 
previous suggested mechanisms (e.g. Folta et al. 2010; Raffiee & Feng 2014). 


Second, by drawing on decision theory, we propose multiple pathways whereby i) human capital 
influences an individual’s choice to consider employment options, business start-up or both, ii) human 
capital directly affecting performance for those that include business startups into their consideration 
set, and iii) the salience of opportunity cost of alternative employment options affects performance for 
nascent entrepreneurs who concurrently seek a job. Thereby, we follow a recent call to advance studies 
of nascent entrepreneurship from a naïve perspective isolated from other alternatives, to a more 
realistic perspective that incorporates other career alternatives (Shepherd, Williams, & Patzelt, 2015).  


THEORY AND HYPOTHESES 


Human Capital and the Decision to Become an Entrepreneur  
Human capital is the knowledge and capacity within individuals to perform certain tasks. Becker 
(1993) describes human capital as an investment in knowledge, skill, or ability through which 
individuals expect economic returns. Accordingly, human capital theory (Becker, 1975) aims at 
explaining how individuals’ decisions in these investments influence career choices and other 
occupational characteristics such as salaries. Specifically, human capital theory assumes that 







individuals choose an occupation or employment that maximizes the present value of economic and 
psychic benefits over their lifetimes (e.g. Gimeno et al., 1997; Douglas & Shepherd, 2000).  


Human capital theory has been used to explain various entrepreneurial outcomes such as start-up 
decision, penetration through early stages, survival of new business, growth, and performance (e.g., 
Davidsson & Honig, 2003; Bates, 1990; Gimeno et al., 1997). According to this literature, an 
individuals’ decision to start venturing activities and consequent performance depends in part on 
previous investments in human capital, which may provide general skills or task—specific skills that 
apply to a particular context.  


However, it is also evident that the knowledge, abilities and information associated with human 
capital likewise result in individuals being able to apply such knowledge in non-venturing 
environments, such as in paid employment (e.g. Cassar, 2006; Gimeno et al., 1997; Carnahan, Agarwal, 
& Campbell, 2012). Human capital not only allows individuals to achieve tasks in a more productive or 
successful manner, but also provides a signal to the labour market as to their increased ability to 
perform required tasks (Spence, 1973; Mincer, 1974). Given the increased productivity, or increased 
potential to undertake tasks effectively, human capital is valued by the labour market, resulting in 
individuals with high human capital being able to earn greater income commensurate to their ability 
and investment in training. Accordingly, high levels of human capital do not only facilitate venturing 
activities but simultaneously facilitate the fulfilment of a top-paid job, for instance as CEO in a large 
multinational company. Thus, any career transition decision should be evaluated considering the 
competing alternatives through the utility it provides and the lost utility it causes because alternative 
options were not selected. That is, any career transition decision should include an evaluation of the 
associated opportunity costs.  


Eatwell, Milgate and Newman (1989: 719) define opportunity costs as “the evaluation placed on 
the most highly valued of the rejected alternatives or opportunities”. For nascent entrepreneurs, 
opportunity costs represent the income that can be earned from paid employment rather than through 
entrepreneurial activity. Hence, whether or not to undertake a particular venturing opportunity or 
activity must be weighed up against the benefits from alternative course of action (Cassar, 2006; 
Gimeno et al., 1997). In this regard, individuals with high levels of human capital have better 
alternatives available, and therefore are subject to higher opportunity costs. 


Opportunity cost arguments have been prominent in research examining an individual’s choice 
between employed-work and self-employment (e.g. Evans & Leighton 1989; Davidsson & Honig 2003; 
Kim et al. 2006). Prior literature has tended to looked at this complex relationship between human 
capital and the choice between employment and entrepreneurship as a dichotomous, mutually exclusive 
decision (e.g. Douglas & Shepherd 2000, Douglas, 2013; Audretsch, Bönte, & Tamvada, 2013). Yet 
from decision theory we know that complex decisions are usually made in a two-step approach 
consisting of a consideration set formation and according choice (e.g. Roberts & Lattin, 1991).  


Career Transition as a Two-stage Decision: Consideration set and Alternative Evaluation 
When deciding on a career change, whether looking for a new job, trying to develop a new venture or 
both, individuals are faced with many alternative options. Moreover, considerable information search is 
required in order to properly evaluate these alternatives. Decision theory suggests that when faced with 
a large number of imperfectly known alternatives, individuals tend to engage in a two-stage decision-
making process: i) individual’s first decide which alternative options to include in a consideration set 
(also called a choice set or an evoked set), and ii) they evaluate each of the alternatives in their 
consideration set and choose from amongst these alternatives (Simon, 1955; Roberts & Lattin, 1991; 







Swait & Ben-Akiva, 1987; Hauser, 2014). This research suggests that a two-stage approach is 
necessary due to a limited cognitive capacity for decision-making and the costs inherent in information-
acquisition. Prior research suggests individuals are likely to adopt such an approach to career transition 
decisions, first narrowing down options to a manageable set that are investigated further (Melkersson, 
1999).    


Decision theory suggests that individuals will rationally add alternatives to their consideration set 
if the expected benefit outweighs the consideration costs (Hauser, 2014; Roberts & Lattin, 1991, 
Shocker, Ben-Akiva, Boccara, & Nedungadi, 1991) and the risk and uncertainty premium (Mehta et al., 
2003). Consideration costs are the costs associated with acquiring, securing and evaluating information 
about each of the alternatives (Roberts & Lattin, 1991; Hauser & Wernerfelt, 1990) while risk and 
uncertainty premium is the premium associated with risk and uncertainty about future utility (Mehta, et 
al., 2003; Morrison & Roberts, 1998). 


For a new job, individuals need to search for employment opportunities, prepare applications and 
conduct interviews (Barber, Daly, Giannantoni, & Philips, 1994). For a new venture opportunity, 
nascent entrepreneurs broadly engage in a discovery and exploitation an opportunity (Shane & 
Venkatraman, 2000).  


These consideration costs are balanced against the benefit of evaluating more options, or adding 
further alternatives to the consideration set. It is assumed that prior to evaluation, individuals have an 
expected utility of each alternative but this utility is imperfectly known (Hauser, 2014; Roberts & 
Lattin, 1991, Mehta et al., 2003). In career choice, expected utility trade-offs include not only monetary 
benefits but also work effort, independence and risk (Douglas & Shepherd, 2000; Levesque, Shepherd 
& Douglas, 2002). Entrepreneurship represents a riskier endeavor than employment (Duchesneau & 
Gartner, 1990; Levesque et al., 2002), resulting in a higher risk and uncertainty premium (Mehta, et al., 
2003; Morrison & Roberts, 1998). 


Individuals are likely use a ‘greedy’ heuristic to form their consideration set, including 
alternatives with the highest expected utility net of their consideration costs into the consideration set 
first. In principle, a rational individual would continue to add alternatives to their consideration set until 
the expected benefit of not excluding a better alternative is less than the consideration cost of 
evaluating another alternative (Robert & Lattin, 1997; Mehta et al., 2003). Although individuals are 
likely to adopt various heuristics in the formation of their consideration sets (Simon, 1955), none-the-
less alternatives with higher expected utility and lower consideration costs are more likely be included 
(Hauser, 2014). 


Building from these insights, we conceptualize entry into entrepreneurship as a two-stage career 
transition decision process. As a first step individuals decide whether to look for a new job, try to start 
a new business, or both (hybrid search). As a second step, those who engage in nascent 
entrepreneurship might engage in various forms. They might only engage in their venturing activities 
(nascent entrepreneurs), partly engage in nascent entrepreneurial activities as a form of supplementary 
income, leisure-based businesses, or as a transition from employment to full self-employment (hybrid 
nascent entrepreneurs), or they may partly engage in nascent entrepreneurship and partly engage in a 
job seeking process (hybrid searchers). Accordingly, we develop a model in which we explain how 
human capital affects nascent entrepreneurship via dual pathways; the decision to become and 
entrepreneur and the nascent entrepreneurship process and how different forms of nascent 
entrepreneurship influence these mechanisms (cf. Figure 1).  







Stage 1: Human Capital and Consideration Set Formation 
We argue that human capital endowments influence which career options enter an individual’s 
consideration set, affecting whether they choose to be a nascent entrepreneur, job seeker or hybrid 
searcher. More specifically, human capital may impact the consideration set formation through its 
impact on the expected utility of career options, the expected consideration costs of including specific 
alternatives in the individual’s consideration set, and the risk and uncertainty premium of alternatives.  


Entrepreneurial task-related human capital: Typical entrepreneurial activities broadly involve 
discovering and exploiting of opportunities (Shane & Venkataraman, 2000; Eckhardt & Shane, 2010) 
such as searching for/creating opportunities, assessing and selecting opportunities, fund raising, 
banking, developing strategies, getting licenses, marketing and selling, as well as organization and 
leadership (Katz & Gartner 1988; Chandler & Jansen, 1992; Carter et al., 1996; Shane & 
Venkateraman, 2000). Hence, high endowments in entrepreneurial task-related human capital – such as 
startup experience – should allow individuals to produce effectively and increases the ability to perform 
(Spence, 1973; Mincer, 1974) and thereby increase the expected utility of entrepreneurship.  


Second, entrepreneurial task-related human capital is likely to influence the risk and uncertainty 
premium associated with nascent entrepreneurship. Prior research suggests that entrepreneurship is 
perceived to be more risky than employment with larger variation in personal income for entrepreneurs 
as a consequence (Duchesneau & Gartner, 1990; Maire & Schjerning, 2007; Levesque et al., 2002). 
However, this risk is likely to be less severe for those with entrepreneurial task-related human capital 
(e.g. Heath & Tversky, 1991).  


On the other hand, entrepreneurial task-related human capital might only have little relevance for 
wage work when it has limited scope of applicability in alternative occupations. Therefore, while 
human capital specific to the venture raises performance, it has no influence on entrepreneurs' threshold 
of performance.  


Entrepreneurial task-related human capital also impacts the consideration costs of an individual 
including entrepreneurship in their consideration set. Individuals with entrepreneurial task-related 
human capital likely experience lower search and evaluation costs to discover new entrepreneurial 
activities. Individuals with entrepreneurial experience are able to rely on prior knowledge (Shane, 
2000) and already established social networks (Mosey & Wright, 2007) to access and obtain non-
redundant information about the venture option.  


Thus, because entrepreneurial task-related human capital i) increases utility of nascent 
entrepreneurship compared to other career alternatives, ii) decreases the risk and uncertainty premium 
of nascent entrepreneurship and iii) reduces the consideration costs of including nascent 
entrepreneurship, we expect individuals with higher entrepreneurial task-related human capital to be 
more likely to include nascent entrepreneurship in their consideration set of career alternatives. 
Therefore we propose: 


Hypothesis 1: Higher levels of entrepreneurial task-related human capital increase the 
likelihood that individuals include entrepreneurship in their career change consideration 
set.   


Employment task-related human capital: Employment task-related human capital – such as 
work and managerial experience – is human capital that only partly relates to current tasks of 
entrepreneurship. The acquired skills might be useful across a wide range of occupational alternatives 
and therefore increase both, utility expectations associated with the employment options and the 
entrepreneurship option. Employment task-related human capital might, however, reduce consideration 







costs more for the employment option compared to the entrepreneurship option because of familiarity 
with such career options. While employment task-related human capital generated from prior 
experience might be helpful for estimating utility of entrepreneurship it is expected to be more precise 
in predicting utility of employment because of the smaller income variations (Maire & Schjerning, 
2007).  


Thus, because employment task-related human capital reduces the consideration costs of 
including employment, we expect individuals with higher employment task-related human capital to be 
more likely to include employment in their consideration set of career alternatives. Therefore we 
propose: 


Hypothesis 2: Higher levels of employment task-related human capital increase the 
likelihood that individuals include employment in their career change consideration set 


Stage 2: Nascent Entrepreneurship Performance  


Human Capital and Nascent Entrepreneurship Performance  
Human capital investments should improve an individual’s ability to perform tasks. Individuals with 
high human capital endowments should be more likely and more successfully able to undertake venture 
activity (Davidsson & Honig, 2003; Kim et al., 2006).  


Hence, although we do expect human capital to improve performance in the the nascent 
entrepreneurial process, we simultanously expect effects of various types of human capital to be with 
different strengths. We follow Unger et al. (2011) in arguing that human capital is more important 
when it is task-related compared to nontask-related provided that the task-relativeness is aligned with 
the activity in focus. We therefore suggest the following hypotheses. 


Hypothesis 3: Higher levels of entrepreneurial task-related human capital improves 
nascent entrepreneurship performance more than employment task-related human capital 


Hypothesis 4: Higher levels of entrepreneurial task-related human capital improves 
nascent entrepreneurship performance more than non-task-related human capital 


Hypothesis 5: Higher levels of non-task-related human capital improves nascent 
entrepreneurship performance more than employment task-related human capital 


Hybrid Entrepreneurship and Nascent Entrepreneurship Performance 
Hybrid Nascent Entrepreneurs. Prior research suggests that hybrid entrepreneurship, that is 


concurrent paid employment and self-employment, is beneficial for the entrepreneur. Maintaining 
employment allows the entrepreneur to evaluate and learn about the new venture opportunity while 
minimizing or eliminating the opportunity cost of forgoing paid employment (Folta et al., 2010; Raffiee 
and Feng, 2014). Starting a new venture entails considerable risk and uncertainty. During the nascent 
entrepreneurship process the entrepreneur seeks to evaluate the feasibility and potential of their new 
idea (Keh, Foo, & Lim, 2002). Over time, as more information is collected and assessed, the risk and 
uncertainty surrounding the venture idea is reduced (Keh et al. 2002). Hence, hybrid nascent 
entrepreneurs are able to explore and learn about the new venture opportunity with comparatively low 
risk (Folta et al. 2010; Raffiee & Feng, 2014).  


Maintaining employed also allows the nascent entrepreneur to evaluate their own capabilities as 
entrepreneur, and their fit with the new venture context, with comparatively low risk (Folta et al., 2010; 
Raffiee & Feng, 2014).  







Further, employment may afford the nascent entrepreneur favorable access to resources required. 
Retaining paid employment will assist the nascent entrepreneur to finance the new venture opportunity, 
either through personal income or the ability to secure a personal loan (Petrova, 2010).  


In summary, hybrid entrepreneurs benefit from lower opportunity costs while they learn about 
the merits of the venture opportunity and evaluate their own capabilities and fit with the venture 
context, and enjoy preferential access to resources useful in the venture creation process. We therefore 
propose: 


Hypothesis 6: Hybrid nascent entrepreneurs will have enhanced nascent entrepreneurship 
performance than pure nascent entrepreneurs. 


Hybrid Searchers. While nascent entrepreneurs face the opportunity costs of foregoing 
alternative employment options (Giffort 1993; Kim et al. 2006; Carnahan et al. 2012; Lofstrom, Bates, 
& Parker, 2014), these options remain abstract and rather irrelevant unless individuals seriously 
considers paid employment. When paid employment is considered simultaneously with starting the 
business then opportunity costs become salient, and the entrepreneurs are more likely to interrupt the 
start-up process.  


Persistence in the entrepreneurial process requieres high commitment even when facing obstacles 
along the way. Indeed, entrepreneurial action is not a single event, but a process through which action 
needs to be initiated, sustained and coordinated (McMullen & Dimov, 2013; Cornelissen & Clarke, 
2010). Maintaining and directing this prolonged action is highly challenging and drawbacks after first 
activities might change the initial preference when the opportunity costs of competing occupational 
alternatives getting higher. Persistence in the face of these obstacles implies a protection of the venture 
intention when first results are below expectations. Hence, it remains questionable whether nascent 
entrepreneur that simultaneously look for paid employment have enough commitment to continuously 
engage and persist in the venture creation process. We therefore state:  


Hypothesis 7: Hybrid searchers will have restricted nascent entrepreneurship 
performance than pure nascent entrepreneurs. 


----------------------------------------------- 
Insert Figure 1 


----------------------------------------------- 


METHOD 
We conducted a 2-wave panel telephone survey of individuals considering a career change. We use 
data from the first wave of data to test Stage 1 of our model concerning consideration set formation 
(Hypotheses 1 & 2). Data from wave two is used to test Stage 2 of our model related to nascent 
entrepreneurship performance (Hypotheses 3-7).  


Data and Sampling 
Our respondents constitute a random sample of ‘career changers’, or individuals in the process of 
making a significant change to their current work status, within the Danish population. Our sampling 
procedure began by identifying 47,615 individuals. Out of these, 19,286 individuals were reached by 
telephone.  


We used two screening questions to identify our sample of career changers: 1) Are you currently, 
on your own or together with others, in the process of starting a business? 2) Are you currently looking 
for a new job? The first screening question is the well-established screening question used for nascent 







entrepreneurship projects such as Global Entrepreneurship Monitor (GEM) (Reynolds et al. 2005) and 
the various panel studies such as PSED I & II, CAUSEE, SwPSED, etc. (Gorden & Davidsson 2012; 
Gartner & Shaver 2012). The second screening question was adapted to identify individual in the 
process of looking for another job. Those who responded ‘no’ to both screening questions were not 
interviewed further. Those who responded ‘yes’ to one of the screening questions, or both, were 
interviewed further regarding the demographics and their human capital. Combining the two screening 
question provided us with three types of career changers: job seeker, nascent entrepreneur, and hybrid 
searcher (cf. table 1).  


----------------------------------------------- 
Insert Table 1 about here 


----------------------------------------------- 
We limited the number of interviews with job seekers to 300 while we target interviewing 800 nascent 
entrepreneurs and hybrid searchers all together. We always asked both screening question. When we 
reach 300 interviews with job seekers we stopped interviewing these individuals and only interviewed 
if respondents could be classified as hybrid searchers or as nascent entrepreneurs.  


For Stage 1, Because of missing responses to some of the questions we ended with a sample of 
909 useable respondents (job seekers = 226; hybrid searchers = 140; nascent entrepreneurs = 543) 
which equals 83 percent of the original sample of 1100 respondents.  


For Stage 2 analyses of nascent entrepreneurship performance we used the subsample of 
respondents who were in the process of starting a business (nascent entrepreneurs and hybrid 
searchers). One year after the original survey we contacted the respondents that were either hybrid 
searchers or nascent entrepreneurs again to check the outcome of their startup efforts. We were able to 
get useful responses from 406 out of the 683 in the process of starting a business, providing a response 
rate of 59 %.  


Measures – dependent variables 
Stage 1. For Hypotheses 1 and 2, the dependent variable is consideration set composition. It is 


based on the two screening questions described above. It is coded 0 for job seekers, 1 for hybrid 
searchers, and 2 for nascent entrepreneurs.  


Stage 2. For remaining hypotheses nascent entrepreneurship performance is the dependent 
variable. We followed the tradition of using perceptual measures of firm emergence (e.g., Newbert, 
Tornikoski, & Quigley, 2013). At the beginning of the second-wave survey completed 1 year later than 
the original survey, we asked entrepreneurs: i) have you disengaged with your startup effort, ii) are you 
still trying to start your business, or iii) have you successfully started your business. We coded 1 for 
started, 2 for still trying, and 3 for disengaged. Our test compares started versus disengaged (Davidsson 
& Gordon, 2012)   


Independent variables. All independent variables were measured in the first wave survey. If 
respondents replied their work status were employed, self-employed, student, or retired as opposed to 
unemployed they had ongoing occupation and we coded 1 for employment. For unemployed, we coded 
0 for employment. Those with an ongoing occupation have a stable income and are not in any ways 
forced by government to make any effort to change their work status. Unemployed, in contrast, have an 
unsustainable income that will disappear or be reduced over time. Additionally, the government will 
initiate different measures to make them employable in order to change their work status. In stage 2, 
where only entrepreneurs are considered, being employed indicates hybrid nascent entrepreneur.  







We measure entrepreneurship task-specific human capital as startup experience, coded 1 for Yes 
and 0 for No. We measure employement task-specific human capital as managerial experience (1 for 
Yes; 0 for No) and top management experience (1 for Yes; 0 for No). Nontask-specific human capital 
was measure as education (1 for primary school; 2 for secondary school; 3 for vocational education; 4 
higher education shorter than 3 years; 5 higher education between 3 and 4 years; 6 higher education 
more than 4 years). 


For hypotheses dealing with startup performance, we also use information about whether those 
in the process of starting a business were simultaneously searching for new job – thus, whether they 
were hybrid searchers or nascent entrepreneurs. We term this variable ‘hybrid searchers’, coded 0 for 
‘no’ and 1 for ‘yes’. This variable essentially represents the opportunity costs of paid employment for 
entrepreneurs.  


Control variables. We controlled for sex, age, household income, and years in process.  


RESULTS 


Consideration set formation 
Table X1 shows the means, standard deviation and spearman correlation for the dependent variable, 
independent variables, and control variables.  


----------------------------------------------- 
Insert Table X1 here (Obtained on request) 


----------------------------------------------- 
Examination of the correlations suggests no indications of multicollinearity (Knoke, Bohrnstedt, & 
Mee, 2002). The highest correlation – apart from those among the dependent variable categories – is 
observed between startup experience and job seekers (r = -.41).  


We test the hypothesis considering the control variables using multinomial regression analysis 
(cf. table 2). We first introduced the control variables followed by the independent variables (human 
capital). The Pseudo R Square increases from .21 to .31 when the independent variables are introduced, 
showing that human capital adds importantly to the explained variance of consideration set formation.  


----------------------------------------------- 
Insert Table 2 here 


----------------------------------------------- 
Results show that career changers with higher levels of respectively startup experience and managerial 
experience are more likely to be nascent entrepreneurs compared to job seekers (Model 2: startup 
experience: β=2.03; p<.001; managerial experience: β=0.48; p<.01) and more likely to be hybrid 
searchers than job seekers (Model 4: Startup experience: β=1.42; p<.001; managerial experience: 
β=0.65; p<.05). This means that career changers with startup experience are 6.6 times more likely to be 
nascent entrepreneur compared to job seekers and 3.1 times more likely to be hybrid searchers than job 
seekers. Career changers with managerial experience are 60 % more likely to be nascent entrepreneur 
compared to job seekers and 92 % more likely to be hybrid searchers than job seekers. Finally, career 
changers with top management experience are more 99 % likely to be Hybrids compared to Job 
Seekers (Model 4: Top management experience: β=0.69; p<.01).  


Together, the results support hypothesis 1 suggesting that entrepreneurship task-related human 
capital increases an individual’s likelihood to include entrepreneurship in their consideration set, but 
reject hypothesis 2 suggesting employment task-related human capital increases an individual’s 
likelihood to include employment in their consideration set.  







Nascent Entrepreneurial Performance 
Table X2 shows the means, standard deviation and spearman correlation for the dependent variable, 
independent variables, and control variables. We test the hypotheses considering the control variables 
using multinomial regression analysis (cf. table 3). Again, we first introduced the control variables 
followed stepwise by respectively the independent human capital variables and hybrid characteristics.  


When human capital variables are introduced the Pseudo R Square increases from .14 to .23 and 
increases further to .30 when the hybrid characteristics are introduced, respectively. This shows that 
human capital and hybrid characteristics both add importantly to the explained variance of startup 
performance.  


------------------------------------------------------------------------ 
Insert Table X2 (obtain on request from author) & 3 here 


------------------------------------------------------------------------ 
We find that startup experience and education level impact whether entrepreneurs start their business or 
disengage the startup process (Model 2: Startup experience: β=1.51; p<.001; education: β=0.24; p<.05). 
Thus, they are respectively 3.5 times and 27 % more likely to start their business with startup 
experience or one standard deviation higher education level. We utilized z tests to reveal whether the 
effects of human capital on startup performance vary among the human capital variables. We found 
support for hypothesis 3 and 4 (p<0.05) but rejected hypothesis 5. Thus, entrepreneurship task-related 
human capital matters more than both employment task-related and nontask-related human capital, 
while we found no difference between employment task-related and nontask-related human capital. 


Further, results show that hybrid nascent entrepreneurs are more likely to start their business than 
disengaging the startup process (Model 3: β=0.95; p<.05). Specifically, they are 1.6 times more likely 
to start their business compared to pure nascent entrepreneurs, providing support for hypothesis 6.  


Finally, we found that hybrid searchers are less likely to start their business than disengaging 
(Model 3: β=-1.64; p<.001), regardless of whether they are employed or not (model 4). Specifically, 
they are 4.1 less likely to start their business compared to pure nascent entrepreneurs, providing support 
for hypothesis 7. 


DISCUSSION AND CONCLUSION 


Summary and Interpretation of Results 
In this paper, we develop and empirically test a two-stage model of entry to entrepreneurship and 
according performance. We draw on decision theory to expand our understanding of how human 
capital (and related opportunity costs) impacts entry to entrepreneurship from a isolated vocational 
decision perspective to a more holistic process perspective that takes into account alternative job 
alternatives and various from of hybrid entrepreneurship.  


Consistent with our expectations for the first stage, we found that individuals with high levels of 
entrepreneurship task-related human capital are more likely to prioritise entrepreneurship in their 
consideration set and less likely include employment options. However, contrary to what we expected, 
we found that employment task-related human capital also increases the chance that individuals 
prioritise entrepreneurship in their consideration set. This result might be an indication for the change 
in the educational system towards a more specified entrepreneurial education (Katz, 2003; O’Connor, 
2013). It might also be due to the fact that many entrepreneurship start a business that is related to their 
prior job. Nevertheless, the effect sizes of entrepreneurship task-related and employment task-related 
human capital respectively, clearly distinguish the importance of entrepreneurial experience from 







employment related human capital in their impact on consideration set formation. That is, our results 
clearly show that prior venture experience is crucial for considering entrepreneurship as a career 
choice. This is in accordance with the idea of a two stage model.  


In the second stage we focus on start-up performance. As expected, our results show that both, 
task-related and non-task-related human capital positively impact the likelihood of successfully starting 
business. Most interestingly, we find that entrepreneurs with employment options in their consideration 
sets (hybrid searcher) are 4 times less likely to start their business than pure nascent entrepreneurs. 
They might abandon their startup efforts as a consequence of the opportunity cost of alternative 
employment. In fact, among those reporting that they disengaged form the start-up process, 22 percent 
reported it was caused by getting a new job.  


Hybrid nascent entrepreneurs, on the contrary, are 1.6 times more likely to start their business 
compared to pure nascent entrepreneurs. They can use their existing network, mitigate their opportunity 
costs and limit hence limit the risk.   


In summary, our empirical results show that individuals’ human capital impacts the outcome of 
the startup effort in a two-stage process: (1) through an effect on the consideration set and (2) through 
an effect on entrepreneurial performance. Accordingly, we have identified an indirect human capital 
effect on entrepreneurial performance through its impact on the consideration set selection in addtion to 
direct human capital effect. We further find that while hybrid nascent entrepreneurship has a positive 
influence on outcomes, hybrid search has a strong negative influence.  


Contributions 
Our study makes three important contributions to our understanding of how human capital impacts 
nascent entrepreneurship. First, we advance studies of nascent entrepreneurship from a perspective 
isolated from other alternatives to a more realistic perspective that involves other career alternatives 
(Shepherd et al. 2015). Prior literature to date has not explicitly included alternative options. Some 
studies compared entry to nascent entrepreneurship with ‘all other options’ (Davidsson & Honig, 2003; 
Klyver & Schenkel, 2013), some compared self-employment with employment after the decision has 
been made (Carroll & Mosakowski 1987; Blanchflower 2000; Audretsch et al., 2013), and finally some 
apply entrepreneurs’ inspirations as a way of dealing with alternative options (Douglas, 2013; Gimone 
et al., 1997; Lofstrom et al., 2014). We suggest another solution that takes us closer to the mechanisms 
involved when several career options are under consideration. By specifically examining “career 
changers”, i.e., individuals that are in the process of a career re-orientation, we are able to get a more 
fine-grained explanation about how human capital endowments and related consideration sets influence 
the decision to become an entrepreneurs in a first stage, and how human capital endowments, and 
related opportunity costs in form of different nascent entrepreneurship approaches influence the 
entrepreneurial progress. Accordingly, we contribute to existing literature on nascent entrepreneurship 
by introducing a dynamic way of dealing with human capital, and opportunity costs associated with 
other alternatives dividing the career decision into a two stage decision making process. Thereby we 
directly respond to Shepherd et al.’s (2015: 21) recent call: “future research can explore opportunity 
costs in the contexts of a series of career decisions rather than as a one-time decision”.  


Shepherd et al. (2015: 21) further call for research that deals with the fact that “[s]ome 
individuals are nascent entrepreneurs for quite some time and engage some time and engage in a 
variety of activities to prepare for starting their venture but ultimately decide against doing so in the 
end”. Our two-stage theorizing and our longitudinal observation over a one year period helps 
understanding how early preferences determine the progress and persistence in the entrepreneurial 







journey. Career changers go through a dynamic process to make the career decisions and they 
successively eliminate career options with lowest utility before they make their decision. Hence, by 
dynamically following these career-changers, we uncover a combined search and learning process 
altering career preferences as the process continues. As such we overcome the methodological problem 
of static research designs that reinforce the impression that entrepreneurship is based on stable career 
preferences as our two stage theorizing and our longitudinal observation allows us to study how initial 
career-related decisions determine the progress and persistence in the entrepreneurial journey.  


Our third contribution relates to a recent and important stream of studies focusing on hybrid 
entrepreneurship (e.g. Folta et al., 2010; Raffiee & Feng, 2014; Kim et al. 2015). Trying to initiate a 
venture while simultaneously being employed for salary has been seen a pathway and strategy that 
enhance firm survival rate and profitability because it offers a change to learn. Folta et al. (2010) 
suggested three antecedents for choosing a hybrid pathway to fulltime self-employment, those being 
individuals’ switching cost, uncertainty, and quality of individuals’ human capital. Raffiee and Feng 
(2014) continued suggesting how the hybrid pathway can function to enhance firm survival depending 
on cognitive ability and entrepreneurial experience. Kim et al. (2015) confirmed the enhancing effect of 
hybrid entrepreneurship on entrepreneurial performance in their study of leisure based founders. 
Accordingly, prior studies have investigated the hybrid nature of entrepreneurship after the start-up 
decision has been made. We extend this important knowledge ignoring by illuminating the process 
before the start-up decision, i.e., during the process of considering various career options (Sieger & 
Monsen, 2015). Hence, our study contributes to the literature on hybrid entrepreneurship by showing 
how the long and complicated start-up process towards a decision to start (e.g. Carter et al., 1996; 
Davidsson, 2006; Gartner & Shaver, 2012) is highly influenced and impacted by dual considerations of 
employment. We theorize and empirically show that the hybrid nature of entrepreneurship restricts 
entrepreneurship before the start-up – which is opposite to what was expected, theorized and found 
after the start-up decision in prior studies (Raffiee & Feng 2014, Kim et al., 2015). Thus, what seems to 
be productive in the later stage of entrepreneurship may initially function as a challenge. Yet, once this 
challenge has been mastered, the dual nature changes from being a restriction to an advantage.  


Implication for research and practice 
Our study has several implications for future research. First, our theorizing of consideration sets and 
opportunity costs impact the way we should look at nascent entrepreneurial decision-making – not as a 
static single decision but as a dynamic and two-staged process.  


It further underlines the importance of regarding hybrid entrepreneurship (Folta et al., 2010; 
Raffiee & Feng 2014) as a more realistic way of nascent entrepreneurship. In particular, we emphasize 
the importance of distinguishing between the consequences of the hybrid nature before and after the 
start-up decision has been taken as this distinction results in opposite effects regarding the startup 
performance. Third, our study also makes it obvious that a careful consideration of comparison groups, 
or control groups, is important to understand the process of nascent entrepreneurship. Although prior 
studies apply a variety of comparisons groups, the consequences of those design choices are rarely 
discussed.  
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Figure 1: Two Stage Model of Nascent Entrepreneurial Decision-Making and Performance 


 







Table 1: 
Sample Description on Various Types of Career Changers 


 


Stage 1 


In the process of starting a business?  


Yes 
Nascent Entrepreneur 


No 


In the process of looking for a new job?  


Yes 
Hybrid Searcher 


No 
Nascent Entrepreneur 


Yes  
Job seeker 


 
Employed 


 


 
Yes 


Employed  
Hybrid Searcher 


Hybrid  
Nascent Entrepreneur 


 
 


Stage 2  
No 


Unemployed 
Hybrid Searcher 


Pure 
Nascent Entrepreneur 


  







 


Table 2: Multinomial regression: Consideration Set Formation 
 Nascent entrepreneur vs. 


Job seeker 
Hybrid searchers 


vs. Job seeker 
Nascent entrepreneur vs. 


Hybrid searchers 
 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 


Gender .64*** .42* .45* .28 .19 .14 
Age .02* -.00 .00 -.02ƚ .02* .02 
Household income .37*** .28** .25* .16 .12 .12 
Employed 2.13*** 1.88*** .23 .03 1.91*** 1.85*** 
Education .19* .17ƚ .33** .31** -.14 -.14 
Entrepreneurial task-related HC:       
Startup experience  2.03***  1.42***  .61** 
Employment task-related HC:       
Middle management experience  .48**  .65*  .21 
Top management experience  .14  .69**  -.51* 
       
N respondent 909 909 909 909 909 909 
Pseudo R-Square .21 .31 .21 .31 .21 .31 
Change Pseudo R-Square  .10  .10  .10 


Notes: ƚ p > 0.1; * p > 0.05; ** p>0.01; *** p>0.001 
 


Table 3: Multinomial regression: Nascent Entrepreneurial Performance 
 Started vs. Disengaged Started vs. Still trying
 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
Gender .21 .11 .08 .08 -.14 -.19 -.20 -.19 
Age .02ƚ .01 .01 .01 .01 -.00 -.00 .00 
Household income .30* .26ƚ .20 .20 .26* .25* .21 .20 
Years in process -1.04*** -.71* -.75* -.74* -1.35*** -1.07*** -1.06*** -1.05*** 
         
Entrepreneurial task-related HC:         
Startup experience  1.51*** 1.38*** 1.38***  1.09*** 1.02*** 1.03*** 
Employment task-related HC:         
Middle management experience  -.27 -.20 -.22  -.36ƚ -.37ƚ -.39ƚ 
Top management experience  -.05 .11 .11  -.08 -.02 -.02 
Non-task related HC         
Education level  .24* .30* .31*  .17 .20ƚ .21ƚ 
         
Hybrids:         
Hybrid nascent entrepreneurs (employed)   .95* 1.37*   .99* 1.45* 
Hybrid searchers   -1.64*** -1.78***   -.67* -.86* 
Hybrid searcher * Employment    1.01    1.20 
         
N respondent 396 396 396 396 396 396 396 396 
Pseudo R-Square .14 .23 .30 .30 .14 .23 .30 .30 
Change Pseudo R-Square  .09 .07 .0  .09 .07 .0 
Notes: ƚ p > 0.1; * p > 0.05; ** p>0.01; *** p>0.001 








 


Designing the Measures of Entrepreneurial Ecosystems  


 


Abstract 


Many authors have attempted to draw together a perspective on entrepreneurship that 
captures the influences of the environment. However, the description of the relationships 
between the entrepreneur, their firms and the broader environment or ecosystem, has varied 
among theorists. Based on the variations in viewpoint, this paper examines the aspect of 
entrepreneurial ecosystem measurement and stops to ask who makes use of the measures and 
why is it important for them to measure the entrepreneurial ecosystem? The contribution of 
this paper is to illustrate a holistic view of an entrepreneurial ecosystem for measurement 
purposes, and focus on the variations in measurement based on our international comparative 
perspectives from the USA, Australia, France and Japan. 


1． Introduction 


The description of the relationships between the entrepreneur, their firms and the broader 
environment or ecosystem, has varied among theorists. For instance, substantivists have 
viewed opportunity as the symbolic interaction between entrepreneurs and their environment 
(Dimov 2011) while others suggest that an ecosystem reflects the interactions and 
interdependencies mapped as industry value chains (Adner and Kapoor 2010). By introducing 
a systems perspective into the study of entrepreneurship, the notion of an entrepreneurial 
ecosystem acknowledges that entrepreneurship does not start and stop with the actions of an 
entrepreneur or their firm but instead it includes the supporting elements, multiple sectors and 
actors working together to create a supportive environment for entrepreneurship to thrive 
(Nadgrodkiewicz 2013). 


Entrepreneurial ecosystem is a rather new notion, mostly developed in the U.S. literature by 
groups concerned with industrial organization, innovation systems, clusters and industrial 
districts. What is relatively new is the focus on the entrepreneur and more systematically 
investigating their relationship to the environment. Many metrics have been used to study the 
entrepreneurial system at both the micro and macro levels (Kassicieh 2010) but we need to 
understand the system beyond these metrics. An emerging definition of an entrepreneurial 
ecosystem has been about describing a system whereby entrepreneurship does not start and 
stop with the actions of an entrepreneur or their firm but instead it includes the supporting 
elements, multiple sectors and actors working together to create a supportive environment for 
entrepreneurship to thrive (Nadgrodkiewicz 2013).  


As can be seen in this paper, there is no unified definition of an entrepreneurial ecosystem. 
Each stakeholder, from scholars to universities and from government bodies to industry, 
insist on their preferred set of criteria. In addition, no definition fits all contexts. The 
definition may differ between developed and developing economies and/or the types of 
opportunities sought by companies in different types of countries.  The role and style of 
public bodies are also different. Add to that the element of culture and you can see the 
difficulty in developing common agreement about what constitutes an ecosystem, its 
behavior, its metrics and its effect on entrepreneurial activities.  


Because of the multivariate dimensions outlined in the literature, there is no unified 
comprehensive measurement framework for entrepreneurial ecosystems. Different groups 
have defined their own metrics to evaluate public policies geared to help entrepreneurial 







 


activities (see ANDE 2013). However, we still lack a better understanding of some 
dimensions, such as the types and results of interconnections among firms and with 
institutional networks. Our goal in this paper is to contribute to an updated, comprehensive 
and dynamic measurement framework of entrepreneurial ecosystems in order to better define 
the nature, dynamics and mechanisms of entrepreneurial ecosystems across countries and 
time.  


To illustrate the complications in modelling and therefore measuring an entrepreneurial 
ecosystem Figure 1.0 is representative of an entrepreneurial ecosystem ‘space’ and the actors 
and perspectives that occupy it. The figure illustrates some of the various actors and the 
tensions among the dimensions that may be of interest to any one group. 


 


 


 


Given these variations and limitations, this paper seeks to ask three important questions that 
underpin the rationale of entrepreneurial ecosystem measurement:  


1. Why measure entrepreneurial ecosystems? 
2. Who needs these measures? And 
3. What is measured?  


The structure of this paper is as follows. In section 2, we commence our review of the 
literature from the perspective of our three questions starting with why measureas an 


Government


University


Individual


Industry


Investors


Figure 1: An illustrative model of an entrepreneurial ecosystem







 


entrepreneurial ecosystem. In section 3 we grapple with the stakeholder perspectives more 
particularly responding to who needs a measure of an entrepreneurial ecosystem? Section 4 
looks particularly at the different approaches to measurement to expose the array of different 
means. Section 5 attempts to synthesise this variation between purposes, stakeholders and 
approaches to articulate the different vantage points that can be used to build a measurement 
system. Section 6 proposes a different approach to measurement that highlights the multi-
level analysis structure. Our conclusion in section 7 describes the steps required to specify a 
measurement system of an entrepreneurial ecosystem. In section 8 we briefly touch on the 
limitations of this paper and provide suggestions for future research. 


2． WHY measure?  


Entrepreneurship research has identified that the process of entrepreneurship is centrally 
concerned with opportunity, its recognition, discovery and/or creation of a new venture. 
(Alvarez and Barney 2004; Schendel and Hitt 2007; Shane and Venkataraman 2000). The 
importance of the connections and interdependencies between firms, large and small, nascent 
and established, as well as within institutional networks in delimited geographical spaces has 
been highlighted to explain either the process of innovation or firm growth (Becattini 1990; 
Porter 1998; Carlsson et al. 2002). Despite mixed results when examining the extent to which 
entrepreneurship relates to various outcomes, it is generally considered that entrepreneurship 
influences employment, innovation, productivity and economic utility (wealth distribution) 
(van Praag and Versloot 2007) within a nation, state or region. In this context, the 
spontaneous, trading-based nature of an entrepreneurial ecosystem as well as the role of 
voluntarist policy action has also been debated as to the extent of their influencing power 
(Porter 1998; Feldman et al 2005; Chabaud 2009). 


It is claimed that Governments can influence either positively or negatively entrepreneurial 
activity (Minniti 2008), and the same is true of other regulations, policies and assistance 
schemes designed for selected industries. Despite mixed views, from the 1990s Porter's 
(1998) claim of a role for Governments in achieving a nation's competitive advantage became 
a mantra to many policy-makers in search of new tools to foster economic development 
(Menu 2011). In Europe, the cluster model has become a reference in all the 28 Member 
states with more than 2000 clusters (European Commission 2013). For instance, the mission 
of the French competitiveness clusters has been to bring firms and research centers together, 
generate synergies around R&D and stimulate collaborative innovative projects; more 
generally to promote an environment favorable to innovation and growth.  


However, it can also be argued that positive outcomes at best happen randomly, or more 
precisely, because of a specific configuration of actors, institutions, and events. From this 
view point, attempting to orchestrate innovation and entrepreneurial outcomes leads 
potentially to the “garbage can model” of organization (Cohen, March and Olsen 1972). As a 
result, quantitative data collection can at best only provide a picture of the potential favorable 
conditions for entrepreneurship to develop, but not an analysis of the actual mechanisms 
through which an entrepreneur might be influenced (and possibly helped) by the ecosystem 
(s)he is in. This can only be done through a combination of qualitative case-study analysis 
and quantitative data. 


Assuming a positive influence of increased entrepreneurial activity and therefore ignoring the 
outcome effect, Stangler and Bell-Masterson (2015) suggest that an entrepreneurial 
ecosystem measure should aid in assessing the vibrancy of an entrepreneurial ecosystem. 
They argue a major contributor to new firm creation is vibrancy of the entrepreneurial 
community and consequently to ensure increased levels of entrepreneurial activity they have 







 


proposed the need to measure entrepreneurial ecosystems based upon an innovative 
compilation of the many studies mainly done in the U.S. context. 


By contrast, a resource based approach addresses the positive link that has been found 
between entrepreneurial munificence (the availability of assistance and support services that 
facilitate the start-up process) and entrepreneurial alertness (the propensity of a population of 
entrepreneurs to spot opportunities), particularly where self-efficacy of the entrepreneur is 
high (Tang 2008). In a similar vein, a recent study by O’Connor and Reed (2015) involved 
researching what the entrepreneurs themselves seek from their environment in terms of 
support as their businesses progress from an idea to the point of exit. The study examined the 
relevance and attraction to various support groups, activities and programs. In concluding 
their findings, they suggest that an evaluation of an entrepreneurial ecosystem should address 
such factors as relevance, accessibility, strength, continuity and socioeconomic 
responsiveness. Therefore another reason for entrepreneurial ecosystem measurement is to 
account for the extent to which entrepreneurs have access to information, expertise, funding 
and soft resources that facilitate the start-up process. 


We are interested in defining a set of indicators that can be reproduced in various contexts on 
the ways an ecosystem works and impacts entrepreneurship and consequently outcomes 
within a geographically defined area. Neither the literature on clusters, industrial districts or 
on national or regional innovation systems provide us with hypotheses to be tested. For 
instance, the cluster literature has evaluated the benefits of inter-firm cooperation in absolute 
terms, but not by comparing with other modes of integration (Pitelis 2012) or by trying to 
understand the modalities under which performance is met (Ehlinger et al. 2007). Neither 
entrepreneurial activity measures at the level of firm creation, innovation measures focused 
on the firm (e.g., OECD 2007), nor the macro-level determinants (e.g., Global 
Competitiveness Report 2015) are sufficient to complete the picture we need to define the 
performance of an entrepreneurial ecosystem in holistic terms. 


3． WHO needs these measures?  


Stakeholders of an entrepreneurial ecosystem include latent, nascent and active entrepreneurs, 
firms, venture capitalists, business angels, banks, universities, public sector agencies and 
financial bodies to name a few (Mason and Brown 2014). Notably it is argued that no 
individual actor, organization or agency has a complete or full knowledge of the ecosystem 
(Peltoneimi 2006). Every actor, regardless of type or form, is embedded within the ecosystem 
and cannot step outside of it to obtain an all-encompassing perspective and hence they cannot 
necessarily possess full and complete information. Therefore, different stakeholders hold 
different views about what constitutes and makes an entrepreneurial ecosystem system work 
(Autio et al. 2014). These differing views may, for instance, be inspired by micro or macro 
perspectives, each of which perceive and hold interest in different inputs and outputs 
(Fuerlinger et al. 2015; Peltoneimi 2006; O’Connor and Roos 2015). 


The measurement of regional ecosystems' performance ("scoreboard") has become a key 
priority for the European Commission1 and is part of the evaluation of cluster policies. The 
goal is to advise policy-makers in EU member states on how best to drive the development of 
regional ecosystems. The purpose is to analyze the framework conditions for clusters by 
assessing innovation, entrepreneurship and clusters through indicators in more than 270 
administrative regions and 80 industries or sectors. However, entrepreneurship comes second 


                                                            
1 Information accessed 2 July 2015 (http://ec.europa.eu/growth/smes/cluster/observatory/cluster‐mapping‐
services/regional‐ecosystem‐scoreboard/index_en.htm) 







 


in this analysis as the first goal is directed towards understanding the grounds for emerging 
industries (European Commission 2014). 


Cluster analysis assumes a systemic link between the economic performance of specific 
regions and that of the nation that hosts those regions. The fundamental cluster theory 
includes four components (resource factors, demand factors, firm behavior and 
related/supporting industries) and two influencing factors: government and chance (Porter 
1990). Focusing on systems of entrepreneurship however include more explicitly the 
individual level of analysis as well as firm and country level factors and indicators (Acs, 
Autio and Szerb 2014). The competitiveness of a nation, state or region perhaps may be best 
summed up as being dependent on the type of factor and resource conditions, the 
organization and structure of its current and historical firm competitiveness framework, and 
the human factors that underpin change and development (Audretsch 2015). 


From the perspective of performance within a region, many stakeholders (scholars, policy-
makers, industry, investors and entrepreneurs) may hold an interest in the measures of an 
entrepreneurial ecosystem. As Governments have been increasingly placing entrepreneurs at 
the center of economic growth (Acs, Storey 2004; Audretsch et al. 2007), they have been 
thought to be able to influence positively or negatively entrepreneurial activity (Minniti 2008) 
through regulations, policies and assistance schemes for selected industries that impact the 
development of an entrepreneurial ecosystem. Today, mainly public organizations produce 
the data measuring entrepreneurial ecosystems and the goal in these cases is to assess and 
guide public policies & programs.  


However, we face two possible directions in assessing the relevance and added-value of 
public data collection and hence the role of government bodies: either we consider 
Government as being one of the stakeholders among others (and therefore evaluate the role 
and difference with other stakeholders), or we investigate the strategies put in place, 
governance tools, implementation of programs and so forth, and see whether it has enabled 
“windows of opportunity” in the ecosystem. 


From this brief overview it can be seen that the primary interest in measuring an 
entrepreneurial ecosystem appears to be related specifically to the issues of national or 
regional competitiveness. The importance of entrepreneurial ecosystem measurement will 
tend to relate directly to the importance of improving national/regional competitiveness 
through stimulus, support and/or structural change interventions. Measuring the ecosystem 
harks back to the adage ‘what gets measured gets managed’ and this introduces our next area 
of enquiry that seeks to determine what measures within an entrepreneurial ecosystem are 
being used. This next question is important as it is key to understanding what is relevant to 
those who seek to manage an entrepreneurial ecosystem. 


4． WHAT is measured?  


In many situations, we tend to use publicly available data rather than data that are specifically 
collected for the purposes of measuring an entrepreneurial ecosystem; although, groups such 
as GEM and the Competitiveness Forum have collected data more specifically to support 
measurement in this area. However, these approaches might not explain the different patterns 
of success of, for example, Silicon Valley as opposed to Boston’s route 128. Each region may 
score differently on these conditions and have come to their position from a different 
perspective as explained by the variance of inputs such as the intentions and network 
capabilities of firm managers (Saxenian 1994). The nuances in measuring entrepreneurship 
have not been fine-tuned.  







 


Today, as reviewed in the ANDE report (2013), there are generally four categories of data 
collection that are used to assess an entrepreneurial ecosystem. These are: 


‐ Entrepreneurship determinants (e.g. education, aspirations, venture capital, support 
programs) 


‐ Entrepreneurial performance (e.g., business creation rate, number of businesses, 
particularly high-growth firms, employment rate, survival rate, death rate) 


‐ Impact on growth and jobs 


‐ Evaluation of programs (focus groups on awareness, use, relevance).  


Many proposed metrics combine several dimensions at both the micro and macro level in 
studying an entrepreneurial ecosystem. However, factors that contribute to ecosystems can 
also include industrial cluster policies, support activities, R&D Collaboration (Danish agency 
for Science, Technology and Innovation 2014), productivity (Duranton et al 2008), growth, 
business creation and many more. Evaluation of innovation systems has tended to focus on 
the macro level only by examining factors such as infrastructure, policy, education, R&D 
expenses, etc. For instance the Global Competitiveness Report (2015) lists many pillars that 
indicate the competitiveness profile of a country and these include: 


1. Institutions 


2. Infrastructure 


3. Macroeconomic environment 


4. Health and primary education 


5. Higher education and training 


6. Goods market efficiency 


7. Labor market efficiency 


8. Financial market development 


9. Technological readiness 


10. Market size 


11. Business sophistication 


12. Innovation 


Carlsson et al (2002) more specifically examined an innovation system and concluded that 
the performance measurement of the system would need to accommodate such measures as: 


1. Indicators of the generation of knowledge including: the number of patents; the 
number of engineers or scientists; the mobility of professionals; the technological 
diversity or the number of different technological fields represented in the system 


2. Indicators of the diffusion of knowledge including: timing/the stage of development; 
regulatory acceptance; number of partners/number of distribution licences 


3. Indicators of the use of knowledge including: employment; growth; turnover; 
financial assets 


The measurement of innovation systems can be contrasted with the elements defined as those 
comprising an entrepreneurial ecosystem. Isenberg (2010) has described the elements of an 
entrepreneurial ecosystem by classifying them into six main categories; 







 


1. A conducive culture 


2. Enabling policies and leadership 


3. Availability of appropriate finance 


4. Quality human capital 


5. Venture friendly markets for products and services; and 


6. A range of institutional and infrastructure support. 


The O’Connor and Reed (2015) study of Adelaide’s (Australia) entrepreneurial ecosystem 
examined the relevance and attraction to various support groups, activities and programs such 
as: 


1. Networking and Start-up Events  


2. Formal Education  


3. Industry Education  


4. Co-working Spaces  


5. Incubators & Accelerators  


6. Advisory Services  


7. Government Assistance  


8. Investors 


Stangler and Bell-Masterson’s (2015) measurement of vibrancy revolves around four 
dimensions: 


1. Density: New and young firms per 1,000 people; share of employment in new and 
young firms and sector density, especially high tech. 


2. Fluidity: population flux, labor market reallocation and high-growth firms  


3. Connectivity: program connectivity, spinoff rate and dealmaker networks 


4. Diversity: multiple economic specializations, mobility and immigrant populations. 


Alvarez, Coduras & Ruiz-Navarro (2011) further argue that institutional elements of an 
ecosystem are integral mediators of entrepreneurial success that change from place to place 
and from time to time. 


The implications of these various perceptions of entrepreneurship and the intention to emerge 
innovation is that to obtain the best economic development outcomes from an entrepreneurial 
ecosystem there is a need to understand the performance of the elements of the system and its 
relationship to the performance of the system as a whole (Carlsson et al. 2002). In essence 
there are differences between the elements of any entrepreneurial ecosystem due to issues 
such as: 


 types of opportunities sought by companies are different within and across places; 


 role (and style) of public bodies might not be seen in the same way across places, and 
more generally culture matters; 


 networks might not produce the same results across places and according to the types 
of networks 







 


 inputs might vary from one place to another – organic assets for innovation have been 
of central interest in the industrial district literature for instance; 


 Finally, what makes an entrepreneurial ecosystem seen as effective might be different 
from one place to another.  For example, in one region, job creation might be the 
objective whereas in others business growth might be the central theme, etc. 


Several areas of interest are missing.  These include: 


 Data collection on the mechanisms between entrepreneurial action and the 
environment (social context of entrepreneurship) 


 Comparable indicators through places and time 


 An analysis of the available public data that is not specifically dealing with policy 
guidance 


5． Defining the Variation within Entrepreneurial Ecosystem Measurement 


To better define what an ecosystem is, what the conditions are and the ways that enable 
entrepreneurship to thrive need for more explicitness in an updated, comprehensive and 
dynamic measurement framework. However, several limitations exist with our current 
understanding of the interactions within an entrepreneurial ecosystem. Do direct factors such 
as availability of financing or other forms of governmental support matter?  Do factors such 
as the sense of belonging to the place, the presence of an entrepreneurial culture or the 
considerations by entrepreneurs of corporate social responsibility affect the ecosystem? Do 
issues such as diversity in its many forms (gender, age, national origin/culture, etc.) influence 
the number of startups in a region?  Another major factor is the availability of data from 
different countries and regions and whether they have been collected in the same way and 
whether the categorization is the same across countries (for instance in France, ethnic 
background data cannot be collected). 


Providing legitimacy for an entrepreneurship ecosystem definition encounters the problem of 
navigating multiple and varied perspectives. Synthesising much of the literature above 
suggests that these perspectives can be defined using many vantage points such as shown in 
the table below:  


Table 1: Multiple perspectives of an entrepreneurial ecosystem 


Perspectives Examples 


Actor types, 
characteristics and 
frequency 


Latent, nascent and active entrepreneurs, firms, venture capitalists, business 
angels, banks, universities, public sector agencies and financial bodies 


Objectives Productivity, employment, regional or industry development, social equity 
and justice, or economic growth 


Geographic 
Boundaries 


Local (a city or sub-state region), national (a country or nation state) or 
international regions (e.g. the Eurozone, Asia-Pacific or South-America) 


Industry Boundaries Specific sectors, multiple sectors, social and professional networks 


Resources Tangible and intangible product/service inputs and entrepreneurial 
munificence factors 


Market 
Opportunities 


Local, inter-regional, interstate or international 







 


Types of 
entrepreneurship 


Self-employment, ambitious, high-growth and innovative ventures, social 
entrepreneurship and corporate entrepreneurship 


Temporal Dynamics Opportunity and career conception, Start-up, Survival, Growth and 
Expansion, Exit 


 


To illustrate the problem of proposing a measurement schema for the dynamics of 
entrepreneurial ecosystems, we can review Stangler and Bell-Masterson’s (2015) proposed 
measurement framework that includes indicators of density, fluidity, connectivity and 
diversity. 


This particular measurement schema follows the logic that more new venturing activity of a 
diverse nature occurring within a tight network of supporting infrastructures that allows 
resources to move easily between firms will ultimately be beneficial. However, what if 
excessive new venture activity (sometimes driven by policy incentives) prevents development 
of a critical mass of any particular industry, creating a region of disparate ventures devoid of 
economies of scale and producing locally traded and low value-added products and services? 
What happens when a tight network of supportive infrastructure becomes an ‘exclusive club’ 
that resists or repels non-conforming ideas and ventures? What will transpire when resources 
move so freely among a community that competition for resources breaks down and, for 
instance, ventures, regardless of merit or potential, are equally funded? And, to whom will 
any of this be beneficial? Finally, can we assume that the smaller the number of support 
programs, the more the entrepreneur’s ability to network, is valid whatever the context, as 
Stangler and Bell-Masterson (2015) do? It would seem that definitions that fail to take into 
account the context and particular objectives relevant to that context could focus on new 
venture creation that may risk not responding to the intent, foresight and/governance that 
overlays a socioeconomic development agenda. 


It is apparent that we still lack a solid understanding of some dimensions, such as the types 
and results of interconnections among firms and with institutional networks. Our goal in this 
paper is to contribute to an updated, comprehensive and dynamic measurement decision 
framework of entrepreneurial ecosystems that will accommodate the variations in nature, 
dynamics and mechanisms of entrepreneurial ecosystems that vary across location and time. 


6． A new measurement design model for entrepreneurial ecosystems  


One way that we can examine the ecosystem is to examine it as a system with three levels. 
The first level is that of the individual entrepreneurs and their networks where the main 
interest seems to be munificence but it has all of its characteristics, objectives, boundaries, 
industries, resources, markets, types of actors and dynamics. The ‘environment’ is 
sufficiently strong with abundant supply of the various types of resources needed to get a 
venture started and growing. 


Another part of the system is a network of firms that use the system to gain and exploit some 
form of competitive advantage by leveraging their supplier and customer networks, their 
links to supply chains and cluster advantages. 


At the regional/governmental level, the network has the same descriptors but the focus is to 
support individual entrepreneurs and firms (and their networks) to shift toward the 
structurally related institutional strengths that support the aspects of munificence and supply 
chains by providing support and environment to the individuals and the firms. 







 


Each of these networks share in the eight perspective measurement factors within their own 
space but interact with the other two actors in a two-way interaction and sometimes in a three 
way interaction due to effects such as the triple helix (Etzkowitz and Leydesdorff 1997; 
2000) and various aspects of finance, culture, resources etc. (refer Isenberg, 2010, for a 
comprehensive list).  


 


 


Figure 2 An integrated model for designing entrepreneurial ecosystem measurement   


 


These three systems interact but the parameters in each also interact to determine 
performance of the system as seen in the figure below 







 


 


Figure 3 An exploded view of the entrepreneurial ecosystem measurement model 


 


 


7． Conclusion: Designing an entrepreneurial ecosystem measurement 


The approach we use to define the ecosystem highlights three inter-related dimensions. Each 
dimension reflects in real time an independent perspective of an entrepreneurial ecosystem. 
However, when approaching the task of measurement each dimension influences the other 
and as such is responsible for specifying the observable parameters that contribute to the 
dimension in question. From the perspective of designing measurement, a hierarchy will exist 
between these dimensions. We contend that there are three specific dimensions involved in 
designing an objective based measurement system for an entrepreneurial ecosystem. These 
are: 







 


1. The objective of measurement, 
2. The focal entrepreneurial processes and boundaries that support the objective, and 
3. Data availability to measure the objective entrepreneurial process or processes within 


the specified boundary. 


The overall model for developing the entrepreneurial ecosystem measurement schema is 
illustrated in four steps below and each step will be explicitly discussed in the following 
sections. 


 
Figure 4 The steps to entrepreneurial ecosystem measurement design 


 


Our alternative approach seeks to define, not what an ecosystem is, but what the ranges of 
elements are that could contribute to the construction of a measurement schema for a 
particular entrepreneurial ecosystem. To commence this task, the first step must account for 
the variation that comes from foresight, intent and technological change. In other words, it is 
necessary to define who the actors are that define the perspective that is to be adopted. How 
does this group of actors define the objective for an entrepreneurial ecosystem? What is it 
that the stakeholders seek from their entrepreneurial ecosystem? 


The next task is to define the boundaries and the entrepreneurial processes of an 
entrepreneurial ecosystem that are reasoned to believe will lead to the specific objectives 
defined by the relevant stakeholder. For instance if employment is the objective then focusing 
on creating diverse ventures that at least satisfy self-employment and at best become small 
enterprises with some that may move into high growth strategies would suggest a particular 
set of activities and measures of an entrepreneurial ecosystem. The boundaries become 
limited to the geographic area in which employment is of concern and in turn, the boundaries 
and particular activities that respond to the objectives define the measures or indicators that 
would reveal progress or otherwise. By contrast if economic development is the objective 
then a tighter focus would be needed around diversifying the industrial strengths of a region 
and stimulating ventures from new knowledge fields as may arise from the university or 
research sectors. Of course this strategy would work best in a more populated area served by 
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strong established industries and research capacities but less well if the region is remote or 
isolated with fragmented and poorer industries with little or no research resources at their 
disposal. Either way, a measurement schema would need to account for the objectives and the 
resources available to entrepreneurs including issues of market access. 


The third step involves acquiring the data that relates to the particular objectives, 
entrepreneurial processes and boundaries. For an employment objective clearly the rate of 
unemployment would be an important indicator. But others would also be indicators of the 
entrepreneurial ecosystem performance. For instance measures of broad based environmental 
munificence to support new venturing, cultural measures to reflect behaviours and attitudes to 
entrepreneurial activity, start-up business rates (entries and exits or churn) to name a few. If 
on the other hand the economic development case was the primary objective, measures of 
innovation become important such as patent rates, new venture funding for higher risk 
ventures, new firm spin-offs and spin-outs, business incubators and technology parks also 
may be indicators of the entrepreneurial ecosystem performance. 


The fourth step of the process simplify seeks to verify that the data does offer valid metrics of 
the entrepreneurial ecosystem performance. At this step the goal is to match the map of the 
entrepreneurial ecosystem that reflects the stated objective to the specifically identified 
dependencies and interdependencies, feed-back loops and leading measures to ensure the 
performance is tracking the desired result. If not additional measures may be needed or at 
least allowances need to be made to accommodate the variance in the system that may not be 
accounted for by the available metrics.    


8． Future direction 


Each one of the areas listed above in the why, who and what sections require further 
examination separately and in connection to each other.  The intent here is to create a 
taxonomy that enables us to understand these issues separately and collectively and how they 
can enhance the entrepreneurial ecosystem and its resulting effects.   
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Role Overload, Development of Obsessive Passion, and Moderating Effects of Goals: A 
Note on Early Stage Founders at Pitching Events   
 
 
Abstract 
The present study examines how the obsessive element of passion emerges and develops in early 
stage founders. This research proposes that the obsessive component of passion may evolve in 
relatively short timespans. We develop a framework emphasizing the role that stressed 
cognitions and limited cognitive processing plays in entrepreneurs pursuing early goals in 
venturing. We advance the notion that role overload as a stressor activates the obsessive element 
of passion and examine how different types of goals—degree of goal challenge and self-
concordant goals—moderate the effect of role overload on obsessive passion. The present 
research draws on a two-wave, longitudinal survey of early stage founders involved in pitching 
events to show that stress in the form of role overload leads to a significant increase in obsessive 
passion. Furthermore, our findings reveal that the positive effect of role overloaded increases 
when coupled with challenging and self-concordant goals. The present study contributes to a 
better understanding of how obsessive passion emerges in entrepreneurs and suggests that 
obsessive passion is a naturally evolving mechanism to cope with high overload and important 
goals during the early stages of entrepreneurial pursuits. 
 
1. Introduction 
Passion has been coined as a phenomenon essential for individuals to persist in the intense, risky, 
and stressful pursuit of entrepreneurship. Furthermore, it is celebrated as the force that pushes 
venturing efforts forward and calls for commitment despite potential failure (for example 
 Baum and Locke 2004; Bird 1988; Cardon, Wincent, Singh, and Drnovsek 2009; Smilor 1997; 
Vallerand 2008). And yet, it has been discussed that when the same feeling of passion turns 
obsessive, it brings about negative outcomes such as negative affect and reduced well-being, 
burnout symptoms, conflict with personal life, biased decision-making, and dysfunctional efforts 
to move forward with an idea or proposal despite negative feedback (for example Ho, Wong, and 
Lee 2011; Philippe, Vallerand, Houlfort, Lavigne, and Donahue 2010; Vallerand et al. 2008a; 
Vallerand et al. 2003). Until now, developing the potential negative “obsessive” side of passion 
has not been the focus of research despite its importance for understanding a potential 
psychological price of entrepreneurship on the individual. Therefore, in the present study we 
focus on the obsessive side of passion and elaborate on a framework to clarify its early 
development. Drawing on the literature of cognitive information processing (Lord and Mahler 
1990; Newel and Simon 1972), we concentrate on early stage founders and suggest that role 
overload fosters the development of obsessive passion. We posit that the obsessive element of 
passion develops as a natural mechanism of coping with role overload and pursuing ambitious 
goals typical of the new venturing process and that obsessive passion resembles a state of 
addiction triggered by the increase in self-worth conferred by the state of busyness/ role overload 
(Brown 2010; Deci and Ryan 2000). Our model acknowledges the role goals have in this process 
and suggests that goals with a heavier cognitive load, such as more challenging and more self-
concordant goals, moderate the influence of role overload on developing obsessive passion. 


We test our hypotheses on a sample of early stage, novice founders using a two-wave, 
longitudinal approach to investigate the emergence of obsessive passion. Empirically, we 
captured the early stage entrepreneurs at a pitching event and followed them during and after the 







 
 


event. Collecting data from a relatively short time span allowed us to draw causal relations and 
investigate our short-term framework on developing the obsessive element of passion. We 
believe this enabled us to explore one possible root of passion development; that is, stressed 
cognitions and limited cognitive processing in the early phases of pursuing goals in order to 
establish a venture may form a basis for developing obsessive passion.  
 
2. Background and Hypothesis Development 
2.1 Information Processing and Role Overload of Early Stage Founders 
Basic research on human cognition suggests that our capacity to select and process information 
about the world around us is severely limited and can be exceeded readily (Cyert and March 
1963; Hayek 1946; Kruglanski 1989; Simon 1986). Researchers have shown that people can 
work within a very limited conceptualization of problems and consider only a few of all possible 
alternatives to those problems (Lord and Mahler 1990). This occurs because processing 
information with limited capacity induces simplified knowledge structures and cognitive 
heuristics (Tversky and Kahneman 1973). Thereafter, new information is filtered through logics 
established from personal desires or previous success; indeed, this plays an important role in 
reducing information-processing demands. Using these cognitive simplification mechanisms 
does not always lead to errors in judgment, but they can lead to predictable biases in responses 
(Lord and Mahler 1990). 
Entrepreneurs with more developed ventures are thought to prevail in the face such bounded 
rationality (Mitchell 1994). Experience with their current venture supplements the simplified 
means of processing information by the existing knowledge structures of their particular venture 
domain. Not only does more experience with the venture provide more meaningful schemas for 
probation cases (Chi, Glaser, and Rees 1982), but an entrepreneur with a developed venture 
beyond the earliest founding stage also has less biased recall of relevant information and is in a 
better position to focus on inconsistencies in stimuli than entrepreneurs in the earliest founding 
stage (Fiske, Kinder and Larter 1983). Early stage, novice entrepreneurs like those studied in the 
present research lack the expertise and grounded knowledge schemas typical of entrepreneurs 
that are up-and-running their ventures. As such, early stage entrepreneurs are more prone to 
errors in information processing and interpretations caused by a multitude of stimuli and 
information from their surroundings. As discussed in previous research, the high stress levels of 
the perceived environment in which early entrepreneurs operate limit their cognitive capacity 
even further (Baron 1998). Early stage entrepreneurs act under high-pressure conditions while 
trying to accumulate start-up resources and improve their business model. Founding a venture is 
characterized by numerous commitments, deadlines, time pressures and pressured evaluations 
such that early stage entrepreneurs often find themselves in situations that can readily overload 
their information-processing capacity. They have many different tasks, and the high majority of 
them are stressful; for example, presentations to highly critical audiences, approaching potential 
customers and partners, and selling a prototype product (Beehr, Bowling, and Bennett 2010; 
Kahn, Wolfe, and Quinn 1964). In these efforts to launch and develop new ventures, early stage 
entrepreneurs face a daunting array of potential stressors, one of the most important being 
intense workloads or what has been termed “role overload” (Wincent and Örtqvist 2009). 
Role overload is a stressor representing the degree to which persons are overtaxed cognitively as 
a result of being under time pressure and having too many commitments and responsibilities 
relative to available capabilities and resources (Reilly 1982). It refers to individuals’ perception 







 
 


that they have more demands than can be managed within a given time period and to the 
simultaneously experienced stress (Kahn 1978; Pines and Maslach 1978).  
 
2.2 Role Overload and Developing Obsessive Passion 
Because role overload influences entrepreneurs’ information processing abilities in relation to 
their venture, there are reasons to believe it also plays a relevant role in explaining the 
development of obsessive passion. When overloaded, which is likely in the early founding stage, 
entrepreneurs’ cognitive processing of surrounding stimuli is compressed. This leads to selective 
attendance to information, one-sided processing of information, as well as reduced attention and 
working memory (Gilbert 1989; Stangor and Ruble 1989). Subjected to these conditions, the 
entrepreneurs’ field of vision is narrowed, and their appraisals turn more black and white, more 
definite and less tentative. In essence, they create a “rosy,” over-simplified view of reality 
(Kahneman and Lovallo 1994). The growth of the obsessive component of passion is likely to 
have its origin in this biased information processing. Entrepreneurs, like all individuals, will seek 
coherence in information processing, even while being overloaded. As is known from 
experimental research, individuals assess contextual stimuli around them in a way that is 
congruent with their desired states and tend to seek supporting evidence for their views, rather 
than discounting evidence (Gilbert and Hixon 1991; Gollwitzer and Moskowitz 1996; Russo and 
Schoemaker 1992). This means entrepreneurs will have an implicit ambition to strive for 
coherence through assimilating information that matches prior beliefs and desires. Moreover, 
they will tend not to revise their initial estimate after receiving new data due to initial 
overconfidence (Busenitz and Barney 1997). Overload will thus lead to coherence through using 
as little processing effort as necessary, to the exclusive evaluation of information that supports 
own beliefs (Allport 1954).  
As a result of the above biases, entrepreneurs tend to adopt a narrow-minded, focused view on 
the situational context around them, which anchors their beliefs about future results on wishful 
plans, optimistic images of the future, and success scenarios. Early stage founders with high 
overload are especially prone to select and interpret information in a bold, unreasonably 
optimistic manner, congruent to their desires, because by definition they lack experience and 
knowledge about outcomes of previous related situations (Kahneman and Lovallo 1994). When 
assimilating and processing information in this way, entrepreneurs will not only cling to their 
interests and expectancies and to see the world in a way consistent to what they already believe, 
but their strong expectations will lead them to filter or ignore inconsistent information. Indeed, 
the space available to process thoughts opposing their wishes and desired states is reduced. This 
implies that in an attempt to maintain the established expectancy intact, they will rely on “top 
down” rather than “bottom up” processes to form a coherent representation (Stangor and Ruble 
1989). While bottom-up attentional processes are stimulus-driven and involve openly extracting 
meaning from direct observations of the surrounding; top down representations develop by 
fitting informational input into already existing expectations, due to a stereotype-confirming bias 
(Devine, Hamilton, and Ostrom 1994; Stangor and Ruble 1989). 
The above approach on information processing implies entrepreneurs will no longer be distracted 
by information incongruent with their desires, which will be labeled as irrelevant (Gollwitzer 
1996). Consequently, entrepreneurs will appraise cues in a way that reinforces their wishes and 
beliefs, while neglecting negative feedback and the possible downsides of their business 
undertakings. As such, overloaded entrepreneurs will have activated optimistic appraisals of their 
chances of success and will be at risk that desirability-related information regarding the business  







 
 


will be only partially processed, favoring pros over cons (c.f. Beckmann and Gollwitzer 1987). 
The entrepreneur’s exaggerated belief in the business idea, together with feeling potent will 
spark persistent involvement in entrepreneurial venturing despite potential objective difficulties. 
Such behavior is very proactive and is characterized by a readiness to face and eliminate even 
high obstacles—hence, obsessive passion. In other words, with limited information-processing 
capacity and a tendency to anchor appraisals on positive future outcomes, overloaded 
entrepreneurs will develop an exaggerated belief in their new venture and feelings of potency, 
which will instill obsessive passionate feelings towards their venture. In such a state, early stage 
entrepreneurs may embark on a rigid form of pursuit, where the venture starts to be 
overwhelmingly important, and they will not be likely to drop the engagement even if it 
interferes with other parts of their lives. Therefore, we posit: 


H1: Role overload will positively influence the development of the obsessive element of 
passion in early stage founders. 


 
2.3 The Moderating Effect of Pursuing Challenging and Self-Concordant Goals 
Goal-setting theory (Locke and Latham 1990; 2002) explains that goals and goal content 
influence information processing and interpretation. Different goal characteristics that 
entrepreneurs pursue will bring about different intensities of concerns, different sensitivities to 
information, and different appraisals of this information. Entrepreneurs with more intense 
concerns (higher goal challenge, higher goal self-concordance) will attend in a more intense way 
to information that they consider relevant to their venture’s concerns (Gollwitzer and Mokowitz 
1996) and might therefore develop a more obsessive type of passion. 
The level of goal challenge is characterized by how difficult or complex the task is, based on task 
content, its intensity, or the probability of succeeding (Fried and Slowik 2004; Locke 1996; 
Locke and Latham 2002; Locke, Shaw, Saari, and Latham 1981). The effect of role overload 
while pursuing a challenging goal can be described as taxing. A lower goal challenge is 
manifested in a psychological state of control and demands a lower level of cognitive 
involvement (Lambert, Chapman and Lurie 2013). On the other hand, for overloaded 
entrepreneurs with challenging goals, the actual and desired state are arousingly discrepant and 
overwhelming. The goal is out of reach, and the high overload highjacks the entrepreneur’s 
cognitive space even further, enhancing the obsessive element. This means a very challenging 
goal will lead the overloaded entrepreneur in a state of maladaptive stress, because of the higher 
perceived discrepancy between the actual and the desired conditions, which also occupy more 
cognitive capacity (Smith, Tong, and Ellsworth 2014). 
Cognitive pressure and the threat of failing to achieve the goal will make the early stage 
entrepreneur feel an urgency and a pressured need to engage in the venturing activity to the 
resolve the high discrepancy. This will boost the obsessive element of passion. Overloaded 
entrepreneurs already have little cognitive capacity to process all informational stimuli that arise 
around them and have even less so when cognitive space is lowered further by the difficulty of 
the goal they are trying to achieve (Keh, Foo, and Lim 2002). Therefore, the tendency to attend 
only to specific desire-reinforcing information will be exacerbated when an overloaded 
entrepreneur faces difficult goals. Thus, we posit our second hypothesis: 


H2: Goal challenge will positively increase the effect of role overload on the 
development of the obsessive element of passion in early stage founders. 


 







 
 


The concordance between the self and a goal refers to the degree to which stated goals express 
the individual’s enduring values (Sheldon and Elliot 1999). A high concordance between the set 
goal and the self implies that the desired outcome of the business is very close to the heart of the 
entrepreneur, with his or her self-esteem and ego—that is, the self—depending on achieving it. 
Consistent with Gollwitzer’s (1990) research, goals with high self-concordance are 
representative of high-held values, the volitional strength behind them is likely to occupy more 
cognitive space and intensify the use of the strategy of coherence by overloaded entrepreneurs. 
Not achieving the high self-concordant goal will constitute a bigger threat to the self’s integrity; 
therefore, overloaded entrepreneurs will be even more cognitively employed with the goal and 
more prone to select only reinforcing information from their surroundings. Moreover, the 
importance of the goal for the ego will cognitively bias overloaded entrepreneurs even more 
toward the desired, imagined future outcomes when appraising the desirability and feasibility of 
their business idea and control over how it is implemented. This boosts an exaggerated belief in 
the business idea and therefore the obsessive element of passion. Conversely, low concordance 
between the self and the goal means there will not be much at stake. This condition will power 
down the stress coming from role overload, leaving entrepreneurs’ cognition more 
unconstrained. This will allow more cognitive space for unbiased information gathering and 
processing, and for a more balanced task engagement, inhibiting the development of the 
obsessive element of passion Therefore, we propose our third hypothesis: 


H3: Goal self-concordance will positively increase the effect of role overload on the 
development of the obsessive element of passion in early stage founders. 


 
3. Methodology 
3.1 Sample and Data Collection  
The longitudinal data were gathered from a sample of 45 nascent entrepreneurs in Berlin, 
Germany in July and August 2014. The context was three highly intense weekend-long pitching 
events that included monetary prizes. During the event, the entrepreneurs faced different 
challenges, played out their business ideas or demonstrated their prototype against opponents, 
and pitched in front of investors. The data was collected by administering a survey instrument to 
the 45 entrepreneurs at two time points: once before the event and the second at the end of the 
events. A survey on the independent and control variables were collected before the event 
started. After the pitching event, the entrepreneurs were asked to complete another survey, this 
time concerning the dependent variable.  
We believed this particular setting was ideal to test the hypothesized framework. Events at which 
entrepreneurs develop and pitch ideas provides a suitable setting for investigating how passion 
develops in entrepreneurs, because the attendees are founders in the very early stage of the new 
venture process. This was important, because we wanted to capture passion as it emerged and 
developed, not after it had formed. Moreover, the intensive setting of the events ensured that role 
overload is present, at least to some degree. Because this was one of the founders’ earliest 
experiences of overload, it is probable that it will have a prevailing impact on obsessive passion. 
This being said, it is important to mention such entrepreneurial pitching events are not easily 
accessible by the public due to privacy concerns and disclosure risks of sensitive information. 
We therefore ensured our legitimacy and gained the support of the event’s organizers. One of the 
authors was present at the events, met personally with the founders, and introduced the survey. 
This ensured that the participants answered the questions reflectively, despite the tight schedule 
of the event and the conditions of overload to which they were exposed. In this way, we lowered, 







 
 


if not eliminated the introspection problem (Schweiger, Anderson, and Locke 1985) common to 
surveying affect and cognitions. Prior to administering the survey, it was piloted with three 
doctoral researchers, with the event organizers, and with two entrepreneurs who gave feedback 
and advice. To ensure the quality of the answers, the questionnaire was kept short. 
 
3.2 Measures 
Dependent variables 
The focus of this research was obsessive passion. Consistent with previous research interested in 
the how obsessive passion develops (Vallerand et al. 2006), we measured the obsessive element 
of passion by how much the obsessive passion component overweighed a harmonious 
component (for a similar approach see Bélanger et al. 2013). In this way, we captured the within-
person surplus of the obsessive elements of passion.  


To calculate the growth of the obsessive element of passion, we employed a well-received 
short-scale measurement from Vallerand et al. (2003), which has demonstrated high levels of 
validity and reliability across different activities and languages. Given the pitching events’ strict 
time constraints to which the survey was subject, we used this brief version of the passion scale. 
Whenever time constraints prevent the use of longer measures, short measures should be used, 
provided they have adequate psychometric properties and demonstrated validity (Tashakkori and 
Teddlie 2010). Consistent with previous research, the psychometric properties and validity of the 
briefer versions of the passion scale were shown to be highly similar to those obtained for the 
full measure (Vallerand et al., 2008a; Vallerand et al. 2008b). Both subscales used to measure 
within-person-surplus demonstrated acceptable internal consistency: α = .79 and .80 for 
obsessive and harmonious passion, respectively. The items were rated on a 5-point Likert scale 
(1 = not at all, 5= to a very great extent). 
Independent variables 
Role overload was measured using the 3-item scale proposed by Beehr, Walsh, and Taber 
(1976), on a 5-point Likert scale (1 = not at all, 5= to a very great extent). A sample item is: “I 
do not have time to finish my founding tasks.” The measure yielded an acceptable internal 
consistency, with a composite reliability of .714 (Hair, Anderson, Tathum, and Black 1998). 
Consistent with previous goal challenge research (Locke, Latham, and Erez 1988) goal challenge 
was measured with a one-item scale (1 = not at all, 5= to a very great extent): “How difficult do 
you think it will be for you to turn your idea into a real business?” (Latham, Mitchell, and 
Dossett 1978). Although single-items measures are usually less reliable, this statement captures 
the very essence of goal challenge of alternative multi-item scales that measured goal challenge 
(see Yukl and Latham 1978).  
Consistent with a view of goal self-concordance portraying the commitment of the entrepreneurs 
to their highly-held goals and the higher volitional strength of these goals (Judge, Bono, Erez, 
and Locke 2005; Sheldon and Elliot 1999), we measured goal self-concordance using four items 
from Locke and Latham’s (1990) adapted version of the Hollenbeck (YEAR) scale. Examples of 
the items, which were measured on a 5-point Likert scale (1 = not at all, 5= to a very great 
extent): are: “I care a lot about turning this idea into a business,” and “It would take much to 
make me abandon this idea.” In addition, to capture the important action tendencies intrinsic to 
self-concordant goals (Sheldon and Elliot 1999), we added the following item: “I can think of 
many times when I persisted with the idea when others would have quit.” The scale reported 
acceptable factor loadings and scale reliability of .88. 
Control variables 







 
 


Entrepreneurs with different personal demographic characteristics such as age, gender, and 
educational background may exhibit different tendencies to develop obsessive passion. The same 
is true for previous founding experience. Therefore, those variables were included in the study as 
controls to eliminate their effects on the development of the obsessive element of passion. 
Entrepreneur’s age was measured by asking how old they were at the time that data were 
collected. Gender was coded as male = 1 and female = 2. The education variable was represented 
from 1 to 6 based on the highest degree of education acquired (from secondary school to PhD). 
Founding experience was captured by the number of years the person had been previously 
involved in a new venture as a founder.  
 
4. Results  
We used hierarchical linear regression analysis to test the hypotheses (Bagozzi 1984; Cohen 
1978; Cohen and Cohen 1983). The independent variables were mean-centered and standardized 
prior to forming the interaction terms as Aiken and West (1991) recommended. In each step of 
the hierarchical analysis, incremental R2 and F tests of statistical significance were evaluated.  
Table 1 summarizes the descriptive statistics and sample correlations for the study variables. 
Overall, the correlations among the independent variables are modest. However, to ensure that 
multicollinearity was not an issue, we computed variance inflation factors (VIF) scores for all 
regression models used for testing the hypotheses. The values of all first-order terms are far 
below 2, which would be substantially below the conservative rule-of-thumb cut-off for 
regression models (cf. Hair et al. 1998). The models are also robust to inclusion or exclusion of 
variables. Therefore, multicollinearity was not an important issue in the results. 


------------------------------------ 
Insert Table 1 about here 


------------------------------------ 
The regression results are presented in Table 2. We first enter control variables (Model 1), 
followed by direct effects of the independent variable (Model 2). In a third step, we included the 
interaction terms (Model 3). 
As evident, we find role overload has a statistically significant influence on the obsessive 
element of passion (β = .50, p < .001). Therefore, Hypothesis 1 is supported. Moreover, we 
found goal challenge and goal self-concordance to moderate the relationship between role 
overload and the obsessive element of passion. In addition to reporting coefficients in the 
expected directions, the interaction effect of role overload and goal challenge on obsessive 
passion is statistically significant (p < .01), which is also the case for the interaction between role 
overload and goal self-concordance on the obsessive element of passion (p < .05). Thus, 
Hypotheses 2 and 3 are supported. 


------------------------------------ 
Insert Table 2 about here 


------------------------------------ 
We plotted the effect of role overload on the obsessive element of passion, for high- and low 
levels of the goal challenge and goal self-concordance. Values of the moderators were set at 1 
SD above and below the mean, as suggested by Cohen and Cohen (1983). The plots are 
displayed in figures 1 and 2. Figure 1 illustrates a dramatic difference in obsessive passion. 
Succinctly stated, individuals with high levels of role overload experience much higher levels of 
obsessive passion if they also have challenging as opposed to easier goals. Figure 2 shows that 







 
 


those highly overloaded entrepreneurs who experience a high concordance between self and the 
set goal develop more obsessive passion that those low on the goal of self-concordance. 


--------------------------------------------------- 
Insert Figure 1 and Figure 2 about here 


--------------------------------------------------- 
5. Concluding Remarks 
The present research note supports an influence of role overload on obsessive passion. Drawing 
on information processing theory, our framework and hypotheses acknowledge how the limited 
information processing capacity inherent in role overload fosters the obsessive element of 
passion to develop. Furthermore, challenging and self-concordant goals will amplify the effect of 
role overload on obsessive passion. Therefore, the present research suggests a better 
understanding of obsessive passion requires acknowledging role overload in early venturing. The 
time pressure and multitude of commitments entrepreneurs face on a daily basis, together with 
challenging and self-concordant goals will activate the obsessive side of passion. Based on the 
analysis here, it is possible to speculate that the obsessive element of passion develops because 
of the personal resources entrepreneurs invest in working on their ventures, and as they invest so 
much of their personal resources, they need a coping mechanism to help sustain entrepreneurial 
action in the face of the stressors and challenges the process engenders. Obsessive passion would 
be such a coping mechanism. 
We believe our study opens up a new perspective for looking at passion. We base this 
understanding of the implicit psychological price of role overload. Role overload has been 
discussed as a prominent characteristic of entrepreneurs given their setting (Parasuraman, 
Purohit, Godshalka, and Beutell 1996; Rahim 1996). This implies support for our framework; 
that is emphasizing entrepreneurial passion might develop an obsessive character because of the 
very early venture stage. Despite its potential negative effect on the entrepreneur’s well-being, 
the obsessive elements of passion might count among the affective–motivational foundation the 
entrepreneurs use to remain focused and persistent despite the challenges of venturing. 
Furthermore, obsessive elements of passion might develop as an addiction response to the feeling 
of competence and/ or relatedness (Deci and Ryan 2000) and the coincident increase in self-
worth conferred by the state of busyness and role overload (Brown 2010). Entrepreneurs should 
understand that the obsessive side might be an integral part of their passion and potentially 
necessary to deal with stressful entrepreneurial pursuits. Indeed, obsessive passion may help 
them maintain goal-related behavior over time and facilitate planned responses designed to assist 
in acquiring the desired target. Vilifying the obsessive side of passion or trying to eradicate it 
might be neither desirable nor possible without also canceling its positive side. In turn, 
entrepreneurs should understand and recognize all aspects of their passionate feelings. By doing 
so, they will be better able to regulate the negative effects of obsessive passion on their well-
being, while reaping the positive, motivational and persistence-related ones. 
Our findings about a stress-related antecedent to the development of obsessive passion open up 
interesting venues for considering the negative outcomes of passion, but also tempering the 
overly-positive view of passion that currently pervades both practitioner and scholarly works. 
We encourage future research to shed more light on the new theoretical mechanism we used to 
explain how role overload activates and develops the obsessive element of passion. Moreover, 
the present research considers the importance of goal cognitions, which has not yet been 
discussed in passion research. Our study offers insights into how stress work together with goal 
cognitions, in influencing the development of emotions such as obsessive passion. We believe 







 
 


more can be learned from additional inquiries about both goal challenge and the degree of goal 
self-concordance as moderating mechanisms that induce a cognitive focus, in order to limit the 
information processing costs. Therefore, besides the direct influence of role overload, it is its 
interaction with goal cognitions that influence the emergence and development of obsessive 
passion. In demonstrating this, we encourage subsequent research to go beyond the self-
determination mechanisms previously examined by other studies about the development of 
passion. Further research is needed to better understand the antecedents of passion; the view on 
information processing and coping mechanisms present an alternative. 
The present study is new and unique with regard to gathering empirical data surrounding 
entrepreneurial pitching events. The intensity of the workshop format of the entrepreneurial 
events where we distributed the survey instruments lends itself very well to gathering rich, yet 
accessible longitudinal data. Because the goal of the present study was to look at how the 
obsessive elements of passion emerge and develop, we believe it was crucial to have a sample 
that consisted of early stage founders at the beginning of their entrepreneurial pursuit. Largely 
because of the difficulty of gathering longitudinal data around entrepreneurial pitching events, 
the sample size is relatively small. Although enough for the purpose of statistical inference and 
in line with other psychology research, the research site may impose some limitations on the 
generalizability of the findings. Therefore, we encourage further work to also our baseline 
findings in other settings while simultaneous searching for additional mechanisms than those 
presented in the present paper.  







 
 


References 
 


Aiken, L.S., and S.G. West (1991). Multiple Regression: Testing and Interpreting Interactions. 
Newbury Park, Calif.: Sage. 


Allport, G. W. (1954). The Nature of Prejudice. Reading, Mass.: Addison-Wesley. 
Bagozzi, R. P. (1994). “Measurement in Marketing Research: Basic principles of Questionnaire 


Design,” Principles of Marketing Research, 1, 1-49. 
Baron, R. (1998). “Cognitive Mechanisms in Entrepreneurship: Why and When Entrepreneurs Think 


differently than other people,” Journal of Business Venturing, 13, 275–294. 
Baum, J. R., and E. A. Locke (2004). “The Relationship of Entrepreneurial Traits, Skill, and 


Motivation to Subsequent Venture Growth,” The Journal of Applied Psychology, 89(4), 587–98.  
Beckmann, J., and P. M. Gollwitzer (1987). “Deliberative versus Implemental States of Mind: The 


Issue of Impartiality in Predecisional and Postdecisional Information Processing,” Social 
Cognition, 5(3), 259-279. 


Beehr, T. A., J. Walsh, and T. Taber (1976). Relationship of Stress to Individually and 
Organizationally Valued States: Higher Order Needs as a Moderator,” Journal of Applied 
Psychology, 61, 41–47.  


Beehr, T. A., N. A. Bowling, and M. M. Bennett (2010). Occupational Stress and Failures of Social 
Support: When Helping Hurts,” Journal of Occupational Health Psychology, 15(1), 45-59. 


Bélanger, J. J., M. A. K. Lafrenière, R. J. Vallerand, and A. W. Kruglanski (2013). ”When Passion 
Makes the Heart Grow Colder: The Role of Passion in Alternative Goal Suppression.” Journal of 
Personality and Social Psychology, 104(1), 126. 


Bird, B.J. (1989). Entrepreneurial behavior. Reading, Mass: Addison-Wesley. 
Brown, B. (2010). Brené Brown: The power of vulnerability. TED Ideas Worth Spreading. 


(https://www.ted.com/talks/brene_brown_on_vulnerability) accessed on 4.04.2015 
Busenitz, L. W., and J. B. Barney (1997). “Differences between Entrepreneurs and Managers in Large 


Organizations: Biases and Heuristics in Strategic Decision-Making,” Journal of Business 
Venturing, 12(1), 9-30. 


Cardon, M. S., J. Wincent, J. Singh, and M. Drnovsek (2009). “The Nature and Experience of 
Entrepreneurial Passion,” Academy of Management Review, 34(3), 511–532.  


Chi, M. T., R. Glaser, and E. Rees (1982). “Expertise in Problem-Solving,” in Advances in the 
Psychology of Human Intelligence. Ed. R. Sternberg. Hillsdale, NJ: Erlbaum, 1, 7-75.  


Cohen, J., and P. Cohen, P (1983). Applied Multiple Regression/Correlation Analysis for the 
Behavioral Sciences. Hillsdale, NJ: Erlbaum. 


Cyert, R. M., and J. G. March (1963). A Behavioral Theory of the Firm. Englewood Cliffs, NJ: 
Prentice-Hall. 


Deci, E. L., and R. M.  Ryan (2000). The “What” and “Why” of Goal Pursuits: Human Needs and the 
Self-Determination of Behavior. Psychological Inquiry, 11(4), 227–268.  


Devine,P.G., D. L. Hamilton.,and  T. M. Ostrom (1994). Social cognition: Impact on social 
psychology. Orlando, FL: Academic Press. 


Fiske, S. T., D. R. Kinder, and W. M. Larter (1983). “The Novice and the Expert: Knowledge-Based 
Strategies in Political Cognition,” Journal of Experimental Social Psychology, 19(4), 381-400. 


 
Fried, Y., and L.H. Slowik (2004).” Enriching Goal-Setting Theory with Time: An Integrated 


Approach,” Academy of Management Review, 29 (3), 404–422. 







 
 


Gilbert, D. T., and J. G. Hixon (1991). “The Trouble of Thinking: Activation and Application of 
Stereotypic Beliefs,” Journal of Personality and Social Psychology, 60(4), 509-517. 


Gollwitzer, P. M. (1990). “Action Phases and Mind-Sets,” Handbook of motivation and cognition: 
Foundations of Social Behavior, 2, 53-92. 


Hair, J.F. Jr., R.E Anderson, R. L. Tatham, and W. C. Black (1998). Multivariate Data Analysis. 
Upper Saddle River, NJ: Prentice. 


Hayek, F. (1946). The meaning of competition in Individualism and Economic Order. London, UK: 
Routledge. 


Ho, V. T., S. S. Wong, and C. H. Lee (2011). “A Tale of Passion: Linking Job Passion and Cognitive 
Engagement to Employee Work Performance,” Journal of Management Studies, 48, 26–47.  


Judge, T. A., J. E. Bono, A. Erez, and Locke, E. A. (2005). “Core Self-Evaluations and Job and Life 
Satisfaction: The Role of Self-Concordance and Goal Attainment,” Journal of Applied 
Psychology, 90(2), 257. 


Kahn, R.L., D.M. Wolfe, R.P. Quinn, J.D. Snoek, and R.A. Rosenthal (1964). Organizational stress. 
New York: Wiley. 


Kahneman, D., and D. Lovallo (1994). “Timid Choices and Bold Forecasts: A Cognitive Perspective 
on Risk Taking,” in Fundamental Issues in Strategy: A Research Agenda. Ed. R. P. Rumelt, D. 
E. Schendel, and D. Teece, Boston: Ballinger, 71-96. 


Keh, H. T., M. D. Foo, and B. B. Lim (2002). “Opportunity Evaluation under Risky Conditions: The 
Cognitive Processes of Entrepreneurs,” Entrepreneurship Theory and Practice, 27(2), 125-148. 


Lambert, J., J. Chapman, and D.  Lurie (2013). “Challenges to the Four-Channel Model of Flow: 
Primary Assumption of Flow Support the Moderate Challenging Control Channel,” The Journal 
of Positive Psychology, 8(5), 395-403. 


Latham, G. P., T. R. Mitchell, and D. L. Dossett (1978). “Importance of Participative Goal Setting 
and Anticipated Rewards on Goal Difficulty and Job Performance,” Journal of Applied 
Psychology, 63(2), 163. 


Locke, E.A. (1996). “Motivation through Conscious Goal Setting,” Applied and Preventive 
Psychology, 5 (2), 117–124. 


Locke, E. A., and G. P. Latham (2002). “Building a Practically Useful Theory of Goal Setting and 
Task Motivation: A 35-Year Odyssey,” American Psychologist, 57, 705–717. 


Lord, R.G. and K.J. Maher (1990). “Alternative Information-Processing Models and Their 
Implications for Theory, Research, and Practice,” Academy of Management Review, 15, 9–8. 


Mitchell, R.K. (1994). The Composition, Classification, and Creation of New Venture Formation 
Expertise. Unpublished doctoral dissertation, University of Utah. 


Newell, A., and H. A. Simon (1972). Human problem solving. Englewood Cliffs, NJ: Prentice Hall. 
Parasuraman, S., Y. S. Purohit, V. M. Godshalk, and N. J. Beutell (1996). “Work and Family 


Variables, Entrepreneurial Career Success, and Psychological Well-Being,” Journal of 
Vocational Behavior, 48(3), 275-300. 


Philippe, F. L., R. J. Vallerand, N. Houlfort, G. Lavigne, and E. G. Donahue (2010). “Passion for an 
Activity and Quality of Interpersonal Relationships: The Mediating Role of Emotions,” Journal 
of Personality and Social Psychology, 98, 917–932.  


Pines, A., and C. Maslach (1978). Characteristics of Staff Burnout in Mental Health Settings,” 
Hospital and Community Psychiatry, 29, 233-237. 


Rahim, A. (1996). “Stress, Strain, and their Moderators: An Empirical Comparison of Entrepreneurs 
and managers,” Journal of Small Business Management, 34(1), 46. 







 
 


Reilly, M. D. (1982), "Working Wives and Convenience Consumption," Journal of Consumer 
Research, 8, 407-418. 


Russo, J. E., & P. J. Schoemaker (1992). “Managing Overconfidence,” Sloan Management 
Review, 33(2), 7-17. 


Schweiger, D. M., C. R. Anderson, and E. A. Locke (1985). Complex Decision Making: A 
Longitudinal Study of Process and Performance,” Organizational Behavior and Human Decision 
Processes, 36(2), 245-272. 


Sheldon, K. M., and A. J. Elliot, (1999). “Goal Striving, Need Satisfaction, and Longitudinal Well-
Being: the Self-Concordance Model,” Journal of Personality and Social Psychology, 76(3), 482. 


Simon, H.A. (1986). Theories of bounded rationality. Decision and organization: a volume in honor 
of Jacob Marschak. Minneapolis: University of Minnesota Press 


Smilor, R.W. (1997). “Entrepreneurship: Reflections on a subversive activity,” Journal of Business 
Venturing, 12(5), 341-346.  


Smith, C. A., E. M. Tong, and P. C. Ellsworth, (2014). “The Differentiation of Positive Emotional 
Experience as Viewed through the Lens of Appraisal Theory,” Handbook of Positive Emotions, 
11-27. 


Stangor, C., and D. N. Ruble (1989). “Differential Influences of Gender Schemata and Gender 
Constancy on Children's Information Processing and Behavior,” Social Cognition, 7(4), 353-
372. 


Tashakkori, A., and C. Teddlie (2010). Sage Handbook of Mixed Methods in Social & Behavioral 
Research. Sage. 


Tversky, A., and D. Kahneman (1973). ”Availability: A Heuristic for Judging Frequency and 
Probability,” Cognitive Psychology, 5(2), 207-232. 


Vallerand, R. J. (2008). “On the Psychology of Passion: In Search of What Makes People’s Lives 
Most Worth Living,” Canadian Psychology/Psychologie Canadienne, 49(1), 1–13.  


Vallerand, R. J., C. Blanchard,  G. A. Mageau, R. Koestner, C. Ratelle, M. Leonard, M. Gagne, and J. 
Marsolais (2003). “Les Passions de l’Ame: On Obsessive and Harmonious Passion,” Journal of 
Personality and Social Psychology, 85, 756–767.  


Vallerand, RJ, N. Ntoumanis, F. L. Philippe, G. L. Lavigne, N. Carbonneau, A. Bonneville, C. 
Lagace- Labonte, and G. Maliha (2008b), “On Passion and Sports Fans: A Look at Football,” 
Journal of Sports Sciences, 26(12), 1279-1293. 


Wincent, J., and D.Örtqvist (2009). “A Comprehensive Model of Entrepreneur Role Stress 
Antecedents and Consequences,” Journal of Business and Psychology, 24 (2), 225–243. 


Yukl, G. A., and G. P. Latham (1978). “Interrelationships among Employee Participation, Individual 
Differences, Goal Difficulty, Goal Acceptance, Goal Instrumentality, and Performance,” 
Personnel Psychology, 31(2), 305-323. 
 
 
 
 
 
 
 
 
 
 







 
 


Table 1 
Means, Standard Deviations, and Pearson’s Correlations 
 


*p < .05; **p < .01; ***p < .001 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


n= 45 Mea
n 


SD VIF 1 2 3 4 5 6 7 8 9 


 
1. Obsessive 
element of passion 


 
-1.98 


 
2.06 


  
 


 
 


 
 


 
 


 
 


 
 


 
 


 
 


 
 


2. Age 32.16 7.46 1.76   .06         
3. Gender  1.33   .48 1.20 –.07 –.01        
4. Education  5.36 1.15 1.48 –.17   .42**   .11       
5. Founding 
experience 


 1.36 3.84 1.51   .42**   .43**   .13   .08  
    


6. Role overload  2.99   .77 2.01   .55** –.06 –.02   .11  .23     
7. Goal challenge  3.31   .82 1.09 –.13 –.07   .07 –.12 –.01 –.04    
8. Goal self-
concordance 


 3.87   .91 1.24 –.14   .07   .10   .05 –.03 –.23 –.04   


9. Overload × 
Goal challenge 


  1.32   .39** .07   .20 –.20  .08 .18 –.14 –.10  


10. Overload × 
Goal self-
concordance 


  1.72   .48** –.01 –.03   .05 –.01   .54** –.11   .17 .16 


             







 
 


Table 2 
Hierarchical Regression Analysis: Independent and Interaction Effects on the Obsessive 
Element of Passion 
 
 Base model Independent 


effects only 
Interaction 
effects 


Age –.09 .07 –.06 
Gender –.12 –.06 –.14 
Education –.16 –.28 –.16 
Founding experience .49** .31* .41** 
Role Overload  .50*** .21 
Goal Challenge  –.11 –.03 
Goal Self-concordance  –.01 –.11 
Overload × Goal Challenge   .26* 
Overload × Goal Self-
concordance 


  .34* 


R2 .24* .47*** .60*** 
Adj. R2 .16* .37*** .50*** 
Δ R2 .23* .24*** .13*** 
    
Note: Standardized regression coefficients are displayed in the table. 
*p < .05; **p < .01; ***p < .001 








Imperatives of Entrepreneurial Venture Growth: The Role of Cognition and learning of 


Entrepreneurs 


            


Abstract  


 


Entrepreneurial venture growth is one of the core domains in the entrepreneurship scholarly 


inquiries. Despite the high failure rate, thousands of individuals decide to start ventures 


though; only few of them reach to major success. It is suggested that a cognitive perspective 


may provide important insights into key aspects of the entrepreneurial process. Simply put, 


cognition is viewed as inherent psychological factors of the entrepreneur that drives to 


success. This study reveals that though the entrepreneur has the desired cognition to be 


prospering, the entrepreneurial learning becomes important as a moderator in the said 


relationship. 


The study has three objectives and which, are followed by two main hypothesis and four-sub 


hypothesis. The study is a large scale cross sectional survey utilizing 250 entrepreneurs in 


order to get adequate number of respondents to execute structural equation modeling. 


Accordingly, it was found that cognitive factors of entrepreneurs played a significant positive 


impact on venture growth and entrepreneurial learning was found to moderate the said 


relationship. 


The findings of the study reveal that the secret behind the successful entrepreneurs sets, as 


they may possess better-developed cognitive frameworks for accomplishing their task. 


Further, learning indeed help entrepreneurs to acquire better-refined cognitive frameworks 


for day-to-day business decisions and actions they take. 


 


Keywords: Entrepreneurial Cognition, Psychology, Quantitative, Small/New independent 


Business, Performance and Growth 


Introduction 


 


New venture creation accommodates the most important segment of the any country’s 


economy. They grows and develops to be a large scale business in the future and the same 


time it is contribute to the national economy, it creates new employment opportunities, 


produces innovations and increases productivity in the business sector (van Praag & Versloot, 


2007). Therefor Small and Medium Enterprises (SMEs), represent the most vital segment of 


the business sector. On the other hand, there is another side of SMEs and which draws a 


major concern over the years among every country. It is obvious that large number of SMEs 


pop up continuously in everywhere.  Similarly SMEs move through a risky path, struggling 


with many business-related issues. In fact, only a very few enterprises enjoy the opportunity 


of becoming star businesses. Indeed firm growth is difficult to achieve and maintain. 


According to Zook and Allen (1999), only one in seven companies generate sustained, 


profitable growth. This situation leads to find what factors play a role in the success of new 


venture. 


During the past decade entrepreneurial researchers strived to find out the leading factors for 


venture success. These successful ventures are of particular interest to academics and 


practitioners because which an important stimulus to the national economy. When it comes to 


the research findings of venture growth literature, it has been reviled that knowledge about 


firm growth is far from complete. McKelvie and Wiklund (2010) remarked that progress in 


growth research has been limited in recent years. Despite substantial interest and massive 







empirical research, theoretical development in the field has been notably slow (Davidsson & 


Wiklund, 2000; Delmar, Davidsson, & Gartner, 2003; Shepherd & Wiklund, 2009; cited in 


McKelvie & Wiklund , 2010). 


Sandberg (1986) ultimate argument was new venture performance is a function of the 


entrepreneur, industry structure and strategy. Thus early effort to find out the venture growth 


as function of the entrepreneur was ambiguous as previous research done by using personal 


characteristics of entrepreneur (Baron, 2004). Within that large spectrum of venture growth 


literature, the relationship between cognitive factors of the entrepreneur and the relationship 


those have to a growing venture is highly cited in the literature but results held contradictory. 


The relationship of cognitive factors of an entrepreneur and the relationship those have to a 


growing venture are refined with a new perspective in this research.  


On the other hand cognition is the umbrella term for learning skills that influence the ability 


to learn and make sense of new information, which is crucial to successful learning. The 


study adds the domain of entrepreneurial learning as it considers as a continuous process 


acquired throughout the phases of the venture life cycle. Furthermore, the study argues that 


entrepreneurial learning shapes the thinking of an entrepreneur by trial and error and 


eventually with accumulated trials acquired in the life cycle. In the surface level, the study 


proposes that the learning process is acting as a strengthening factor of the said relationship 


of cognition and growth of a venture.  


As mentioned research on cognitive factors of entrepreneurs, it manifests a positive signal 


towards venture success by abolishing the limitations of entrepreneurial trait/personality 


approach, this study links the entrepreneurial learning with cognitive factors of entrepreneurs 


to find whether there is an positive influence on correct use of cognitive factors which will 


ultimately leads to venture growth. This study uses the phrase of appropriate use of cognitive 


factors to signify the inferences of Baron (2004). Focally study focuses on cognitive factors 


of founders, to examine their potential for venture success through their entrepreneurial 


learning. Based on the empirical literature researchers were not able to find any precise 


answer to above-mentioned issue. 


 


Theoretical and conceptual background and Hypotheses 


The impact of entrepreneur on firm outcomes in the domain of entrepreneurship is vital. 


Ferreira, Azevedo, and Ortiz, (2011) write, the main cause for firm growth and success is 


something can be found inside of the firm. That is, factors with regard to the entrepreneur or 


to the owner manager. Based on the Ferreira, Azevedo, and Ortiz rationalizations on venture 


growth, the research pay attention on the factors inside the firm. Simply an entrepreneur and 


the resources he/she holds. At the same time Alvarez and Busenitz (2001) mentioned 


knowledge as an important and a central resource for entrepreneurial firms. In general terms, 


knowledge is defined as “the understanding, awareness, or familiarity acquired through study, 


investigation, observation, or experience over the course of time” (Bollinger & Smith, 2001; 


p. 9). Given this, the notion of ‘Knowledge’ is rationalized as ‘learning’ in this study and 


emphasized that learning as an important resource for the venture growth. It is apparent in the 


literature, less number of researchers assert about effective utilization of the resources 


available and wise decisions would inevitably leads to growth of the firm. This inconclusive 


knowledge is the underlying premise that this study strives to address. 


In line with these suggestions, this research’s main focus is on an investigation of how the 


entrepreneurial cognition in terms of contrasting perception of risk, counterfactual thinking, 


processing style and susceptible to cognitive errors effect growth of the entrepreneurial 


venture. In this investigation, it also considers how entrepreneurial learning effect 


performance and cognition relationship. In the proposed theoretical model, the 







entrepreneurial cognition is the main independent variable; venture performance (sales 


growth, employment growth and equity growth) act as the dependent variable and 


entrepreneurial learning is the moderating variable.  


In this study we offer entrepreneurial cognition as individual’s assessments, judgment or 


decisions involving venture growth. .  However, Baron (2004) stated in his article not only 


that focus, cognitive perspective is useful in answering three basic entrepreneurial why 


questions and that provide additional insights into the complex process of entrepreneurship.  


Entrepreneurs use their unique mental models to be competitive in the current market while 


finding new expansions (Sánchez , Carballo , & Gutiérrez , 2011). Those decisions and 


actions are inevitably challenging and important not only when starting new venture but also 


for the ventures currently involve in the business for their venture growth. Therefor this study 


intends to build its main hypothesis as follows;       


H1: Cognitive factors have a direct positive influence on venture growth.  


Proposing the relationship of entrepreneurial cognition (COG) and growth following section 


details the sub-hypotheses anticipated. 


It is a generally accepted fact that entrepreneurs are forward thinkers and they are willing to 


take risk compared to the average person. Same time some researches argue that 


entrepreneurs are perceive lower risk and gaging the actual risk lower than its actual rate and 


this tendency leads to experience the most of the venture failures (Simon, Houghton, & 


Aquino, 2000). On the other hand some empirical findings suggest that decisions are 


depending on the entrepreneur’s cognitive capacity and successful entrepreneurs are better at 


identifying correct perception of risk compared to low successful ones and that is one of 


reasons which make them better (Forlani & Mullins , 2000). Baron (2004) in his article 


identifies this as the first dimension of the cognition that differentiates the successful 


entrepreneurs and the less successful ones when finding the venture success.  This leads to 


the following sub hypothesis; 


H1a: Contrasting perception of risk has a positive direct influence on growth of ventures. 
 


Counterfactual thinking (CF) is an essential feature of healthy cognitive and social 


functioning and also a part of life.  The general recognition of CF is imagining “what might 


have been” in a given situation reflecting on outcomes and events that might have occurred if 


the person in question had acted differently or if circumstances had somehow been different 


(Baron, 1999). Baron (2004) mentioned this as his second dimension under the cognitive 


factors and he stated that even though there’s a lower tendency among entrepreneurs to 


engage in CF, successful entrepreneurs are better at using their past mistakes and experiences 


to formation of better strategies on the future occasions. Accordingly study develops next sub 


hypothesis as follows;                     


H1b: Counterfactual thinking to formulate improved task strategies has a positive influence 


on growth of ventures.   


Human use two modes of information processing styles based on their cognition and that will 


define their decision-making competence (Evans , 2008).  One processing style is fast 


associative processing mode and that required low cognitive effort and in this study it 


explains as heuristic processing style. On the other hand systematic processing style explains 


as slower mode based on detailed information processing and that required high level of 


cognitive effort. Successful entrepreneurs can manage their preference for heuristic thinking 


towards more careful and strategic thinking when theres a need of it (Baron, 2004). There for 


this study present the next sub hypothesis as; 


H1c: Processing styles have positive influence on growth of ventures. 







Different types of cognitive biases (optimisum, overconfidence, planning fallacy, affect 


infusion etc.) distort entrepreneurs decition making and continue to plague into businesses 


(Russo & Schoemaker, 1992). When shaping entrepreneurs success, susceptibility to such 


biases may also play a role. As sugested by Baron (2004) when compare successful 


entrepreneurs with unsuccessful ones its posible to accept that they are less subject to a wide 


renge of cognitive errors and biases. Thus the study develop final sub hypothesis of 


entrepreneurial cognition as;                    


H1d: Susceptibility to cognitive biases has a negative influence on growth of ventures.  


Following section details the moderator role of the entrepreneurial cognition and growth 


relationship. 


Venture growth requires both founders and firm characteristics and supportive business 


environment.  As founders’ characteristics are the main focus in this research, it is sensible to 


draw particular interest on potential moderates between entrepreneurial cognition and venture 


growth relationship. Barringer , Jones and Neubaum , (2005) concluded in their research 


paper that entrepreneur’s relevant industry experience, college education, and entrepreneurial 


story have an impact on the firm’s ability to achieve and maintain a rapid growth rate. 


However, many scholars found very hard to establish a direct relationship between 


entrepreneurs’ learning and venture performance (Politis, 2005). In the literature still remains 


unanswered the question of entrepreneurial knowledge that indirectly may have a positive 


impact on subsequent venture growth and cognition relationship. Thus assessing all the 


arguments elaborated above this study confirms the next main-hypothesis as; 


H2: Entrepreneurial learning moderates the relationship between the cognitive factors and 


the growth of ventures. 


(Insert figure 1 here) 


Methodology 


Data source 


This study identifies the unit of analysis as an entrepreneur/SME owner manager in the firm 


hence it equated to the firm hereinafter. Therefore the entrepreneurs/SME owner managers 


were categorized as sample subjects in the current study. Provided that the current study 


adheres to the operational definition of World Bank of Sri Lanka and captures SMEs below 


99 employees. 


The population of the current study is the registered SMEs under the District offices of the 


Small Enterprise Development Division, Ministry of Youth Affairs and Skill Development, 


Sri Lanka in 2014. 250 respondents data were obtained from the sampling frame through the 


interviewer administrated structured questionnaire.   


 


Variables and Measures  


The measurement of growth of the firm was assessed in a seven point likert scale as 


suggested by Wiklund, Patzelt and Shepherd (2009). According to their remarks, 


entrepreneurs were asked to rate the venture’s growth potentials relative to their main 


competitors. The indicators used to construct the variable are, sales, employment and equity 


growth. Afterwards, each indicators were standardized and summed into an index as 


Wiklund, Patzelt and Shepherd (2009) claimed. The Cronbach’s α for the venture growth 


index is 0.792. 


 







As suggested by Baron (2004) the current study employs the four-dimensional framework of 


Entrepreneurial Cognition as it is considered as less examined. Contrasting perception of risk, 


counterfactual thinking, processing style and susceptibility to cognitive errors were the 


dimensions of this independent variable. The scale items that were used to measure the 


counterfactual thinking (Adapted from Baron, 1999) were on seven point scale, processing style 


(Adapted From MindTools, 2012), susceptibility to cognitive errors (Adopted from Scheier, 


Carver & Bridges, 1994) and contrasting perception of risk (Adapted from Forlani & Mullins, 


2000) were measured on five point scale. 


Construct of learning was measured using dichotomous measurement and zero refers to “no” 


whereas “yes” refers to one. 


Ventures in different industries exhibit different environmental characteristics that in turn 


influences growth potential. Therefore, the variable industry was used as controls in this 


study. 


Study measures 


Measurement model was assessed using Confirmatory Factor Analysis (CFA) followed by 


path relationships using Structural Equation Modelling (SEM). Maximum Likelihood (ML) 


estimation method was used using AMOS 18.0 version. The model fit was measured using 


incremental and absolute fit indices (Hooper, Coughlan & Mullen 2008; Byrne 2010). These 


incremental model fit indices include, NFI, NNFI (TLI), CFI, PCLOSE, and absolute model 


fit indices include Chi-Square χ2 (df,N)p, Relative χ2 (χ2/df), RMSEA, GFI, AGFI, RMR, 


Hoelter (.05). Cutoff values and acceptable threshold levels were observed in relation to these 


indices and optimum models were obtained and this adhered to the stages of model 


specification, identification, testing and modification (Byrne, 2010). After obtaining the 


modified model the study proceeded to analyze the moderating impacts. 


(Baron & Kenny, 1986) highlighted the importance of multi-group analysis technique to 


measure moderating impacts. Anderson and Gerbing (1982) X2 was used to measure the 


statistical significance differences across groups. In this process, two models were executed, 


namely; constrained model and unconstrained model and subsequently the moderating impact 


were observed. 


 


Analysis and Results 


 


Analysis of the main study 


In this study researchers interested to determine how the exogenous variables influences the 


endogenous factor using model trimming approach (Byrne, 2010). Thus, initial path model 


for the study is structured and it was identified that the model is recursive. Maximum 


Likelihood (ML) is the usual default estimation method in most SEM analysis (Kline, 2011). 


Variables in the study satisfied the multivariate normality, outliers’ assumption and minimum 


sample requirements, therefore we adapted the maximum likelihood (ML) method to estimate 


the parameters of the path analysis. This model was developed based on the Baron, (2004) 


proposed framework of Entrepreneurial Cognition and venture performance. Hence, 


researchers were not determined to alter the existing theory. 


The validation process of the current study adhered to the inferences of Kline (2011) as the 


study follows SEM models. In this regard, model specification, identification and estimation, 


testing, model fit, and model modifications were performed to obtain the optimum model. 


According to the initial model, there were some unsatisfied model fit indices. Therefore 


researchers modified the initial model with the aim of bringing all the fit indices to the 


satisfied level. 







The hypotheses of the current study were generated acknowledging the inferences of Baron 


(2004) mainly. Thereafter, the model testing was performed and standardized estimates were 


observed and subsequently model fit was observed with incremental and absolute model fit 


indices. Assessing model fit was followed by model modification and residual terms were 


covariated for the optimum model. Finally, the validated model was obtained as depicted 


below. The modifications led the model to be fitted optimally. This is evident by the model fit 


indices observed and those have depicted in the table 1.  


 


Figure 2 insert here 


 


Results of the hypothesis one (H1) 


In this study determination of Entrepreneurial Cognition (COG) as a predictor of venture 


growth is somewhat novel to the existing body of literature. Further, some researchers have 


argued that the existence of gaps in the area of entrepreneurship cognition as well as the 


venture growth. Therefore, that relationship was assessed as a contribution to the body of 


knowledge. The model suggested that Entrepreneurial Cognition (COG) acts as a significant 


predictor (exogenous variable) of venture growth. β=.80 implied a significant association at 


0.01 level of significance. Hence, the study concludes the COG as a statistical significant 


predictor of venture growth and in time, the study accepted the hypothesis 1 (H1) under 0.01 


level of significance.  


 


Analysis of the hypothesis two (H2) 


There are two methods to analyze the moderating effects in AMOS, such as interaction 


moderation and multi group moderation. Multi group moderation is more suitable for the 


complicated model which having more latent constructs since in such situations interaction 


terms would cause problems with model convergence as well as distortion of standard errors. 


Hence, in this study model all the exogenous variables are latent constructs, researchers 


performed multi group moderation to analyze the moderating effects. 


According to the classification Learning of an entrepreneur comprises of three latent factors 


namely entrepreneurial experiences, industry experiences and higher education. Those latent 


constructs were totaled and the unobserved variable of Learning was created in SPSS by the 


researchers and in fact it was a dichotomous variable. This moderator variable was categories 


into two groups according to the answers of the desired moderator and the data, which got 


zero (no) was coded as low values of the moderator. Thereafter, the constrained models and 


unconstrained models were compared and conclusions were made (Wang, 2008; Zhao & 


Cavusgil, 2006). These differences were compared according to the Chi-Square values 


through the Chi-Square Difference Test Excel spreadsheet. 


 


Results of the hypothesis two (H2) 


The Chi-Square Difference Text Excel spreadsheet concluded that the groups are not 


invariant. In other words, high level of learning and low level of learning groups are different 


at model level by having the significantly different Chi-Square (p=0.088). According to the 


regression weights in the path model the relationship between COG and Growth among high 


learning groups (0.83) are stronger compared to low learning group (0.78). (see the appendix) 


Based on the above results, researchers concluded that Learning moderated the model; 


therefore the study accepted the hypothesis 2 (H2) under 0.05 level of significance.  


 


 


 


 







Analysis of the sub hypotheses 


Subsequently, the researchers proceeded to achieve the sub hypotheses, which are the direct 


effects of four cognitive dimensions to venture growth as stated below. By the intention of 


analyzing the direct effects of cognitive dimensions researchers changed the existing 


structural model by excluding the unobserved construct of cognitive factors (COG) from the 


model. Since the measurement model has been validated, researchers only tested the model 


fit indices of the changed model. Figure below illustrates the structural model and table 2 


depicts the model fit indices adding after the suggested modification indices. All the model fit 


indices have reached above the cut off level by indicating the acceptable model fit of 


structural model. 


Figure 3 insert here 


 


Results of the sub hypotheses 


(H1a): As per the results β=0.17 implied a significant association at 0.05 level of significance. 


According to path coefficient values and those associated significance of the two variables 


researchers concluded that Contrasting Perception of Risk (CPR) has a significant direct 


positive impact on venture growth and therefore sub hypothesis (H1a) was accepted.  


(H1b): As per the results β=0.60 implied a significant association between two construct. 


According to Kline’s effect size criteria of path coefficients values between the 


Counterfactual Thinking (CF) and venture growth associated with large effect reporting the 


highest β value out of all four dimensions. Therefore, researchers concluded that CF has a 


significant direct positive impact on venture growth and therefore sub hypothesis (H1b) was 


accepted.  


(H1c): According to the regression weight’s value β=0.03 implied positive association 


between two construct but rendering to the Kline’s effect size criteria, that has only small 


effect. Based on that, researchers concluded that the Processing Style (PS) was not a 


significant predictor for the venture growth. Therefore, sub hypothesis (H1c) was rejected.  


(H1d): According to the results β= - .08 implied a negative but small impact as per the Kline’s 


effect size criteria of path coefficients. Same time p value of the Susceptibility to Cognitive 


Errors (SCE) and growth relationship indicated non-significant relationship. Therefore, 


researchers concluded that SCE was not a significant predictor for the venture growth and sub 


hypothesis (H1d) was rejected. 


 


Discussion  


In the field of entrepreneurship research there is burning question still remaining without 


satisfactory answer: why some entrepreneurs become successful and others fail? The central 


to the entrepreneurship research is believed that, people are different and that difference 


matters throughout the entrepreneurial process. Purpose of this study mainly focus on the 


different cognitive factors of entrepreneurs which are believe to be different among the high 


success entrepreneurs and low success ones. Thus, this study acknowledged Baron, (2004) 


four-dimensional proposed framework for COG and venture growth relationship. The 


rationalization of COG as a predictor of venture growth has been supported by many 


researches (Gatewood, Shaver, & Gartner, 1995; Michell et al., 2002). Neck, Neck, Manz, 


and Godwin, (1999) suggested that constructive utilization of cognitive factors/strategies of 


entrepreneurs will enhance the performance. Robert A. Baron through out his research works 


confirmed that individual differences much more important than personal traits and 


identifying non personal individual differences in entrepreneurial thinking is much more 


fruitfull. Understanding the nature of entrepreneurial thinking is central to understanding both 


entrepreneurs and entrepreneurship. Hence, cognition research brings the entrepreneur back 


into entrepreneurship in productive new directions (Krueger, 2003).  







The current study results extend the empirical inferences of COG and performance is 


positively related as suggested by many scholars (Baron 1998, 2000; Ron Mitchell et al. 


2000; Gaglio, 1997; Gaglio & Katz, 2001; Shepherd & Douglas, 1997 cited in Krueger, 


2003). This scenario favor of the conclusion those entrepreneurs are ‘‘made’’ not ‘‘born’’, 


since cognitive capabilities can be learned and improved throughout the individuals life 


(Mitchell, Smith, Seawright , & Morse , 2000). Therefore, this high failure rates can be 


assumed as a cause of wrong risk calculation, negative regretful thoughts, lower 


entrepreneurial education and absence of a proper decision making to run the venture and 


thereby to grow subsequently. Therefore, the researchers suggested that if this problem is 


addressed systematically and through the appropriate training and guidance venture 


performance could be increased.  


 


Significant cognitive factors of venture growth 


According to the sample study results CPR-growth relationship and CF- growth relationship 


are accepted, whereas PS-growth relationship and SCE-growth relationship have rejected.  


However, more researches have suggested that entrepreneurs need adequate gage of the risk 


involve in case their biases lead them to encounter unforeseen difficulties. It is important to 


recognize the fact that accurate risk perception is not all about assuming the entire risk that 


the venture encounter. Rather it is about assuming a calculated risk. According to the CPR 


mean value 2.47 suggested that majority of the entrepreneurs in the study sample have 


average perceived risk and there standard deviation value .447 suggest their deviation 


between point 2 and 3. This average mean value and SD value implied that participants risk 


perception not bias towards high or low risk perception. Furthermore, SEM study results 


β=0.17 implied that medium effect with 0.05 level of significance. Therefore this can be 


concluded as accurate or close to accurate level of risk perception has a positive impact 


towards the venture growth. 


Cognitive biases as a exogenous variable in venture performance has concluded different 


views. On the other hand there are dozens of cognitive biases indicated by previous literature 


that may affect entrepreneurs decision-making process. Baron, (2004) have sugested 


optimistic bias, planning fallacy and affect infusion may play a role in entrepreneurs success. 


Out of these three biases this study utilized only the optimistic bias to evaluate the SCE and 


venture growth relationship due to the time limitation. However the study result have shown 


a small negative effect by confirming the Barons suggesions. Though result was not 


significantly related to the venture growth (β= - 0.08, NS). However, the lack of a significant 


relationship between SCE and the venture growth may have occurred because the survey 


measured SCE in a specific perspective. Future research, therefore, should explore the 


questions in this study using other operationalization of SCE. 


It suggested that successful entrepreneurs adjust their decision-making style across heuristic 


and systematic rendering to the situation, and that’s what makes them grow. According to the 


study results processing style mean value 4.03 indicated that majority of the entrepreneurs in 


the sample choose systematic processing style in their decision making process. Same time 


SEM analysis results have shown very small positive effect for the venture growth and results 


was highly insignificant (β= 0.03, p= 0.521). Therefore researchers have concluded as no 


significant positive impact between processing styles and venture growth. One possible 


explanation for this insignificance can be drawn, as study sample was favors towards the 


systematic processing style. Because here researcher’s argument was there is no one best 


decision making process, which serve for all the situations. Hence, if sample is unbiased 


(mean value close to the average 2.5) the study results might be different. Future research, 


however, needs to explore these issues further using other operationalization of processing 


style. 







Individuals benefits CF by reflecting on alternative pathways to pivotal turning points but 


increase anxiety and stress. But engage in such thoughts help individuals to increased 


awareness about the causes of disappointing outcomes (Roese, 1997). Those thoughts, in turn 


suggest new strategies for improving future performance and avoiding costly mistakes. 


Therefore, to the extent entrepreneurs engage in counterfactual thinking obtain these benefits, 


which make them more successful. In this study researchers have established a strong link 


between Counterfactual Thinking and the venture growth relationship (β= 0.60, p= 0.00) by 


confirming the Barons suggestion. 


 


The Moderating Effect of Entrepreneurial Learning 


Many scholars have accepted that entrepreneurial learning is vital since through learning that 


entrepreneurs develop and grow (Holcomb, Ireland, Holmes & Hitt, 2009). One crucial 


impact of cognition focused research into entrepreneurship is that it helps to understand the 


‘‘why’’ of entrepreneurial thinking in such ways, conversely learning helps ‘‘how’’ to direct 


those cognition in fruitful manner. Study results support for Hypothesis 2, the suggestion that 


high learning entrepreneurs experience higher venture growth compared to the low learning 


ones and two groups differ significantly in this aspect. Hence, learning moderates the 


cognitive factors and venture growth relationship. Furthermore this confirms, “Entrepreneurs 


are born not made” as a myth. To increase the quality and quantity of potential entrepreneurs 


requires increasing the quality and quantity of entrepreneurs thinking. There for formal 


training, teaching program does seem to matter (Peterson and Kennedy, 2002 cited in 


Krueger, 2003). This clearly suggests that measures of structures or other possibilities can be 


usefully deployed to research how entrepreneurial thinking changes across a training program 


and increase venture performance. 


Conclusions and Recommendations  


Drawing on the large body of findings about human cognition may provide entrepreneurship 


researchers with several new and useful conceptual tools, which they can apply to the unique 


set of issues and questions in the field. Furthermore, cognitive perspective might aid in the 


development of techniques designed to assist entrepreneurs in various ways especially, in 


avoiding the errors and pitfalls described earlier in this study.  Therefore, the goal of studying 


the role of cognitive mechanisms in entrepreneurship is primarily that of formulating means 


for holding errors in check from the cognitive mechanisms, so that the decisions reached by 


entrepreneurs, and the strategies they adopt, have increased chances of success. Researchers 


wanted to emphasis in here is that successful entrepreneurs are not the one who conducts 


totally logical assessments of all possible risks and benefits, but rather ones who increase the 


chances that they and their societies will flourish. 


We suggest that training entrepreneurs in various techniques for reducing such tendencies 


might yield highly beneficial results. In a similar manner, entrepreneurs could be learned 


tactics that would assist them to accurate use of Counterfactual Thinking, Processing Style, 


Contrasting Perception of Risk, and Susceptibility to Cognitive Bias. To the extent the impact 


of such tendencies is moderated, entrepreneurs might then be better able to accurately 


appraise the potential of specific opportunities, and strategies, which leads them to success. It 


may also contribute to the development of effective interventions for assisting practicing 


entrepreneurs. 


In concluding, wide ranges of cognitive factors play a role in entrepreneurs’ success by 


making the better entrepreneurs who think wisely. Moreover, many factors other than 


cognitive ones influence entrepreneurs’ actions and decisions and these, too, must be 


carefully considered. Finally, consider the question of what individual factors affect venture 







growth and why majority of venture fails while some reach at their hype. Many factors 


certainly play a role, but from a cognitive perspective, such processes as accurate risk 


perception, accurate decision making, an ability to switch back and forth between heuristic 


and systematic processing as the need arises, avoidance of cognitive biases, and perhaps even 


rapid processing all play a role. Again, as described in this study provide the means for 


investigating such questions. 


 


Limitations of the Study and Future Directions 


 


Several limitations in the current study suggest opportunities for future research. First, 


although researchers attempted to build the relationship between cognitive factors and 


venture growth as closely as possible, there are other cognitive biases that Baron, (2004) have 


suggested that low successful entrepreneurs may fallen in such as planning fallacy and affect 


infusion. Though in this study researchers have taken into consideration only the optimistic 


bias due to the time restriction and the nature of the sample. Therefore, future research must 


take all these cognitive biases and other cognitive factors into consideration.  


Another limitation of the present research is that all the data collected are based on the events 


that had occurred in the past. Memory is subject to considerable distortion and change over 


time. To minimize such effects future research could, employ procedures in which 


participants are presented with various situations and asked to list the thoughts they generate 


as they consider these situations. 


The study was conducted only by using the sample of entrepreneurs who have registered 


under the small enterprise development division. Majority of the entrepreneurs in the 


population are operation in small and medium scale. The entrepreneurs who do operations in 


large scale in long period would have been ideal to compare and analyze the cognitive 


differences. 


 


Implications for the Entrepreneurs 


 


Entrepreneurs needs to be more realistic about amount of risk involved, accurate 


understanding about their past mistakes, most suitable decision making process and keep 


control over different cognitive errors. Therefore, more effective approach may be to train 


entrepreneurs to self-regulate their cognition in ways that permit them to be realistic as well 


as positive to recognize when they need to constrain their enthusiasm and when they can 


move more energetically. Hence, entrepreneurs should pay particular attention to how their 


inherent cognitive factors interact with their experience and environment to influence their 


ability to achieve successful outcomes. The safeguards above could be established through 


group decision-making techniques. Similarly, entrepreneurs may need to seek and pay 


attention to the advice of industry specialists. 


“There can be no knowledge without emotion. We may be aware of a truth, yet until we have 


felt its force, it is not ours. To the cognition of the brain must be added the experience of the 


soul” (Bennett, 1954).  
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TABLES 


Table 1: Absolute and incremental fit indices after altering the initial model. 


Indices Cutoff values and 


acceptable threshold  


Modified 


model values 


Decision 


Absolute Fit Indices    


Relative χ2 (χ2/df) <3.00 1.340 Satisfied 


RMSEA <0.07 .037 Satisfied 


GFI >0.90 .928 Satisfied 


AGFI >0.90 .904 Satisfied 


RMR Lower the better .146 Satisfied 


HOELTER (.05) >200 224 Satisfied 


Incremental Fit Indices    


NFI >0.90 .915 Satisfied 


TLI >0.95 .972 Satisfied 


CFI >0.95 .977 Satisfied 


PCLOSE >.50 .952 Satisfied 


Source: Constructed by researchers 


 


Table 2: Absolute and incremental fit indices of the changed model. 


Indices Cutoff values and 


acceptable threshold  


Modified 


model values 


Decision 


Absolute Fit Indices    


Relative χ2 (χ2/df) <3.00 1.262 Satisfied 


RMSEA <0.07 .032 Satisfied 


GFI >0.90 .933 Satisfied 


AGFI >0.90 .908 Satisfied 


RMR Lower the better .126 Satisfied 


HOELTER (.05) >200 238 Satisfied 


Incremental Fit Indices    


NFI >0.90 .923 Satisfied 


TLI >0.95 .976 Satisfied 


CFI >0.95 .983 Satisfied 


PCLOSE >.50 .983 Satisfied 


Source: Constructed by researchers 







 


Table 3: Means and standard deviations of key variables 


 Mean Std. Deviation 


Counterfactual thinking 3.32 1.133 


Contrasting perception of 


risk 
2.47 .447 


Processing style 4.03 .673 


Susceptibility to cognitive 


errors 
3.50 .792 


College education .36 .480 


Industry experiences .62 .487 


Entrepreneurial experiences .39 .489 


Sales growth  4.57 1.849 


Employee growth 3.46 1.765 


Equity growth  4.14 1.877 


Source: Constructed by researchers 
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Figure 1 Conceptual Model of the Study 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 







 


 


 








Measuring Value Flows in Entrepreneurial Networks  
 


Abstract 
This paper attempts to measure social, knowledge and financial value flows in a 
regional enterprise support network that brings together entrepreneurs, service 
providers, universities and investors. The research involves a three-year study of a 
UK-based enterprise support network modelled after a US network model operating 
since 1985. The study reveals that network value is reliant on reciprocal value 
exchange and benefit provision to all constituents, rather than simply new enterprises 
and facilitated by an appropriate mix of constituents and recurrent knowledge-based 
events that stimulate engagement. Knowledge and financial value have proportionally 
increased over a two-year period and we find that a strong correlation between 
financial value, measured in terms of securing investment, and development of 
positive social relations. In measuring perceptions of network value over time, this 
study offers several implications for policy and practice related to enterprise support.  
 
1 Introduction 
While literature has established that networks contribute to entrepreneurship by 
extending the entrepreneur’s asset base, few studies have attempted to measure the 
value generated through networks, how this value may change over time or the 
processes by which entrepreneurs manage and extract value from network 
participation (Huggins and Johnston, 2009; Johannisson, 2000; Birley, 2000). 
 
Measuring network value is challenged by evaluation difficulties in attributing 
network benefits on the enterprise (e.g. McAdam et al; 2006; Aldrich and Zimmer 
1986; Dubini and Aldrich 1991; Larson 1991). The primary social or informal nature 
of networks increases the difficulty in tracking and measuring how networks allow 
entrepreneurs to assemble resources and capabilities for their new ventures (Malecki 
2012; Johannisson 2000). Another challenge is the need for a longer evaluation 
timeframe to identify tangible network effects on companies (Segal et al 1990). 
Measuring network value also requires defining the most relevant unit(s) of analysis 
to study, e.g. network, enterprise, entrepreneur, etc.  
 
In this paper, we measure network value through the perceptions of network 
stakeholders involved in a regional enterprise support network in the UK; a model 
whose origins derive from the Connect San Diego model that has been operating since 
1985. Employing a survey of 116 network stakeholders, this paper reports on changes 
in perceptions of network value over a two-year period and offers insights from six 
case studies drawn from the survey which examine in more detail how network value 
influences enterprise development.  
 
2 Background to Research 
Entrepreneurial networks are a popular strategic intervention for policy-makers where 
regional conditions and collective action to successfully develop and exploit new 
technologies have not developed ‘naturally’ (Malecki, 2012; Rosenberg, 2002; Porter, 
1998; Malechi and Todtling, 1995). Networks are amongst a number of policy 
prescriptions that attempt to emulate successful ‘entrepreneurial regions’ such as 
California’s Silicon Valley, Route 128 around Boston, MA. and Cambridge, UK 
(Brown et al, 2015; Cooper and Folta 2000; Shahidi 1998; Saxenian 1994, 1990). 
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Literature on agglomeration economies, national and regional systems of innovation 
and studies of technology clusters and regional innovative milieu provide a relevant 
context at the ‘regional networks’ level (Brown et al, 2015; Lundvall 1994; Cooke 
1996). An extensive literature suggests that the spread of innovations and commercial 
success is a function of the support that entrepreneurs can draw from the larger 
community as well as industry conditions (Malecki, 2012; Porter 1998; Saxenian 
1994; Van de Ven 1993). 
 
Socio-economic perspectives identify entrepreneurial success as collective 
achievements, influenced by the body of knowledge and expectations held by 
technical and economic agents involved with a new venture or innovation. This wider 
community is described in the literature by various terms: the ‘evolutionary 
environment’ (Dosi 1988), the ‘infrastructure for entrepreneurship’ (Van de Ven 
1993), the ‘sociotechnical constituency’ (Molina 1998), the ‘techno-economic 
network’ (Callon 1987) and the ‘value network’ (Christensen, 1997). A common 
feature of these concepts is their emphasis on the context within which those 
attempting to develop and commercially exploit new ideas gain support, knowledge 
and experience and develop capabilities, resources and exploitation strategies 
appropriate to the innovation’s distinctive requirements. 
 
Literature on the resource-based view of the firm (e.g. Nelson 1993; Penrose 1959) 
suggests that survival, growth and competitiveness are optimised when firms are able 
to identify and utilise local knowledge-based resources that include competencies, 
skills, routines and capabilities. This view identifies the importance of networks to the 
entrepreneur in accessing resources, knowledge and other capabilities and gaining 
legitimacy for the new venture (Birley and Stockley 2000; Johannisson 2000; Dubini 
and Aldrich 1991; Hansen 1995; Johannisson 1995). Pihkala et al (1999) suggest that 
networking develops higher order competencies of entrepreneurs, including 
communicating skills, cooperativeness, ability to share a vision, trust, ability to act as 
a network broker, customer orientation and ability to use market information. 
 
A body of literature stresses the importance of informal social contact as a starting 
point to knowledge acquisition for the entrepreneur, suggesting flows of value that 
can derive from exchange between network participants (Malecki, 2012; Larson and 
Starr, 1992). Starr and MacMillan (1991) suggest that entrepreneurs need to mobilise 
‘social resources’ because of liabilities that include size and lack of market 
legitimacy. Initial social contacts can evolve into business-focused networks, and then 
into strategic networks, which allow firms to innovate and to thrive by their links to 
other organizations (e.g. Butler and Hansen 1991; Aldrich and Zimmer 1986). 
Granovetter’s theory of network ties (1985) suggests that people with ‘weak ties’ are 
less likely to be connected to others or able to access network flows of information 
and exchange opportunities. However, Granovetter and Burt (1992) suggest that 
information obtained from weak ties is more likely to be unique, and such diversity of 
information can lead to the successful introduction of innovations into organisations.   
 
2.1 Measuring Network Value 
Although networks have become a popular intervention strategy, we find few studies 
that have taken the network as unit of analysis and attempted to measure network 
value. The comprehensive literature on network theory has focused more attention on 
exchange and dependency relations within networks, impacts or on structural 
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characteristics such as network size, density and strength of network ties (Malecki, 
2012; Huggins et al, 2012; McAdam et al, 2006; Granovetter, 1985; Burt, 1987).  
 
Literature suggests a number of methodological problems associated with analysing 
or measuring networks. Jonannisson (2000) suggests that networks are often taken for 
granted and not fully appreciated; in part because of the social or informal character 
of many networks. Application of network theory is made difficult by the various 
definitions, dimensions and variables used in network analysis. Literature suggests 
that there are many ‘types’ of networks serving different functions: formal and 
informal networks (McAdam, 2006; Birley, 2000), information, exchange and 
influence networks (Johannisson 2000), service, assistance and product development 
networks (Monsted 1993) and innovation and business networks, among others.  
 
Another problem relates to difficulties in establishing a causal relationship between 
networking and enterprise performance. Network researchers have for some time 
suggested the need to further explore how networks develop and evolve and to 
determine their effectiveness (e.g. Burt 1992; Hakansson and Johanson 1993; 
Saxenian 1994). Grandori and Soda (1995:184), for example, argue that the 
understanding of the initial stages of network development is particularly lacking.  
 
Drawing on the above gaps in the literature, this study seeks to address two research 
questions related to entrepreneurial networks. Firstly, what is the value that can be 
attributed to a regional entrepreneurial network? Secondly, how does network value 
change over time, as suggested by evolutionary network theorists, and what is the 
relationship between ‘types’ of network value, i.e. social, knowledge, resources, etc.?  
 
3 Methodology 
The research involves a three-year study of an network supporting technology-based 
entrepreneurship in the United Kingdom (UK).. The empirical data included network 
event attendance and network membership data during the support network’s first 5 
years, results from two survey questionnaires of stakeholders (years 3 and 5) to 
determine perceived value (social, knowledge and financial) arising from network 
activities and how this value changes over time (n=116), six case studies of 
enterprises active in the network, assessment of results of a survey of enterprises 
(n=35) seeking investment through the network’s annual Investment Conference, and 
semi-structured interviews from amongst a sample of survey respondents (n=52). 
During the three-year study, over half of the support network constituency were 
involved as respondents. In this paper, we will focus primarily on findings from the 
value survey. 
 
The research approach attempted to overcome a number of methodological difficulties 
for evaluators of networks identified in the literature. The study draws upon process 
evaluation guidelines, described as most appropriate for ongoing assessment of 
perceptions of people, the context or milieu where they are found and the less 
understood social processes in operation (e.g. Rossi et al 1979; Bulmar 1986; Gregory 
and Martin 1996). The study also deploys an action research approach to data 
collection; identified as most appropriate when studying change, when the researcher 
is a participant in the change process and when an intervention technique is being 
evaluated (Foote Whyte 1991).  
 







 4


3.1 Case Description 
The unit of analysis is an enterprise support network established in the United 
Kingdom (UK) and modelled after a well-established US network (Connect San 
Diego), which has been operating since 1985. Similar to the origins of the US model, 
justification for establishing the UK network was a perceived lack of interaction 
between key regional stakeholders supporting technology-based enterprise. The 
objective was to facilitate interactions amongst a variety of communities (e.g. 
constituents): including entrepreneurs, technologists, scientists, financial 
intermediaries and equity capital providers, business consultants, accountants, 
lawyers, etc. and to bridge the knowledge gap between these communities.  
 
The enterprise support network is membership-based. Sponsors contribute funding - 
£3000 fee per year - while members are entrepreneurs, companies and individuals 
paying a small fee of £100 per year in exchange for access to events, receipt of 
newsletter and the opportunity to present their ideas at scheduled investment events. 
The support network management team is comprised of a CEO, three regional 
managers, two support staff and an active advisory board representing four categories 
of members (entrepreneurs/enterprises, sponsors, universities, others).  
 
The network constituency represents 169 organisations (63 sponsors and 106 
entrepreneurial ventures) and 35 individual members. A five-fold increase in 
members following its first year of operations suggested that the network is delivering 
benefits. The level of annual renewals among sponsors is also high; almost 100%. 
Although anecdotal evidence suggests that network growth and membership retention 
are associated with network value, this study seeks to establish the empirical evidence 
and to broaden the research question regarding how to measure network value flows.  
 
To achieve its aims, the network delivers an evolving program of 6 events. Each event 
plays a specific purpose for specific target audiences and they combine to fulfil the 
targets of the overall program. Three recurring types of events are central to a regional 
constituency mandate: technology briefings, enterprise workshops and meet the 
entrepreneur events.  This is because the majority of network members come together 
at these three events. Recurrent events are delivered on a monthly basis at four main 
urban centres in the region. The other three events support entrepreneurs in raising 
investment (e.g. bootcamp, springboard and an annual investment conference).  
 
3.2 Measuring Network Value  
The focus of this study is to assess the value of the network, as perceived by its 
stakeholders, and to understand how value may change over time. Three ‘value flows’ 
were identified from the network’s recurrent events. Knowledge value was an 
overriding expectation of all events, with financial value also pursued explicitly. At 
the same time, social value was central to the support network’s mandate - with the 
expectation that interactions, social contacts and building of relationships between 
people are the starting point for business-focused activity and outcomes.  
 
Social, knowledge and financial value flows were then decomposed into topics aimed 
at capturing a gradation of impact or value added by the network. From these 
resulting topics, a total of 20 indicators were chosen for the three value dimensions, 
with each indicator rated using a modified Lickert scale. Table 1 presents the value 
survey. 
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Table 1: Network Value Survey 


We wish to establish the benefit of your participation in the network for you or your organisation.  
Using the following scale below, please rate the relevant items of “social value,” knowledge value” 
and/or “financial value.” 


1 (not at all)  2 (to some extent) 3 (most definitely) 
4 (not so far) 5 (not so far, but I expect to in future) 6 (this question is not relevant to me) 


SOCIAL VALUE 1 to 6 
1. I met interesting people who share my interests and concerns
2. I feel part of a  network of people for advice and contact
3. I have established contacts with potential clients  
4. I have established contacts with potential suppliers of services  
5. I have established contacts with potential partners  
6. I met people looking to develop their business  
7. I met people looking to provide me with valuable advice   
8. I met people who will back and invest in my idea or product  


KNOWLEDGE VALUE 1 to 6 
1. I have learnt relevant information for my  business  
2. I have introduced my technology/product to a highly relevant audience  
3. I have learnt about new technologies/developments important to my business  
4. I have learnt about how to protect my intellectual capital (e.g., IPR)  
5. I have learnt new management skills   
6. I have learnt about training and support opportunities   
7. I have learnt about writing business plans  
8. I have entered into talks for patenting, licensing or transfer of a technology   
9. I have entered into talks for a  potential R&D collaboration   
10. I have entered into talks leading to a potential spin out company  


FINANCIAL VALUE 1 to 6 
1. I have made good contacts with entrepreneurs   
2. I have made good contacts for me to potentially invest in a new businesses   
3. I have given valuable information to a new business   
4. I have invested in a  new technology or product  
5. I have obtained valuable financial information   
6. I have learnt about the financial value/risks of my product  
7. I have made  good contacts with venture capitalist, business angels  
8. I have entered into talks with potential investors in my technology or business  
9. I have obtained financial backing for my product  
 
Employing a sample of active network constituents (n=116), the value survey is 
designed to capture changes in perceptions of network value over a two-year period 
(years 3 and 5 of the network). To avoid sample bias, sample selection involved two 
different samples of similar stakeholder groups using the same survey and 20 
indicators. Guidelines were adopted from Child (1990), who suggests that samples 
need to be taken from a homogeneous population, as factors may be specific to each 
population. Child cautions that crossing populations requires an interpretation that 
defines attributes appropriately. Survey results were compared using cross-tabulation 
and Pearson’s chi-square to qualify the significance of changes to social, knowledge 
and financial value dimensions and to each of the 20 contributing value indicators.  
 
Survey data has been ‘cleaned’ by removing ‘not-applicable’ responses and collapsing 
the non-affirmative responses (‘not so far’, ‘not so far but I expect to in the future’, 
and ‘not at all’) into a single category, that creates three categories that include ‘most 
definitely realised’ and ‘realised to some extent’ affirmative categories. This 
reconfiguration of response categories provides a robust assessment of the survey data 
set from which to examine changes to network value dimensions. 
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Case study analysis involved a cross-section of technology companies (n=6) 
purposefully sampled from the survey respondents to capture more in-depth evidence 
of actual effects of the network on entrepreneurial firms and provide some cross-
industry validation of network effects. This involved semi-structured interviews with 
each founder as well as other senior managers. Cases reflect a variety of different 
technology sectors: Case A: computer software; Case B: biotechnology testing kits; 
Case C: microprocessor-based electronics; Case D: data storage; Case E: diamond 
coating materials; Case F: specialised molecular technologies. 
 
4 Findings 
Table 2 compares affirmative responses to each of the three value dimensions from 
survey 1 and survey 2. Affirmative responses to social value have remained 
proportionally the same, decreasing in ‘most definite’ and increasing in ‘to some 
extent’ response categories by almost identical levels (7.1 and 7.0). In contrast, 
affirmative responses to knowledge value have increased proportionally. Affirmative 
responses to financial value demonstrate the most proportional change between 
surveys and produce the most statistically significant chi-square value.     
 


Table 2: Survey Comparison: Network Value Dimensions 
Value Dimension Social Knowledge  Financial 
Proportion of ‘Most Definite’ Affirmative Responses to Total 
Responses 


38.8 12.9 11.2 


Survey 1 41.8 7.5 6.0 
Survey 2 34.7 20.4 18.4 
Change -7.1 +12.9 +12.4 
Proportion of ‘To Some Extent’ Affirmative Responses to 
Total Responses 


55.2 44.8 37.1 


Survey 1 52.2 46.3 25.4 
Survey 2 59.2 42.9 53.1 
Change +7.0 -3.4 +27. 
Pearson Chi-Square Value 9.952 4.350 18.526 


 
Figure 1 shows that knowledge and financial value have increased in greater 
proportion to social value over the two years between surveys.   
 


Figure 1: Changes to Network Value Dimensions: Total Affirmative Responses 


 
Although social value retains the greatest proportion of affirmative responses overall, 
this level has decreased slightly in survey 2 while the proportional difference between 
social value and knowledge and financial value has reduced. Figure 1 also shows that 
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financial value has overtaken knowledge value in terms of total affirmative responses, 
but that the increases in knowledge and financial value have occurred while 
maintaining a consistent level of social value. 
 
The proportional changes to the three value dimensions suggests that business-related 
exchange is occurring at a greater level within the network between survey 1 and 
survey 2. One explanation, based on the higher level of social value in survey 1, is 
that social investment activities of individual stakeholders are now realising specific 
business benefits (Greve and Salaff, 2003; Johannisson 2000; Burt 1992).  
 
Another explanation is network management is evolving into a more efficient 
facilitator of business exchange (Hakensson and Snehota 1995). The network’s high 
retention rate of sponsors may be developing into a supportive network community 
more elaborately connected and willing to facilitate knowledge and financial value 
exchange more readily amongst themselves. Greater familiarity among institutions 
and their staff at events may in turn facilitate a greater level of knowledge and 
financial value exchange between sponsors and members.  
 
The following sections summarize each value dimension and related value indicators 
to offer a more refined assessment of changes to social, knowledge and financial 
value dimensions described above. 
 
4.1.1 Social Value  
Table 3 identifies proportional increases in more demanding social indicators of ‘met 
potential backers of my idea’ and ‘gave valuable advice’ compared to survey 1, where 
affirmative responses accumulated towards less demanding indicators. Less 
substantive increases occurred in affirmative responses to ‘met potential partners’ and 
‘met potential clients’.  
  


Table 3: Social Value Indicator Changes: Affirmative Responses (n=116) 
Indicator Met 


Interesting 
People 


Feel Part 
of a 
Network 


Met 
Potential 
Clients 
 


Met 
Potential 
Service 
Providers 


Met 
Potential 
Partners 


Gave 
Valuable 
Advice 


Met 
Potential 
Backers  


Proportion of ‘To 
Some Extent’ 
Responses to Total 
Responses  


41.6 48.2 29.2 34.0 29.2 46.7 29.9 


Survey 1 47.7 46.8 25.8 32.8 25.4 40.4 25.6
Survey 2 33.3 50.0 35.3 35.6 34.0 53.5 35.3
Change -14.4 +3.2 +9.5 +2.8 +8.6 +13.1 +9.7 
Proportion of ‘Most 
Definite’ to Total 
Responses 


51.3 39.1 25.0 16.5 21.7 17.8 7.8 


Survey 1 44.6 37.1 21.0 19.0 25.4 14.9 4.7 
Survey 2 60.4 41.7 32.4 13.3 17.0 20.9 11.8
Change +15.8 +4.6 +11.4 -5.7 -8.4 +6.0 +7.1 
Pearson Chi-Square 
Value 


2.793 1.495 3.903 .586 1.516 3.585 2.695 


 
Findings in Table 3 suggest that increases in more demanding social value indicators 
are the result of improved levels of social exchange within the network. When 
comparing different network constituents, we observe increases in social exchange 







 8


indicators in survey 2 for sponsors, where client contact responses have increased, 
while for universities, client, service provider and partner contacts have all increased. 
Similar to survey 1, sponsors rate client contacts highest while universities rate 
partner contacts highest. The increase in social exchange indicators in survey 2 could 
suggest universities are taking a more active approach to social relationship building.  
 
Interview data suggests that sponsors perceive the network as a valuable forum for 
social exchange, as one sponsor calls it, “an inexpensive network that creates good 
dialogue for support.” Another sponsor identifies the social and business networking 
benefits, stating: “I expect to meet with entrepreneurs and have exposure to new 
technology business ventures, while also networking with peers”. For universities (all 
thirteen universities in the region were members of the network), social capital is 
viewed as a requirement for “gaining access to supporters of high technology”. 
Another respondent states: “I expect that my social contacts will lead to collaboration 
and investment, so good networking is pivotal.”  
 
Company perceptions of social value demonstrate wider variation compared to other 
network constituents but the most frequent response is an expectation that social 
relationships developed in the network will lead to business relationships. One 
entrepreneur stated: “I expect the network to provide contacts for partners, investors 
and customers”. An entrepreneur who has attended network events since network 
inception states: “the network does a good job bringing technology people in contact 
with investors and to increase awareness of the sector.” 
 
4.1.2 Knowledge Value 
Table 4 identifies changes in knowledge value indicators between the two surveys.  
 


Table 4: Knowledge Value Indicator Changes: Affirmative Responses (n=116) 
Indicator Learnt of 


Business-
related 
Information 


Introduced 
Business/ 
Technology 
to Relevant 
Audience  


Learnt of 
Technologies 
Relevant to 
my Business 


Learnt of 
Protecting 
IP, 
Licensing, 
etc. 


Learnt of 
Training 
and 
Support 
Programs 


Learnt 
Business 
Skills 


Proportion of ‘To 
Some Extent’ 
Responses to 
Total Responses  


47.7 22.4 51.9 35.6 50.5 40.0 


Survey 1 54.0 15.9 60.0 32.7 50.0 36.0 
Survey 2 39.6 31.3 41.3 39.5 51.1 45.7 
Change -14.4 +15.4 -18.7 +6.8 +1.1 +9.7 
Proportion of 
‘Most Definite’ to 
Total Responses 


45.9 23.7 24.5 13.8 7.2 14.1 


Survey 1 41.3 20.5 21.7 14.3 5.8 12.0 
Survey 2 52.1 28.1 28.3 13.2 8.9 17.1
Change +10.8 +7.6 +6.6 -1.1 +3.1 +5.1
Pearson Chi-
Square Value 


2.425 4.228 3.832 .436 .433 1.862 


 
Table 4 shows that business-related knowledge and information on relevant 
technologies remain the two most highly rated knowledge indicators. However, a 
noticeable decrease from survey 1 to 2 in proportional affirmative responses to these 
two indicators may suggest that the network is not meeting the needs of certain 
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sectors or over-emphasising others, which may be the result of changing market 
conditions for different technology sectors between the surveys. This drop in 
affirmative responses might also suggest that event topics are losing their ‘newness.’ 
 
Findings also identify an increase in affirmative responses to knowledge value by 
universities, particularly to the response ‘learned about information on intellectual 
property (IP) and licensing;’ suggesting a more active role played by universities in 
the network from survey 1. Sponsors in survey 2 are more explicit on the knowledge 
value of the network. A common theme in responses between the two surveys is a 
perception of the network as a place to obtain advice and ideas on technologies and 
business. One respondent states: “we judge [the network] by the knowledge of 
technology and the contacts that we acquire. I think that [the network] does an 
excellent job for technology companies”.  
 
4.1.3 Financial Value 
Table 5 shows changes in financial value indicators. As noted earlier in Table 2, 
affirmative responses to financial value demonstrate the highest proportional change 
between surveys compared to social and financial value indicators. This suggests that 
the support network is more oriented to doing business, when observing proportional 
affirmative increases in Table 5 to more demanding financial indicators such as 
‘obtained investment’ and exchange indictors of ‘gave’ and ‘received valuable 
financial information’. The proportional increase in social contact indicators i.e. with 
investors and entrepreneurs, suggests that high levels of social exchange indicators are 
related to investment.  
 


Table 5: Changes in Financial Value Indicators: Total Affirmative Responses 
(n=116) 


Indicator Obtained 
Valuable 
Financial 
Info. 


Learnt 
Value of  
Product/ 
Service 


Good 
Contact 
with 
Investors 


Obtained 
Investment 


Good 
Contact with 
Entrepreneur 


Gave 
Valuable 
Financial 
Info. 


Have 
Invested  


Proportion of ‘To 
Some Extent’ 
Responses to 
Total Responses  


38.5 35.8 36.4 19.5 40.6 29.9 4.8 


Survey 1 32.0 28.9 36.2 15.9 31.0 32.6 5.4 
Survey 2 45.7 44.4 36.7 24.2 52.1 26.8 3.8
Change  +13.7 +15.5 +0.5 +8.3 +21.1 -5.8 -1.6
Proportion of 
‘Most Definite’ to 
Total Responses 


8.3 3.7 33.6 11.7 26.4 23.0 11.1 


Survey 1 0 0 29.3 2.3 22.4 6.5 8.1 
Survey 2 17.4 8.3 38.8 24.2 31.3 41.5 15.4 
Change +17.4 +8.3 +9.5 +21.9 +8.9 +35.0 +7.3 
Pearson Chi-
Square Value 


14.200 6.988 1.596 10.975 10.749 15.668 .865 


 
When comparing different constituents, companies are identified with an increase in 
‘obtained investment’ and ‘made good contact with entrepreneurs’ We observe an 
increase in university responses to ‘learnt financial value of technologies’ and 
‘obtained investment’; universities also show the highest affirmative response 
increases on ‘making contact with investors’ and ‘learnt financial risks of my 
product.’ However, universities represent the lowest level of ‘gave valuable financial 
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information.’ This support an earlier observation from survey 1 that universities may 
be less active in reciprocal exchange activities than other network constituents. 
 
Sponsor comments in survey 2 continue to identify expectations of deal flow from 
attendance at network events. One sponsor states her expectations: “As a sponsor, we 
would ideally like to get early sight of opportunities, and we perceive of [the network] 
as a ‘shop window’ for early stage opportunities”. Another sponsor explains: “Our 
firm expects to make contacts in the technology sector which will be a catalyst for 
new business.”  
 
Companies in survey 2 continue to identify their expectations of finding investor at 
recurrent events.  One company respondent states: “My expectation is that I will meet 
potential investors. I feel that this has been achieved.” Another respondent describes 
the value realised through investment events: “The Investment Conference definitely 
helped my company in its fund-raising experience.” 
 
Drawing upon case study findings, we observe that each of the six companies was 
active in engineering its own ‘support constituencies’ that reflects its vision of the 
market opportunity. We also observe that network value appears most pronounced in 
its formative years. Case A, for example, identifies the ‘gradual diminishing value’ of 
the network as company growth and evolving challenges necessitate new skills and 
resources that pushed staff to seek other forums and networks. Each of the three 
Directors of Case A identified a steep knowledge curve upon network engagement, 
whereby information and knowledge on company formation issues were most 
appropriate and readily absorbed. However, the Directors concede that they 
personally seek value in other support communities.  
 
5.0 Discussion 
Survey and case study results suggest that the support network is improving the level 
of social capital developed regionally and the quality of social exchange between 
entrepreneurs, investors and others and the provision and receiving of valuable 
financial information. Established social ties provide the atmosphere of credibility and 
trust that are considered prerequisites for knowledge sharing and development of 
business relationships that include investment. Five of the six case study companies 
rated social value as most important in both surveys, with knowledge and financial 
value ratings increasing in survey 2.  
 
We suggest that that developing social capital for a technology entrepreneur is 
particularly important in this study, as technology entrepreneurship is highly 
concentrated geographically in the region, with a 45-minute drive between the two 
primary urban centres. This close proximity facilitates familiarity among innovators, 
entrepreneurs and young companies. As well, the small number and proximity of 
service providers and investors means that many of these people know each other 
through professional contacts. Dense social contacts among those ‘holding resources’ 
highlights the importance of ‘who you know’ in the regional context (e.g. Malecki, 
2012; Cooper and Folta, 2000). 
 
In comparing the two value survey results, financial and knowledge value flows have 
significantly increased in between surveys while maintaining a consistent level of 
affirmative social value, supporting literature suggesting that social interaction and 
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acquaintances tend to precede exchanges and collaborations involving resources 
(Larson and Starr 1993).  
 
We find that each of the commercial-related knowledge indicators has increased, and 
this increase is greater among sponsors and universities than anticipated. We expected 
that technology transfer personnel and service providers would already possess a high 
level of commercial knowledge compared to entrepreneurs and companies. Findings 
show an evolving level of social exchange between entrepreneurs, investors and 
others and the provision and receiving of valuable financial information that are 
explicit components of financial value indicators. Also identified was a notable 
increase to the question “have obtained investment.” 
 
In comparing social and financial value indicator data, we observe a high correlation 
between social and financial indicators, as shown in Table 6. Pearson’s Product 
Moment Correlation Coefficient (r) was used to measure interval variables (Bryman 
and Cramer 1994), which shows significant correlation in the exchange of social, 
knowledge and financial value, using both surveys as a single sample.  However, 
causal relationships cannot be inferred from correlation alone (Childs 1990) as some 
test scores are the products of processes – such as thinking or perceiving.  Thus, we 
consider these scores in the context of other study data and evidence.  
 


Table 6: Correlation between Social and Financial Value Indicators (n=116) 
Social Indicators Survey 1 Financial Indicators Survey 2 Correlation 


(Pearson’s 
PM) 


Significance 
Level 


(Social) Made good contacts 
with investors  


(Financial) Obtained investment 
for my business 


.546 .01 


(Social) Met potential backers 
of my idea/product 


(Financial) Obtained investment 
for my business 


.497 .01 


(Social) Introduced my 
technology to a highly relevant 
audience 


(Financial) Obtained investment 
for my business 


.450 .01 


(Social) Made good contacts 
with entrepreneurs 


(Financial) Invested in a new 
technology or business 


.366 .01 


 
The observed changes in perceptions of network value between years 3 and 5 suggest 
an overall higher level of value provision to constituents. Table 6 suggests that 
development of positive social relations is important for both investors and those 
seeking investment. This provides further evidence that social value is evolving, i.e. 
from social ‘business-inclusion’ indicators of ‘meeting interesting people’ and 
‘feeling part of a network’ to more ‘business-generating’ social indicators of ‘meeting 
potential backers of one’s idea’ and ‘receiving valuable advice’.  
 
The observation that technology companies show the greatest variations in 
perceptions of network value suggests the evolving needs of companies when 
measured at different points in time. Further, network value appears most pronounced 
in the early stage development of companies. These observations align with theories 
of social capital (Malecki, 2012; Granovetter 1982; Burt 1992) that suggest that 
people invest in social opportunities from which they expect to gain or profit. All 
network stakeholders bring to the network a history of business transaction 
relationships and associated expectations with regard to future business transactions, 
referred to by Berger et al (1995: 1999) as ‘temporal embeddedness’. As personal and 
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business interests are presented to others and the potential for mutual exchange 
explored in the network, stakeholders will consider costs and benefits of exchange 
 
Our findings suggest that Zajac and Olsen’s (1993: 137) principle of ‘joint value 
maximisation’ could be applied to network management, whereby the focus for 
transactions is on exchange partners and the emphasis on collective value. The 
support network in this study manages what network theorists argue is the 
fundamental benefit of networks - the linkages and contact among people and 
institutions that provides opportunities for exchange of valued resources, including 
information, knowledge, skills, expertise and investment (Malecki, 2012; Starr and 
MacMillan, 1990). We observe that formal network governance includes identifying 
the attributes of each network stakeholder group and promoting explicit benefits 
expected to attract them to the network. By gathering different communities together, 
the network can create an "integrated learning environment."  
 
We find that offering recurrent events, as the primary managed network activity, 
reinforces social interaction, knowledge transfer and reciprocal value exchange. 
Managing a mix of constituents at each event provides a level of institutional linkage 
(Eisenberg et al 1985) where information, resources and capabilities exchange 
without the need to involve the same representative personalities. Replicating this 
‘knowledge transfer’ mechanism to four centres in the region provides a channel for 
migratory knowledge (Badaracco 1991) and a representative linkage (Eisenberg et al 
1985) in promoting the network but also creates consistency of information flow 
throughout a region to similar categories of stakeholders. 
 
6 Conclusions 
The paper makes three notable contributions to entrepreneurship research on 
networks. First, it identifies the importance of interrelated flows of value - social, 
knowledge and financial - which attract and maintain a network constituency over 
time. A number of contributing factors facilitate value flow: an appropriate mix of 
support constituents, frequency of attendance that affects the accumulated institutional 
and individual embeddedness in the network; intensity of network intermediation and 
economic conditions that will influence the support to different technology sectors.  
 
Network value flows reflect a combination of self-managed exchange expectations 
motivating constitunents’ levels of social engagement and intermediated value 
provision offered through the network. Findings suggest that meaningful and valued 
exchange between stakeholders is influenced by perceptions of the network as a 
neutral, apolitical and effective social environment. High levels of trust within the 
network appears to have a significant impact on the level of interaction amongst 
stakeholders and consequent social, knowledge and financial value flows over time.  
 
Second, we identify the importance of ‘reciprocal value exchange’, whereby each 
network constituent expects to benefit from network engagement. This perception 
attracts as well as retains network participation. Recurrent network events facilitate 
this exchange process, leading to knowledge transfer between and among network 
participants. More direct value exchange is facilitated by network managers providing 
introductions; particularly on behalf of nascent entrepreneurs.  
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Third, we find that entrepreneurs over time use the network as discriminating 
consumers and self-manage the different value dimensions; in other words, each 
entrepreneur engineers his/her own ‘support constituency’ that reflects their vision of 
the market opportunity. Such self-managing behaviour gives support to Williamson’s 
(1985) suggestion that transaction cost considerations motivate entrepreneurs to 
minimise communication, information search and other costs associated with seeking 
resources, capabilities and customers. We find a high correlation between social and 
financial indicators from the value survey, which suggests that entrepreneurs who 
develop positive social relations are more successful in securing investment from 
other network constituents.  
 
Finally, the paper contributes to network theory in identifying how value flows 
strengthen a networking model and its transferability across different regions. The UK 
network and its US parent represent a conscious attempt to construct and manage a 
network constituency that stimulates mobilisation of various local actors in support of 
technology-based entrepreneurship - and which facilities social, knowledge and 
financial value flows through a portfolio of events. Given that network value appears 
most pronounced for entrepreneurs in the formative years of their enterprises, this 
suggests that such networks need to ensure a regular supply of promising new 
enterprises if the objective is to sustain the network over time.  
 
6.1 Research Limitation and Future Research 
Given that network stakeholders may be active across other networks, there may be 
bias in attributing value to any one particularly network. Although the study 
attempted to survey the most active network participants, there remains a challenge in 
defining boundaries when network members are also members of other networks. 
Future research could be undertaken using factor analysis to examine the possible 
underlying structure in the social, knowledge and financial sets of interrelated 
variables of network value and the relatedness of indicators for each.  Factor analysis 
would be used to confirm whether the indicators developed for each dimension 
(social, knowledge, financial) are related to each other.  
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Entrepreneurship as Design? Designers and New Business Creation 
	


ABSTRACT  
  
Entrepreneurship has been loosely associated with notions of design often related to 
organisational design, however in the last decade design and design methodologies have been 
employed in firms in strategic and operational levels and in business model development. 
Recent research examining how firms establish and then reconfigure their business models 
discusses notions of design and design elements and the application of design elements in value 
creation and value capture processes. Research also shows that firms which capture a deeper 
appreciation of the unmet needs of their customers, become more aware of the relevance of the 
value proposition of their company and engage in new practices to improve their competitive 
advantage. Building on findings that indicate that design and design thinking can assist SMEs 
engage in strategic renewal, we propose a research agenda to explore the interface between 
design and entrepreneurship. This paper examines literature on entrepreneurship and design 
and develops propositions for further research. 
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INTRODUCTION	
	


Research identified that entrepreneurs and entrepreneurial firms often use processes 
such as improvisation, bricolage or effectuation to explore and exploit business opportunities 
(Baker & Nelson, 2005; Senyard, Baker, Steffens, Davidsson, 2014). To a large extent, these 
processes are all elements of design methods that firms use to create and test new possibilities 
in the marketplace (Brown, 2009; Brown & Martin, 2015; Kolko, 2015). The positive effects 
of design intervention programs established to generate new entrepreneurial activity in small 
and medium enterprises, has received some attention. Findings that firms that engage in design 
intervention programs generate new economic activity, resulting in strategic renewal or a new 
business model.  


The value of design to business is well-established internationally and enacted through 
programs such as the United Kingdom’s Design Council Designing Demand, where an 
evaluation of its Designing Demand program, found the return on investment was 25:1; New 
Zealand’s Better by Design program (2010) which since its 2005 establishment, is reported to 
have achieved its target of 5x50x500x5 (in five years, with 50 participating companies 
delivering NZ$500 in exports and growing at five times the NZ GDP rate), and with industry 
demand, had expanded its offerings. Although a significant amount of literature focuses on the 
value of design to business, often much of this work has focused on the value of design to new 
product development or on the evaluation of specific programs aimed at enhancing the 
competitiveness of firms through product and design. The findings from this study will 
contribute to a deeper and broader understanding of the implementation of design methods and 
process as contributions to strategic renewal of SMEs. 


Recent research identified that firms in declining industries that demonstrate high-
growth tend to develop customer value propositions that provide customer value beyond 
incumbent firms, often providing total customer solutions, and also communicate these value 
propositions in aggressive, succinct and timely ways (Chandler, Broberg & Allison, 2014).  To 
a large extent, the mechanisms of how successful firms develop customer value propositions 
and how such mechanisms can be enhanced to develop entrepreneurial capabilities in firm are 







not well established. As the explicit purpose of using design at a strategic level is to develop 
better and more relevant customer value propositions for better firm performance, we explore 
potential links between entrepreneurship and design for value creation. 


This paper extends the cognitive approach to entrepreneurship and its focus on 
analogical reasoning and conceptual combinations by exploring the mechanisms of human 
centered design as pathways to the potential development and implementation of customer 
value propositions for total customer solutions. The paper is structured as follows. First we 
briefly review entrepreneurship and design separately and then identify common and distinct 
processes and cognitive mechanisms. We then develop propositions for the potential 
contributions of design to new enterprise development and propose areas for further 
investigation and a research agenda 


 
Theoretical Background 


The purpose of investigating design and entrepreneurship is to identify ways in which 
firms create value, directly and indirectly for themselves and their customers.  Creating and 
capturing value in the business world is related to business models which rethink or reframe 
within a paradigm as well as business which break paradigms and create new business models. 
Explicit examination of entrepreneurship processes of discovery and exploitation will be 
enhanced through better articulation of creative processes involved and design thinking in 
solution generation, perhaps leading to new ideas, new ways of working, and new forms of 
value creation activities, that will benefit from prototyping and testing before formally launch. 


 
ENTREPRENEURSHIP AS A PROCESS 


Entrepreneurship as a process includes the generation and discovery of ideas and 
opportunities, and the exploitation of such opportunities are recognized to be key components 
of entrepreneurship. Recent research on entrepreneurship as a process uses the metaphor of an 
entrepreneurial journey broadly focused on new economic activity (McMullen & Dimov, 
2013). Entrepreneurship can be influenced by factors that are internal or external to the firm 
(Bhave, 1994).  Business ideas may be externally stimulated decisions, such as a desire to start 
a business, or an internal search for business opportunities. The development of a solution from 
the experience of problem-solving and the knowledge that others have the same problem and 
are happy to pay for a solution may provide opportunities to apply the new skill in a particular 
problem-solving activity, and also generate potential business opportunities, in areas as diverse 
as the IT industry and hospitality.  


Some authors suggest that entrepreneurship can be understood as a 4-P framework, 
where the four major components of entrepreneurship are: pioneer, denoting the entrepreneur 
as an innovator or champion for innovation; perspective, denoting the entrepreneurial mindset; 
practice, denoting the entrepreneurial activities; and performance, denoting the outcome or 
result of entrepreneurial actions and activities (Ma & Tan, 2006). Other approaches to 
entrepreneurship include improvisation (Hmieleski & Ensley, 2004), bricolage (Baker & 
Nelson, 2005: Senyard et al, 2014), where individuals make do with existing resources, 
capitalizing on existing resources in a non-standard way, and bootstrapping (Bhide, 1992), 
where an entrepreneur may use this/her own resources and resources of friends and family to 
launch an enterprise.   


An analysis of entrepreneurship identified up to 23 different gestation behaviors, and 
argues that it is conceptually possible to differentiate these into two related sub-processes, 
discovery and exploitation (Shane and Venkataranam, 2000).  Discovery is itself a process, and 
is thought to include idea generation, opportunity identification, opportunity detection, 
opportunity development, and opportunity refinement (Davidsson, 2006). A venture idea is 
usually not formed as a complete and changeable entity as a sudden flash of insight. The 







discovery process usually includes: ideas about value creation, ideas about value appropriation, 
development of commitment to and identification with the start-up on the part of key actors, 
and activities such as planning, making projections, and the gathering and analysis of 
information.   


Exploitation in the context of entrepreneurship, describes the action side of venture 
development where ideas are implemented (Davisson, 2006). Specific behaviors which are 
categorized as exploitation include: efforts to legitimize the start-up, efforts to acquire 
resources, efforts to combine and coordinate these resources through the creation of a 
functioning organization, and efforts to generate demand through marketing and contacts with 
prospective customers. While the processes of discovery and exploitation are discussed 
separately, in fact they may occur in parallel or even iteratively.  


Many studies of entrepreneurs have examined existing entrepreneurial firms, and some 
authors contend that the selection of existing firms may introduce success bias, and therefore 
perhaps a more useful approach would be to study individuals with a propensity to 
entrepreneurship or nascent entrepreneurs. Criteria for selection in such studies may include 
individuals who initiate at least one gestation activity directly related to the formation of a new 
business, such as conducting a market survey, producing a prototype, or obtaining legal rights 
(Carter, Gartner, & Reynolds, 1996). Davidsson & Honig (2003) argue that this focus on 
individuals who have recently made a declaration or decision to begin a new enterprise 
provides an opportunity to examine the resource requirements, activities, and environmental 
constraints and supports provided in the activity.  


Previous start-up experience, business networks, and the environment in which such 
processes occurs may be as important as the individuals involved in the identification of the 
opportunities. Previous start-up experience is identified as a good predictor of individuals 
likely to become nascent entrepreneurs among the general population (Davisson & Wiklund, 
2001). Nascent entrepreneurship studies found that variables that were consistently strong and 
statistically significant across the 18 month time span of the study were “previous start-up 
experience” and “being a member of a business network”. This organizational networking 
variable was the strongest coefficient in each of the three time periods, suggesting that the 
importance of organizational network relations is a constant factor in successful nascent 
emergence (Davisson & Wiklund, 2001). 


The challenge is to match the entrepreneurial process to the characteristics of the idea, 
the environment and the person (Davidsson, 2006). The better the fit between processes and 
other elements of entrepreneurship and the higher the degree of uncertainty inherent in the 
process, the more important it is to take small trial steps forward at as small a cost as possible, 
and to remain open to considering the business idea and the way to implement it until a concept 
that truly works has been found.  


There is no average in entrepreneurship (Gartner, 1993) and no singular winning recipe. 
However, factors identified as influencing entrepreneurship include an ability to evaluate 
venture ideas and environments in order to assess whether systematic and planned process 
applies, where a systematic search for ideas related to their prior knowledge, experiences, and 
interests is carried out, or whether a more iterative and flexible approach is called for 
(Davidsson, 2006). Networks and their effects on entrepreneurship remain important areas of 
contemporary research, particularly in areas of network content, governance, and structure, and 
their emerging patterns over time (Hoang & Antoncic, 2003). 


Much of the literature on entrepreneurship discusses the importance of planning in 
enterprise development. In contrast, Sarasvarthy (2001) argues that entrepreneurship, rather 
than being a causation process, is a more emergent process relevant to the attributes of the 
individual and named this emergent and interactive process an effectuation process. An 
effectuation approach contends that entrepreneurs largely face uncertainties, not just of ideas 







and value, but also uncertainty about outcomes and uncertainty about goals, and it is often not 
clear which elements of the environment to pay attention to and which to ignore (Sarasvathy, 
2008).  The four principles of the effectuation model focus on:  


• affordable loss rather than expected returns  
• strategic alliances rather than competitive analysis  
• exploitation of contingencies rather than pre-existing knowledge 
• control of an unpredictable future rather than predicting of an uncertain one.  
 
Research indicates that everyone has the potential to be an entrepreneur given the right 


set of circumstances. Indeed, Davisson suggests “the research based evidence suggests that 
people faced with an opportunity that suits them, and in interaction with people with 
complementary skills, most people would be able to pursue a successful career as 
entrepreneurs” (Davidsson, 2006, p. 2). These sentiments are supported by McMullen & 
Dimov (2013) who contend ‘anyone can be an a priori entrepreneur’ (2013, 1497). 


Hence the potential for entrepreneurship is not limited to a small number of select 
people but is much more universal, even if not commonly recognized. Furthermore, 
entrepreneurs need skills of persuasion to convince others from family to friends to bankers 
and investors to pursue their ideas and launch new enterprises. The need to create environments 
for entrepreneurship was raised by some large companies in an attempt to generate new ideas 
in new product development and sometimes new business models (Wetlaufer, 1999).  
Empirical research on entrepreneurship as a process is more limited (McMullen & Dimov, 
2013) although there is growing interest in this approach.  
 


DESIGN AS A PROCESS 
 
In investigating design, we review understandings of design and design thinking, not in 


the context of industrial design, but as an approach to the world. Design, design thinking, and 
a design attitude, where designing could be translated as developing new alternatives, have not 
often been studied in this context. Here, the focus is on finding some of the best possible 
solutions given skills, time, and resources. It is taken for granted that design will generate new 
possibilities, and hence design has some similarities with improvisation and bricolage.   


Design involves purposeful behavior which is targeted toward certain goals and the 
creation of solutions. The goal of design may be to solve a problem that affects one or many 
people. In the design field, design is not seen as the prerogative of a select few. On the contrary, 
Lawson argues, “We all can and do design; we can learn to design better” (Lawson, 1997, p. 
vii). A similar view is presented by Simon who contends that “Everyone designs who devises 
courses of action aimed at changing existing situations into preferred ones” (Simon, 1988, p 
67). 


Design processes are a way of thinking and doing, a perspective which is open to the 
challenge of developing new ideas, products, and processes, and includes playing and 
experimenting with multiple ways of working.  Design thinking is often used for situations or 
problems which are ill-defined or complex, and design problems are usually among the most 
complex and ill-structured kinds of problems encountered in practice (Buchanan, 1992). 
Within the conception of design understanding, it is well understood that there is no one right 
way. Dunne and Martin (2006) distinguish between a design attitude and a decision attitude, 
where designing means bringing about alternatives where it is taken for granted that designing 
will require invention of new possibilities. In contrast, a decision attitude is “where the manager 
as idea generator who gives form to new possibilities”.  From a design perspective, “Each 
project is an opportunity for invention that includes a questioning of basic assumptions and the 
resolve to leave world a better place than we found it” (Dunne & Martin, 2006).  







Design thinking has been described as an approach to problems that a designer might 
take, arguing that business people need to become designers (Brown, 2008). One popular 
example is where design firms such as IDEO apply their expertise in design, not only to high 
technology issues and product development, but also to complex organizations such as 
healthcare organizations. Many of the processes used by IDEO, a well-known design firm 
previously described as creative or innovative, are centered on a design approach to situations. 
IDEO’s methodology of observation, brainstorming, rapid prototyping refining, and 
implementation (Nussbaum, 2004) has been applied to the development of many products and 
services by firms such as Intel, Samsung, and Lufthansa. 


Design is understood as both cognitive and affective, and deals with constraints through 
interpersonal processes (Dunne & Martin, 2006, p. 513). The design process is described as 
endless, with no infallibly correct process, and it involves finding as well as solving problems. 
“Design inevitably involves subjective value judgment, is a prescriptive activity and designers 
work in a context of a need for action” (Lawson, 1997, p. 121). Simon (1973) characterized 
design problems as ill-structured because they have ambiguous specification of goals, no 
determined solution path, and need to integrate multiple knowledge domains. Designing 
requires the application of general and domain specific schemas as well as procedural 
knowledge.  


Design thinking can also be applied to situations or redesign of products, processes, 
structures, and forms, and may be particularly useful in corporate entrepreneurial situations. 
Designers work with ideas and artifacts in an action context, often with frequent 
experimentation and prototyping (Lawson, 1997). In summary, design processes are a way of 
investigating, thinking and doing, a perspective which is open to the challenge of developing 
new ideas, products, processes, and playing and experimenting with multiple ways of working.  


The popular press provides examples of environments which encourage the generation, 
testing and application of ideas such as Google, Apple, and design firms such as IDEO and 
Design Continuum, where well-established processes to generate new ideas are developed, 
often using deep customer insights. Here, well-developed methodologies are used to enhance 
creative problem solving with a strong focus on empathic design using depth of knowledge of 
the market, the client, the technology, the perceived constraints on the problem, detailed 
observations of potential customers, visualization, and evaluation and rapid prototyping 
followed by commercialization (Kelley, 2001). See Figure 1 for examples. 


Recent research identified that high growth firms in declining industries tend to develop 
value propositions that provide customer value beyond incumbents and communicate these 
value propositions in aggressive, succinct and timely ways (Chandler, Broberg & Allison, 
2014). These firms create unique value propositions by: “(1) focusing on meeting the specific 
needs of an underserved market segment identifying a new market segment; (2) by focusing 
on product or service characteristics that appeal to customers who prefer the product innovation 
to the mainstream product: (3) providing a total customer solution instead of just focusing on 
the product” (Chandler et al 2014: P 249).   


 
ENTREPRENEURSHIP AS DESIGN 


 
The notion of entrepreneurship as design, as a science of the artificial is gaining 


increasing attention (Saravathy 2004).  Researchers suggest that design is an important field of 
study with regard to individuals who have chosen to become entrepreneurial, to increase our 
understanding of how entrepreneurs can design better firms, markets, and economies 
(Sarasvathy, 2004; Sarasvathy & Dew, 2005).  


Our focus is to increase understanding of the motivations, mindset and activities 
undertaken by designers and to determine to what extent such design mindsets, methods and 







practices are used to establish an enterprise and to sustain its performance over time.  Research 
concerning design and designer identified the mindset of designers with the following 
characteristics: an ability to see the whole situation; a passion for bringing ideas to life; a 
willingness to take risks without fully knowing the outcome in advance; open to visualization 
and the exploration of all of the senses in seeking solutions and an ability to empathize with 
the human side of situations (Michlewski, 2008). 


Traditionally much of the research on design has appeared in innovation related 
journals, particularly related to new product development with popular notions of design are 
often limited to and interpreted as design related activities such as drawing, modelling, 
prototyping and creating new structures for a specific purpose. While design can be used as a 
noun or as a verb, our focus is on design as a verb – as a process for thinking and doing. “Many 
forms of design deal with both precise and vague ideas, call for systematic and chaotic thinking, 
and need both imaginative thought and mechanical calculation” (Lawson 1997:4). Recent 
research identifies the contributions of design thinking methodologies and design thinking as 
a way of challenging our everyday biases in decision-making (Liedtka, 2014). See Figure 2.  


Design thinking has been described as an approach to problems that a designer might 
take, arguing that business people need to become designers (Brown, 2008). One popular 
example is where design firms such as IDEO apply their expertise in design, not only to high 
technology issues and product development, but also to complex organizations such as 
healthcare organizations. Many of the processes used by IDEO, a well-known design firm 
previously described as creative or innovative, are centered on a design approach to situations. 
IDEO’s methodology of observation, brainstorming, rapid prototyping refining, and 
implementation (Nussbaum, 2004) has been applied to the development of many products and 
services by firms such as Intel, Samsung, and Lufthansa. 


In investigating design, we review understandings of design and design thinking, not in 
the context of industrial design, but as an approach to the world. Design, design thinking, and 
a design attitude, where designing could be translated as developing new alternatives, have not 
often been studied in this context. Here, the focus is on finding some of the best possible 
solutions given skills, time, and resources. It is taken for granted that design will generate new 
possibilities, and hence design has some similarities with improvisation and bricolage.   


Design thinking can also be applied to situations or redesign of products, processes, 
structures, and forms, and may be particularly useful in corporate entrepreneurial situations. 
Designers work with ideas and artifacts in an action context, often with frequent 
experimentation and prototyping (Lawson, 1997). In summary, design processes are a way of 
investigating, thinking and doing, a perspective which is open to the challenge of developing 
new ideas, products, processes, and playing and experimenting with multiple ways of working.  


 
DESIGN AND ENTREPRENEURSHIP 


 
Recent research has explicitly linked entrepreneurship and design. Indeed, Sarasvathy 


(2004), following Simon’s approach, has declared entrepreneurship as design: 
Entrepreneurs not only design firms as instruments that adapt to their environments—


and help exploit profit opportunities within those environments; but they also shape parts of 
their environments to more closely resemble both their personal aspirations and their firms’ 
resource endowments, so they can create new opportunities for wealth for themselves as well 
as values for their stakeholders. (Saravathy, 2004, p. 714). Entrepreneurship and design also 
extend the business model developed by the entrepreneur to create novelty and value in the 
market, e.g. Dell and selling computers online. 


Drucker’s (1985) views are that managers are entrepreneurs as well as designers, and 
more recently, managing as designing has largely been accepted (Boland & Collopy, 2004). 







Entrepreneurs have also been described as designers: “Entrepreneurs are wonderful examples 
of designing managers—giving form to valuable new products, services and sometimes 
creating whole new industries” (Boland, Collopy, Lyytinen & Yoo, 2008, p. 11).  


There have been recent calls for staff in organizations to act as designers (Dunne & 
Martin, 2006), or to engage with designers to develop new solutions for what are seen as 
intractable problems (Brown & Martin, 2015; Kolko, 2015). Very rarely would firms require a 
better design of approach unless there has been some association with design firms and their 
ways of working. Some exceptions might be the involvement of design firms such as IDEO, to 
create new ways of working or new structures as a consequence of design processes. Another 
area of close linkage between design and entrepreneurship can be seen in the increasing 
numbers of higher education institutions establishing technological entrepreneurship and 
design schools in the USA and Europe. Some of the interesting differences between design and 
entrepreneurship are the focus on collaboration with multifunctional team and customers, 
active experimentation, and development of rapid prototypes in problem solutions. 


Design is (understood as) both cognitive and affective processes and deals with 
constraints through interpersonal processes.  The design process is described as endless, with 
no infallibly correct process and it   involves finding as well as solving problems. Design 
inevitably involves subjective value judgment, is a prescriptive activity and designers work in 
a context of a need for action (Lawson 1997:121). 


Design thinking is often used for situations or problems which are ill-defined or 
complex. Design problems are usually among the most complex and ill-structured kinds of 
problems encountered in practice. Reitman (1965) and Simon (1973) characterised design 
problems as ill-structured because they have ambiguous specification of goals, not determined 
solution path and need to integrate multiple knowledge domains. Designing requires applying 
general and domain specific schemas as well as procedural knowledge.  


Why are design problems so ill-structured? Lawson (1997) contends that design 
problems may be the most important type of problems to investigate because so may 
professionals get paid for designing things (products, systems, etc).  Designers are often faced 
with challenging projects, sometimes called ‘and  problems’. Their process is often addressed 
through collaborative integrative thinking. The process of solving wicked problems is to use 
abductive reasoning, a process of “what might be, in addition to deductive and inductive 
reasoning”.  Lawson (1997) defines design as “to initiate change in man-made things” (Lawson 
1997, 31). He argues that design problems often cannot be comprehensively stated, require 
subjective interpretation which tend to be organized hierarchically (Lawson 1997: 121). 
Summarising Lawson, we find that design solutions are often parts of other design problems 
and there are no optimal solutions to design problems.  Design solutions are often holistic 
responses seen as an inexhaustible number of different solutions, and as such are a contribution 
to knowledge. 


 
RELATIONSHIPS BETWEEN DESIGN AND ENTREPRENEURSHIP 


Strong links between design and innovation are clearly articulated in the work of Walsh 
(1996), Roy & Riedel (1997) and Utterback (2006) and more recently links between design 
and entrepreneurship are receiving attention. Design may be a particular application of many 
of the processes uses in creative problem solving and creativity. Design is often used in 
situations where problems are ill-defined and the problem definition and redefinition is 
required where multiple stakeholders with different perspectives are involved (Buchanan 
1992). There are many overlaps in these notions and in the way in which they are described 
and implemented. Many of the processes used by IDEO a well-known design firm previously 
described as creative or innovative are centered on a design approach to situations (Hargadon 
1997). 







Some of the common attributes of design and entrepreneurship are found in the agency 
of the individual, group or team that produces novelty and value. Design and entrepreneurship 
are concerned with the creation of novelty and value.  Entrepreneurship is concerned with 
novelty in business, new business ideas and the reality of achieving positive returns in market 
and in existing and new business models. Design is often focused on formulating issues or 
articulating a problem definition and developing, prototyping and testing and applying 
solutions in the marketplace. Design also focuses on the person and the process. Design has 
focused on the process, and the ways of thinking but accepts that everyone is potentially a 
designer, not in the sense of drawing or model making but in terms of bringing together 
stakeholders and interested parties to identify, modify or attempt to bring about change in a 
problematic situation – creating something that did not exist before. The early research focus 
related to people in entrepreneurship was on characteristics of ‘successful’ entrepreneurs.  The 
people process in design is very much in an action mode similar to entrepreneurship to bring 
about change in a situation. 


The creation of something new may include sometimes finding opportunities in existing 
fields, sometimes establishing new fields or new market opportunities. Early stages of 
generating new ideas may be characterized by divergent thinking in both entrepreneurship and 
design, and may be the result of a dynamic process, or fluid and changing pattern of activities. 
Cognitive approaches to business models found analogical thinking and conceptual 
combination to be useful generators of ideas (Martins, et al., 2015).   


Entrepreneurship and design benefit from depth of knowledge or expertise and both are 
not limited by this existing knowledge, and challenge and extend previous expertise in 
developing new ideas, processes and application. Agents in both design and entrepreneurship 
require skills of persuasion to influence others within the firm and often outside the firm to 
support or invest in new ideas. Concurrently some entrepreneurship literature indicates that 
design may suggest new avenues to help entrepreneurs develop expertise (Sarasvathy, 2004). 


Table 1 compares some of the developments in design and entrepreneurship research.  
Research into the ‘entrepreneurial orientation’ of a firm discusses notions of 


innovativeness, proactiveness, autonomy, competitive aggressiveness and risk-taking (Dess & 
Lumpkin 2007) which has some overlap with creativity and its role in innovative firms. Well 
known examples of firms which use principles of design and entrepreneurship are found in 
large firms which develop ideas for new economic activity. For example the September Issue 
of the 2015 Harvard Business Review discusses articles on “Design for Action” (Brown 
&Martin, 2015) and celebrates “Design Thinking Comes of Age” (Kolko, 2015) with examples 
of Samsung and its application of design. Similarly Nystrom suggests entrepreneurship can be 
defined as management of radical change; “an agent who creates a vision whose main function 
is to create and exploit new opportunities by active experimentation and experiential learning 
with major skills in recognizing and mobilizing the inventive capacity of others” (Nystrom 
1993: 237). 


Differences in design and entrepreneurship and perhaps areas where design can inform 
and extend entrepreneurship include design methodologies shown in figure 1 and in the 
challenges to biases in thinking and decision-making shown in Figure 2.  


Organizational conditions can be enhancers and /or barriers to entrepreneurship and 
design. Barriers to entrepreneurship may include attitudes, mindsets, lack of past business 
experience, lack of networks, lack of entrepreneurial intention by founders and lack of 
entrepreneurial orientation by firm and insights into these processes may be identified in 
research on nascent entrepreneurs.  Barriers to design processes include a lack of familiarity 
with design in a business context and memory of design as part of aesthetics, rather than a 
contributor to strategy and development of customer value proposition.  







Design has multiple facets - as an input and as a source of multiple processes and as an 
outcome: entrepreneurship largely a process and an outcome. Much of the research in design 
is now at the level of the team and. Networks as sources of knowledge, information and 
influence have been more thoroughly investigated in entrepreneurship studies. The notion of 
problem finding or problem definition in the design literature has some similarities with the 
notion of opportunity finding or opportunity recognition in the entrepreneurship literature.  


From this literature we develop propositions that will be investigated in future 
research. Hence we suggest:  


Proposition 1: Entrepreneurship or the creation of new economic activity can benefit 
from the use of design thinking techniques regarding generating new ideas, exploring new ideas 
for products and services and new business models. 


Proposition 2: Entrepreneurs apply design processes in the development of new 
enterprises, connecting their knowledge, experience and interests, in obtaining access to 
resources and relationships with customers. 


Bringing together entrepreneurship and design is a reminder of a firm’s need to refresh 
its approaches to generating and exploring ideas at multiple levels of the enterprise to ensure 
ongoing value creation and capture.  From our previous discussion, we suggest that some of 
the common characteristics between these concepts and their contributions to innovation 
suggest that a tighter coupling may be useful to develop a multidimensional analysis of the 
dynamic capabilities of the firm. There is potential for design ideas to be further developed in 
study of entrepreneurship.  


One factor largely overlooked in the entrepreneurship literature is the role of 
employees.  There would seem to be much work to be done regarding how employees other 
than founders contribute to the success of new ventures.  One aspect would seem to be through 
the human capital that they might bring in contributing to the design of the firm’s key products 
and/or services.  Having an expert designer might be more important to the early development 
of the firm in terms of creating value (through development of intellectual property), than 
having a good management team.  This is the x-factor that is often overlooked in 
entrepreneurship research that tends to focus on new venture top management teams. 


This brief comparative overview of research on design and entrepreneurship has 
identified some potential areas of commonality. Each domain demonstrates the essential 
importance of attitudes, mindset, motivation and orientation.  Individual and firm level 
processes are important for both design and entrepreneurship and imagination, determination, 
motivation, knowledge and skills as well as environmental factors will play a variety of roles, 
both divergent and convergent for successful firms. However there are also distinct areas of 
differences related to the ongoing application of idea generation processes and modification. 


The fields of entrepreneurship and design are dynamic and changing. More detailed 
studies of the entrepreneurship process particularly at the nascent entrepreneurship stage, 
may identify multiple creative thinking processes that informs the initiation and development 
of the new enterprise, as well as its business model, customer relationships and evolution 
over time.  


 
CONCLUSIONS AND FUTURE RESEARCH 


This paper has examined entrepreneurship and design separately and has identified 
some of the benefits of using design principles to assist companies to develop better customer 
value propositions. However, with the exception of studies of award winning firms, to our 
knowledge, little research has been carried out on the processes used by designers to generate 
entrepreneurial action.  Future research will explore the potential relationship between design 
and entrepreneurship in the context of designers engaged in their own new business creation 







or start-ups in design firms to investigate what mechanisms and processes do designers use 
establish businesses that capture value for their customers and their firms.  


To progress this research a guided non-representative sample was created from a list of 
organisations in the design industry association, complemented by snowball sampling. Recent 
research indicates that entrepreneurs with varied work experience have higher entrepreneurial 
skills, where varied experience leads to an increased tendency to engage or persist in 
entrepreneurial activities, and also to better performance (Stuetzer et al., 2013). Mindful of this 
research we included designers who had established a number of different enterprises over time 
in our sampling criteria.  


Following an extensive literature search, we have developed a set of questions to be 
investigated in semi-structured interviews and this interview protocol will be trialed and 
modified following pilot interviews. Semi-structured interviews will be employed with 20 
designers who have established their own design enterprises to explore the activities and 
orientation of designers. 20 firms will be interviewed face to face in semi-structured interviews. 
Using thematic analysis (Miles & Huberman, 1999), the recorded transcribed interview data 
will be analysed for patterns and variations and insights into designers acting as entrepreneurs 
to generate new economic activity. 


Preliminary findings using pilot interviews indicate that some designers do engage in 
proactive entrepreneurial strategies using design methods to obtain deep customer insights, 
prototyping products and services before establishing their business, and continuing to use such 
processes during the on-going development of the enterprise. Final analysis of the complete 
data set will provide a more detailed picture of the relationship between the designer and the 
design process and entrepreneurial activities in enterprise development. This research has 
implications for the importance and forms of relationships that design firms have with their 
existing customers and their application of new ways of working with new customers. 	
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Table	1:	Comparing	Entrepreneurship	and	Design	
	
	 Entrepreneurship	 Design
Potential	of	
Individual	


Potential	of	most	people	for	
entrepreneurship,	from	person	plus	suitable	
opportunity,	plus	interaction	with	people	
with	complementary	skills	(Davidsson,	
2006,	p.	2)	The	challenge	is	the	“fit”	between	
the	person,	context	and	opportunity


Everyone	is	a	designer	
“We	all	can	and	do	design;	we	can	learn	
to	design	better”	(Lawson,	1997,	p.	vii).	
Everyone	has	potential	to	be	a	designer	
(Simon,	1988)		


Processes	 	
Idea	
generating	


Seeing	problem	as	an	opportunity with	
Discovery	and	exploitation:	includes	idea	
generation,	opportunity	identification,	
opportunity	detection,	opportunity	
development,	and	opportunity	refinement;	
Also	ideas	about	value	creation;	value	
appropriation;	development	of	commitment	
to	and	identification	with	the	start‐up	on	
part	of	key	actors;	and	activities	such	as	
planning,	making	projections,	and	gathering	
and	analysis	of	information	(Davidsson,	
2006)	


Identifying	unmet	needs	through	
empathizing	with	customers	and	
identifying	the	unmet	needs	of	new	
potential	customers.	
Seeing	a	situation	/problem	in	a	new	
way	
Developing	new	solutions	


Exploitation	
of	novelty	


Exploitation	of	novelty	may	include		efforts	
to	legitimize	the	start‐up,	to	acquire	
resources,		to	combine	and	coordinate	
resources	in	a	functioning	organization,	to	
generate	demand	through	marketing,	and	
contacts	with	prospective	customers	


Solutions	needs	to	be	feasible	and	viable	
for	company.	Developing	new	solutions	
that	open	new	possibilities	


Improvisation	 Improvisation:	creating	new	ways	of	
working	often	linked	with	entrepreneurial	
intention;	individuals	high	in	
entrepreneurial	intentions	tend	towards	
improvisational	behavior	(Hmieleski	&	
Corbett,	2006)		


Creating	multiple	varied	products,	
active	experimentation.	Collaborative	
process	creating	multiple	varied	
possibilities	with	diverse	team	


Bricolage	 Bricolage	(Senyard	et	al,	2014);	Active	
engagement	with	problems	or	
opportunities,		making	do,	capturing	new	
ways	of	working,	creating	new	resources,	
and	exploiting	possibilities	


Creating	novel	combination	of	existing	
resources		
Active	engagement	with	team,	creating	
multiple	prototypes	from	existing	
tangible	resources,	combining	with	
knowledge	of	other	industries,	or	
transformation	of	existing	resources		


Effectuation	 Effectuation	(Sarasvarthy, 2008) Start	with	
means	rather	than	ends;	Fabricating	rather	
than	finding	a	market	Developing	a	new	
market,	transformation	of	extant	realities	
into	new	possibilities		


Beginning	with	multiple	stakeholders	
and	co‐creation	with	stakeholders	to	
develop	shape	and	polish	solutions.	
Collaboration	with	team	and	customers	
to	develop	from	existing	resources	


Firm	
Orientation	


Entrepreneurial	orientation	
innovativeness,	proactiveness,	autonomy,	
competitive	aggressiveness,	risk	taking	
(Dess	&	Lumpkin,	2005)	


Approach	to	problem	solving	that	
improves	existing	solutions	or	creates	
new	ones.	Seeks	to	develop	and	
implement	customer	value	
propositions	that	are	desired,	feasible	
and	viable.	
	


	
	
	







	
	
Figure	1.	Design	Methodologies		


	
	
	
	


Figure	2:		Design	Thinking	and	Cognition			
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Design Thinking Methodologies 


Ethnography empathize with users and providers uses participant 
observation, deep interviewing, journey mapping to 
increase quality of information gathered 
 


Visualisation enables creation of common understanding, representation 
and meaning, uses storytelling, metaphor, analogies, 
sketching  
 


Sensemaking drawing together contradictory with mindmapping, concept 
mapping, brainstorming  
 


Rapid prototyping, 
testing and co-
creation 
 


creating tangible solutions that users can interact with to 
generate useful feedback and evolve ideas using resources 
at hand, and synthesis of ideas 
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Cognitive Biases and Design Thinking 
Cognitive Biases Description Potential Limitations Remedies 
Projection bias Project past onto future Failing to generate novel 


ideas 
1. Collect deep data on 


others, 
2. Improve abil ity to imagine 


experiences of other, 
3. Work in teams. 


 


Egocentric 
empathy bias 


Project own preferences 
onto others 


Failure to generate value‐
creating ideas 


Focusing i l lusion Overemphasis on 
particular elements  


Failure to generate a 
broad range of ideas  


Hot/cold gap Current state colours 
assessment of future 
state 


Undervaluing or 
overvaluing ideas  


Say/do gap Inabil ity to accurately 
describe own 
preferences 


Inabil ity to accurately 
articulate and assess 
future wants and needs  


1. Improve users’ abil ity to 
identify and assess their 
own needs, 


2. Use methods that do not 
rely on users imagining 
their needs and solutions. 


Planning fallacy Over‐optimism Over‐commitment to 
inferior ideas 


1. Help decision‐makers 
become better testers, 


2. Work with multiple 
options,  


3. Conduct reflection on 
results of real experiments. 


Hypothesis 
confirmation bias 


Look for confirmation of 
hypothesis 


Disconfirming data missed 


Endowment effect Attachment to first 
solutions 


Reduction in options 
considered 


Availability bias Preference for what can 
easily be imagined 


Undervaluing of more 
novel ideas 


 








 


The Role of Creativity in Entrepreneurial Ideation 
 
ABSTRACT 
Creativity is a necessity for generating ideas that can be turned into business opportunities. 
However, little is known about how entrepreneurs employ creativity to develop ideas over time. 
We address this research gap by exploring strategies that entrepreneurs pursue to engage in 
ideation processes. Set within the context of the UK craft industry, this study investigates the 
lived experiences of 10 creative entrepreneurs over 18 months. Our findings highlight the 
continuous and cumulative nature of ideation processes. We uncover that creative entrepreneurs 
rarely experience eureka moments, but rather refine emerging concepts over time. The 
conceptual framework we develop explains the relationship between creativity, ideas, 
personal style and market trends. Particularly, we propose that entrepreneurs employ creation 
strategies, which enable them to draw on their creativity to generate ideas. Simultaneously, 
they pursue discovery strategies, which facilitate spotting trends in the market in order to 
advance personal style and, by extension, creativity. Our study highlights the overlapping and 
intertwined nature of these processes. Thus, our findings contradict prevailing views, which 
juxtapose creation and discovery theories of entrepreneurial action. 


 
INTRODUCTION 
Creativity is key to producing novel and useful ideas that can be turned into viable business 
opportunities (Amabile et al., 1996; Ward, 2004), yet understanding of how entrepreneurs 
employ their creativity to develop ideas over time is limited (Dimov, 2007; Gemmell et al., 
2012). This study addresses this research gap by investigating the perspectives of entrepreneurs 
in creative industries. Specifically, we examine facilitators and inhibitors of creativity and 
explore strategies that creative entrepreneurs pursue to engage in ideation processes. 


We subscribe to the view that entrepreneurship involves a process of opportunity 
identification, evaluation and exploitation (Shane and Venkataraman, 2000). 1  Our study 
investigates the earliest stages in this process, which “starts with the generation of business 
ideas” (Gielnik et al., 2012: 571) and is influenced by the creative abilities of entrepreneurs 
(Ward, 2004). Prior research examined the impact of social environments on entrepreneurial 
ideation processes (Gemmell et al., 2012; Perry-Smith and Coff, 2011). In contrast, our study 
focuses on the enterprising individual (Shane and Nicolaou, 2015) and explores how 
entrepreneurs employ their creativity to develop ideas over time. 


Heeding the call for more methodological and paradigmatic diversity (Shepherd, 2015), 
we conduct an interpretative phenomenological analysis (Cope, 2011). Our study investigates 
the perspectives of 10 creative entrepreneurs who operate small craft enterprises. We draw on 
rich empirical evidence, collected through four rounds of interviews over 18 months. Thus, 
our study adopts a longitudinal design, which is under-represented within entrepreneurship 
research (McMullen and Dimov, 2013). This approach enabled us to gain deep insights into 
the creative processes in which entrepreneurs engage (Harrison and Rouse, 2015). 


This study makes several theoretical and empirical contributions. We reveal that creative 
entrepreneurs rarely experience eureka moments, but rather engage in continuous and iterative 
ideation processes. Furthermore, we identify strategies that creative entrepreneurs perform to 
maximise exposure to facilitators and minimise the effects of inhibitors of creativity. Our 
findings demonstrate the individual nature of creativity, which has largely been overlooked in 


                                                            
1  We do not presume that all opportunities “exist as real and objective phenomena, 


independent of the actions or perceptions of entrepreneurs, just waiting to be discovered and 
exploited” (Alvarez and Barney, 2007: 13). Instead, we assume that identification processes 
can incorporate both the discovery and creation of opportunities. 







 


entrepreneurship research (Foss et al., 2008). Additionally, we develop a conceptual 
framework that explains the relationship between creativity, ideas, personal style and trends. 
By incorporating style and trends into our discussion, we adopt a novel perspective and 
advance the emerging debate on creativity and ideation processes in entrepreneurship. 


This paper is structured as follows. In the next section, we review literature on the related 
subjects of creativity and entrepreneurial ideation. Afterwards, we justify our choice of the 
creative industries as research context before explaining our methodology. We then discuss 
our empirically grounded findings in relation to prior entrepreneurship research. Finally, we 
draw conclusions and consider implications for theory and practice. 


 
LITERATURE REVIEW 
 
Creativity Research 
Entrepreneurship research has paid scant attention to investigating creativity (Gemmell et al., 
2012; Gielnik et al., 2012), despite its influence on idea generation and opportunity 
identification processes (Dimov, 2007; Ward, 2004). As extant studies strongly rely on 
concepts from outside the entrepreneurship domain, we review developments in the wider 
creativity literature in this section. The study of creativity dates back to the 1920s and 
continues to thrive across a variety of disciplines (Csikszentmihalyi, 1996). However, this 
cross-disciplinary attention has created a severe lack of consensus among creativity scholars 
(Hennessey and Amabile, 2010). One of the few matters that scholars generally agree upon is 
that creativity can be defined as the production of novel and useful ideas (Amabile et al., 
1996). Furthermore, despite disagreement regarding their effects on creativity, certain themes 
have received continued attention: motivations, cognitive processes and thought patterns. 


Firstly, the link between motivation and creativity has been variously interpreted (Oldham 
and Cummings, 1996). Intrinsic motivation is traditionally accepted as a facilitator of 
creativity and contrasted to extrinsic motivation, which is deemed an inhibitor (George, 
2007). However, as Shalley et al. (2004) observe, few studies have empirically investigated 
this assumption and those that test it produce contradictory findings. While “it does make 
sense that creative persons tend to follow intrinsic interests, and that tasks that are 
intrinsically motivated tend to be free from the evaluations and constraints that can inhibit 
creativity” (Runco, 2004: 661), creative drive can genuinely emerge from sources of extrinsic 
motivation, such as promised rewards (Hennessey and Amabile, 2010). 


Secondly, cognitive processes involved in creativity have sparked animated discussions 
(George, 2007). While the management literature focuses on examining how to instigate 
conscious creative thought processes (Shalley and Perry-Smith, 2008; Ward, 2004), 
psychological research explores unconscious elements of idea incubation (Dijksterhuis and 
Meurs, 2006). Contrary to the notion that creativity requires sustained attention on a single 
task, scholars have begun to appreciate the value of inattention and the importance of time for 
idea generation (Runco, 2004). Thus, it has been argued that taking breaks to induce 
unconscious thought is preferable to continuously pursuing conscious ideation efforts 
(George, 2007). Conscious thought is, of course, still considered essential to produce 
creativity (Hennessey and Amabile, 2010), but the complementary effect of unconscious 
thought is now acknowledged (Dijksterhuis and Meurs, 2006). 


Thirdly, investigating how different thought patterns affect creative processes remains a 
popular, but divisive area of study (Corbett, 2005). Drawing on the notion that creativity 
produces novel ideas (Amabile et al., 1996), divergent thinking is considered the primary 
requisite for creative thought (Heunks, 1998; Woodman et al., 1993). However, this supposition 
neglects the second half of the accepted definition of creativity – that ideas must be useful. To 
detect what is practical and appropriate, convergent thinking must be employed in the ideation 







 


process (Chua et al., 2015). Thus, it could be argued that divergent and convergent thinking 
must be combined to develop ideas that are both novel and useful (Gielnik et al., 2012). 


Clearly, there is much disagreement within the academic literature on creativity. Extant 
research has produced contradictory findings regarding the effects of different motivations, 
cognitive processes and thought patterns. Consequently, there have been repeated calls for 
studies that employ a more holistic approach to investigating the complex and elusive process 
of creativity (George, 2007; Hennessey and Amabile, 2010; Woodman et al., 1993). 
Accordingly, this study conducts an in-depth investigation of the perspectives of creative 
entrepreneurs to explore the various factors that facilitate or inhibit their creativity. 


 
Ideation Processes 
Within the entrepreneurship literature, research efforts have focussed on investigating how 
ideas are turned into viable business opportunities (Dimov, 2007). While exploring this later 
stage in the entrepreneurial process is essential, it diverts attention from an equally important, 
earlier step, namely the ideation process (Gielnik et al., 2012). As Hayton and Cholakova 
(2012) point out, “if an idea is not developed, it never becomes an opportunity in the formal 
sense. … However, without the idea, the opportunity could never be brought into existence” 
(p. 45). We therefore review the emerging body of research on entrepreneurial ideation in this 
section, focussing on dominant themes of learning, emotions and groups. 


Firstly, prior research has drawn on learning theories to explain ideation practices 
(Anderson et al., 2014). These theories usually employ stage models to explain which 
processes entrepreneurs go through to identify opportunities. For example, Lumpkin and 
Lichtenstein (2005) advocate a model that differentiates between preparation, incubation and 
insight phases. Similarly, Gemmell et al. (2012) develop a five-stage model, which incorporates 
two additional experimentation phases. Although the latter model emphasises the recursive 
nature of the ideation process, which induces learning, it still conceptualises the involved 
phases in a sequential manner. Therefore, while there appears to be progress towards a more 
nuanced understanding of ideation, studies are still hampered by a reliance on stage models, 
which have been criticised for their inability to portray nonlinear dynamics and complex 
processes. Furthermore, prior studies highlight the impact of experiential learning (Corbett, 
2005), but largely overlook the effects of relational learning on ideation processes.  


Secondly, emotions are considered to have a significant influence on ideation practices 
(George and Zhou, 2002). Hayton and Cholakova (2012) emphasise the importance of positive 
affective states, arguing that these increase the likelihood that entrepreneurs will perceive 
valuable information that can stimulate ideation processes. Furthermore, such states are 
believed to help entrepreneurs combine prior knowledge in creative ways, enabling them to 
produce ideas of greater originality. In comparison, negative affect is usually associated with a 
decrease in potential for ideation (Amabile et al., 2005). Notwithstanding, it has been 
proposed that experiencing negative moods can cause entrepreneurs to engage more critically 
with emerging ideas, which can help focus their efforts on the most promising concepts 
(Perry-Smith and Coff, 2011). 


Thirdly, a large body of research explores the impact of groups on ideation processes 
(Harvey and Kou, 2013; Shalley and Perry-Smith, 2008), highlighting the positive impact of 
brainstorming within teams. However, recent studies have also shown that superior results can 
be achieved when individuals work alone before they share and develop emerging ideas 
within teams (Girotra et al., 2010). Focussed on the various groups in which entrepreneurs are 
embedded, Gemmell et al. (2012) differentiate between several social strata, which affect 
ideation processes. They conclude that entrepreneurs value discussing ideas with a small 
circle of trusted partners more than with remote contacts, due to fears of negative judgement 
and concerns regarding potential plagiarism (Svejenova et al., 2007). 







 


Finally, it should be noted that extant research has focussed on investigating idea 
generation for the purpose of new venture creation (Dimov, 2007; Hayton and Cholakova, 
2012; Perry-Smith and Coff, 2011). While we agree that business start up is an interesting and 
important area of study, we propose that ideation is an ongoing process (Gemmell et al., 
2012), which entrepreneurs engage in throughout their lives. By limiting analyses to new 
venture ideas only, we may prevent a more comprehensive understanding of ideation 
processes and associated factors. Thus, this study seeks to extend current debates by exploring 
how creative entrepreneurs develop a range of ideas over time. 


 
CONTEXT AND METHODS 
 
Creative Industries Context 
As has been shown by prior research (De Bruin and Noyes, 2015; Uzzi and Spiro, 2005), 
creative industries are compelling sites of study for scholars interested in investigating 
creative processes. Unlike other low-tech industries, which experience less pressure to 
innovate (Sarooghi et al., 2015), most creative industries require high levels of individuality 
and innovation (Elsbach and Flynn, 2013; Lingo and O'Mahony, 2010). Furthermore, the 
significance of the creative industries to national economies is expanding and the sector 
merits investigation as a core post-industrial institution (United Nations, 2013). There are 
several reasons why we decided to investigate craft industries in particular. Firstly, craft 
entrepreneurs are under-studied, although they have been shown to find creative ways to 
exploit opportunities (Bhagavatula et al., 2010; Pret et al., In Press). Secondly, craft 
entrepreneurs are driven by both artistic and commercial goals, which requires them to 
examine their creative practices in order to align them with economic activities (Eikhof and 
Haunschild, 2007). Accordingly, we would argue that craft entrepreneurs are more aware of 
how they manage their creativity and are thus better prepared to explain these practices. 
Furthermore, as craft entrepreneurs must employ their creativity to generate marketable ideas, 
they appeared to be more suitable participants than artists who are less profit-oriented. 
 
Research Design 
Within the entrepreneurship literature, most research into creativity is either conceptual 
(Dimov, 2007; Heunks, 1998; Ward, 2004) or quantitative (DeTienne and Chandler, 2004; 
Shane and Nicolaou, 2015). Surprisingly, qualitative methods have rarely been applied 
(notable exceptions include, Gemmell et al., 2012; Svejenova et al., 2007), despite their 
popularity in management research (Elsbach and Flynn, 2013; Harvey and Kou, 2013) and 
their capacity for exploring complex phenomena, such as creative processes (Harrison and 
Rouse, 2015; Lingo and O'Mahony, 2010). Addressing the call for more methodological and 
paradigmatic diversity (Shepherd, 2015), we chose to embrace an interpretivist perspective 
and conduct an interpretative phenomenological analysis (Cope, 2011). A growing number of 
entrepreneurship studies adopt phenomenological approaches (cf. McKeever et al., 2015; Pret 
et al., In Press), as they are particularly well suited for “bridging the gap between real-life 
occurrences and theoretical concepts” (Cope, 2011: 610). Phenomenological research explores 
the meanings that participants attribute to their lived experiences to gain a deep understanding 
of their inner worlds (Sandberg, 2000). As such, this method suggests itself for an in-depth 
investigation of how entrepreneurs employ their creativity to develop ideas over time. 
 
Sample Selection 
We built upon the typology of Fillis (2004) to distinguish between four types of craft makers: 
lifestyler, idealist, late developer and entrepreneur. This enabled us to select participants who 
could be classified as entrepreneurs. Participants in this study, therefore, had to describe 







 


themselves in ways that suggested they were profit-oriented, opportunity-driven and open to 
export. Additionally, they had to operate their own businesses in a dedicated studio or workshop 
and practise craft as their primary profession. Using prior contacts in craft business networks, 
we advertised our research to potential participants. We first conducted conversations with 
interested makers to determine whether they fit our definition of entrepreneurs. Heeding the 
advice of McKeever et al. (2015), we chose to include 10 participants in our study, selected 
through purposeful sampling to include a breadth of experience.2 As De Bruin and Noyes 
(2015) argue, creative entrepreneurship involves “the dynamic process of adding economic 
value to artistic, design or cultural inputs” (p. 283). Throughout this study, we found that 
participants engage in such practices, which is why we refer to them as creative entrepreneurs. 
 
Data Collection 
Our study adopts a longitudinal design, which is regarded as under-represented within 
entrepreneurship research despite its capacity to generate valuable new insights into 
entrepreneurial processes (McMullen and Dimov, 2013). Data collection was conducted 
primarily through four rounds of interviews, which were carried out in intervals of six months 
starting in February 2013. Initial interviews were unstructured to allow us to gain a complete 
picture of the perspectives of participants, while later interviews followed a semi-structured 
format to explore emerging themes (Cope, 2011). Interviews lasted between one and three 
hours and provided us with large amounts of information-rich empirical data (over 1000 
single-spaced pages of transcript). Entrepreneurs were also observed in their studios to 
explore their ideation practices throughout the various stages of development, from 
conceptual deliberation to implementation. Furthermore, available documents were accessed 
to fill potential gaps in our knowledge. 
 
Data Analysis 
Data collection and analysis occurred simultaneously. Interviews were recorded and 
transcribed verbatim to enable systematic analysis. We adhered to the principles of 
interpretative phenomenological analysis (Cope, 2011). This process involved performing the 
following five steps. 
 
(1) After completing a round of interviews, we read and re-read transcripts, observation notes 


and other documents to familiarise ourselves with the data (Marlow and McAdam, 2015). 
(2) We immersed ourselves in their contexts by highlighting potentially significant passages 


in the transcripts, which enabled the discovery and coding of emerging intra-case themes. 
(3) We then compared themes between cases and searched for patterns to develop 


superordinate categories (Pret et al., In Press). This process allowed us to develop topic 
guides that were used to conduct later rounds of interviews. 


(4) Furthermore, we prepared interpretive case summaries, which we shared with participants 
to check their accuracy and which we used to inform our analysis (Cope, 2011). 


(5) Subsequently, we put “the new knowledge about the phenomena and relations back into 
the context of how others have articulated the evolving knowledge” (Marlow and 
McAdam, 2015: 800). This abstraction process involved moving iteratively between 
existing theory and our data to gain a higher level of conceptualisation. 


 
We repeated the preceding steps after each round of interviews. The outcomes of our analysis 
are presented in the following sections and are enriched by a multitude of quotations, which 
help to convey the voices of the entrepreneurs (Cope, 2011). 
 


                                                            
2 Full details of the sample can be provided by the authors on request. � 







 


DISCUSSION OF FINDINGS 
 
Facilitators of Creativity 
The first theme that emerged from our analysis of data refers to the various facilitators of 
creativity. Based on the perspectives of participants, we identified six common types of 
facilitators (see Table 1). 


 
Table 1. Facilitators of creativity 


seclusion “My creativity happens a lot when I'm by myself.” (Ellen) 


leisure 
“I think you need a certain amount of free time … to be able to think about it 
[designs] and to have the time then to try stuff and see if it works.” (Claire) 


novelty “You learn new techniques, which you can then be creative with.” (Hayley) 


direction “If they give you a … general outline, that can drive your creativity.” (Hayley) 


inspiration 
“I just come up with all these ideas and I think it helps to be in an environment that 
… you feel inspired by.” (Ashley) 


 
Seclusion helps participants channel their creativity, because they consider creative 


practice a personal and individual endeavour. This is contrary to the notion that collective 
engagement in creative tasks facilitates associated processes and results in superior outputs 
(Perry-Smith and Coff, 2011). Additionally, participants require a certain minimum amount of 
free time to get into “this magic zone” (Julie), which stimulates their creativity (Amabile et 
al., 1996; Csikszentmihalyi, 1996). Furthermore, exposure to new skills and experiences 
allows them to discover alternative ways to express and apply their creativity (Hennessey and 
Amabile, 2010). Similarly, we found that creative entrepreneurs value guidelines from 
customers, as they provide them with a frame and purpose for their creativity. This finding 
clearly challenges prevailing beliefs that extrinsic motivation and constraints inhibit creativity 
(George, 2007). Participants also emphasise the influence of inspiration on initiating creative 
processes and overcoming the “creative pain barrier” (Isabelle).  
 
Inhibitors of Creativity 
The second theme that emerged from our analysis of data concerns the inhibitors of creativity 
that participants experience (see Table 2). 


 


Table 2. Inhibitors of creativity 


doubt 
“I do get crises of confidence … and it's no good somebody saying, ‘Oh, you're 
really fantastic’, unless you actually believe it yourself.” (Julie)


preoccupation 
“If you're disturbed emotionally, you are not able to settle into the creative aspect of 
the job, so you have to keep deferring it.” (Isabelle) 


lethargy 
“If you're feeling overworked … you do just churn stuff out because it needs to be 
done … I think you have to be in … a positive place … to create new stuff.” (Claire)


expectations 
“I have that kind of brain that can be quite self-accusatory, …  you know, like ‘It's 
not good enough, you haven't done a very good job with this’.” (Julie) 


blocks 
“Sometimes you can get a complete mental block and just nothing happens. You just 
gotta walk away … and do something else and hopefully it'll come back.” (Hayley) 


 
Emotional insecurities, such as lack of confidence or conviction, prevent participants 


from accessing their creativity. This is in line with findings of extant research regarding the 







 


effects of self-efficacy on creative processes (Shalley et al., 2004). Furthermore, we found 
that preoccupation with non-creative problems stifles the creativity of entrepreneurs, as many 
creative processes require their undivided attention (Csikszentmihalyi, 1996). A common 
problem that arises from prioritising other demanding activities is a lack of energy, which also 
inhibits creativity (Perry-Smith and Coff, 2011). Furthermore, as participants seek to maintain 
a reputation for excellence, their own high expectations sometimes prevent them from 
achieving their creative potential. We also observed participants suffering from mental blocks, 
which were particularly difficult for them to overcome. Surprisingly, neither personal 
expectations nor mental blocks have received adequate attention within the literature. In order 
to cope with such challenging situations, we found that creative entrepreneurs develop a set of 
strategies to counter inhibitors of creativity (see Table 3). 


 
Table 3. Coping strategies 


playing “I just come in with no plan and just mess about with stuff." (Hayley) 


relaxing “Music really helps, I … zone out and all these ideas just come to me.” (Ashley) 


postponing “Sometimes I leave it [creative challenges], kind of, right till the end.” (Greg) 


persevering 
“You don't always get the luxury of just going, ‘I can't be bothered doing this 
today’, sometimes you just have to … make stuff.” (Claire) 


reviewing 
“I go back through my notes, if I don't know how to start something. That's a really 
good way for me to get back into a series of thought processes.” (Julie) 


exercising 
“I do a workout, cos I feel that clears my head, … I've got the … little trampoline, 
just have a bounce, … so it's easy to bring it [creativity] back if I lose it.” (Ashley)


 
Above all, playing around without a clear plan in mind helps participants deal with 


creative difficulties (Montuori, 2003). Additionally, participants engage in relaxing activities, 
such as listening to music or practising yoga, to clear their minds (Amabile et al., 2005). We 
found that, where possible, creative entrepreneurs postpone tasks that demand creativity if 
they encounter problems. However, as they are also driven by financial goals, perseverance is 
sometimes the only possible way for them to overcome inhibitors of creativity (Gemmell et 
al., 2012). In such cases, studying past notes can help participants set creative processes in 
motion. Furthermore, participants value exercising and taking breaks away from the 
workplace (George, 2007). We often observed participants engaging in several of the above 
strategies to focus their attention and “spark a whole load of new ideas” (Doris). 


 
Individuality 
Importantly, our study reveals that opinions about creative processes can vary considerably 
among individuals (Runco, 2004). As illustrated in Table 4, different moods, including 
feelings of stress or boredom, cause some entrepreneurs to excel at accessing their creativity 
while they stifle others. Thus, our study supports the view that the influence of affect on 
creativity depends on both individual and contextual factors (George and Zhou, 2002). 
Similarly, the tension between artistic and economic logics affects participants differently (De 
Bruin and Noyes, 2015; Eikhof and Haunschild, 2007). Financial constraints, for example, 
provoke only some participants to solve problems more creatively. Furthermore, we found 
that multi-tasking and complex challenges inhibit some entrepreneurs, while they stimulate 
the creativity of others. Our study, therefore, challenges the findings of extant studies 
(Montuori, 2003; Oldham and Cummings, 1996) and presents a more balanced account of 
factors that impact creative practices. Accordingly, we would argue that entrepreneurship 
research has largely overlooked the individual nature of creativity (Foss et al., 2008). 







 


 


Table 4. Opposing perspectives of creativity 


 … facilitate(s) creative processes … inhibit(s) creative processes 


stress 
“If I don't feel like doing something 
[creatively] … a deadline helps!” (Frank)


“I have some ideas about different things, 
but I haven't got time to try it.” (Greg) 


monotony 
“That kind of repetitive [motion] ... I'm 
thinking about what I'm doing, … I come 
up with ideas.” (Ellen) 


“Making the same thing over and … over 
again, you start to feel … like a factory 
and not ... a creative business.” (Claire) 


multi-tasking 
“I have the kind of creative brain that can 
make more than one thing.” (Julie) 


“If I don't focus on the one range, then … 
I end up forgetting … what to do.” (Doris)


constraints 
“It's basically what the material allows 
me to do … I just experiment.” (Greg) 


“I’ve looked into ... mediums I can use. ... 
It does limit [my] techniques.” (Beverly) 


complexity 
“I've now started … doing more like … 
little set piece[s] … and that really gets 
your creative juices going.” (Hayley) 


“It's difficult to progress … with designs 
… because it takes quite a while to make 
… and develop them.” (Doris) 


profit margins 
“My creativity [is] ... channelled towards 
… making money out of it.” (Ellen) 


“I’m just trying to survive … I don't think 
it’s very creative at the moment.” (Frank)


 
Strategic Practices 
Our study discovered a range of strategies that creative entrepreneurs pursue to develop ideas. 
We primarily differentiate between creation and discovery strategies. Creation strategies (see 
Table 5) incorporate those practices that enable entrepreneurs to employ their creativity to 
develop novel and useful ideas (Amabile et al., 1996; Ward, 2004). In comparison, discovery 
strategies (see Table 6) are directed at spotting trends in the market in order to develop 
personal style and, by extension, creativity.3 We found that personal style and creativity are 
closely related and that participants adopt evolutionary approaches (see Table 7) to develop 
both qualities. We consider these strategies in more detail below. 


 


Table 5. Idea creation strategies 


drafting 
“I'll draw a picture of what I want and then … I'll cut it out in something cheap like 
calico … and I'll think, 'No that's not right' and then I'll start altering it.” (Julie) 


transforming 
“Sometimes when I start off with a certain thing … it turns out completely different 
because … as it is in my hands, I just see different things in it.” (Hayley) 


experimenting 
“Those experimental kind of things … if I make something and it doesn't turn out 
[right] … I just have to try it again, … I have to do it another way.” (Greg) 


recording 
“A lot of it I won't use now, but I'll probably use in the future … it's really important 
to record all the ideas, so that if I’m ever stuck, then I can go [back].” (Ashley) 


discussing 
“It's sometimes helpful for someone [else to] … bring a different perspective to it, 
cos I think we can get … stuck in a certain mind-set.” (Claire)


 
As shown in Table 5, participants pursue a range of idea creation strategies. In order to 


form an idea, creative entrepreneurs often move through several drafting stages. This process 
                                                            
3 We refer to artistic style (Simmel, 1991; Svejenova et al., 2007) rather than cognitive style 
(Shalley et al., 2004). According to Glăveanu and Lahlou (2012), style is both “a personal 
way to pay attention to, and execute, specific characteristics of a classic feature, and taste, 
determining what aspects are perceived as important for the final outcome” (p. 159). 







 


usually involves a great deal of experimentation and entails transforming initial concepts or 
progressing from previous designs (Gemmell et al., 2012). Participants stressed the importance 
of recording everything that is produced during this process to generate a stock of ideas at 
various stages of development. Although many ideas might never be deemed useful in the 
future, creative entrepreneurs consider it essential to be able to revisit them (see Table 3). 
Participants also value receiving feedback from others when it becomes available (Harvey and 
Kou, 2013). For example, we found that several participants enjoyed discussing creative 
projects with us as they developed them. We also discovered that interrupting the ideation 
process did not trouble participants as long as they were able to take notes on their progress. 
Consequently, developing an idea could take a diverse range of time, from a couple of minutes 
to several years (Amabile, 2005). In contrast to Gemmell et al. (2012), we did not find that 
ideation processes proceed in a linear fashion, but rather that participants skip back and forth 
between the strategies described in Table 5. Furthermore, although we did not seek to 
investigate the ultimate idea evaluation process, we realised that creative entrepreneurs 
continuously review the quality and value of evolving concepts as they turn them into ideas. 
In other words, they switch between both divergent and convergent thinking (Gielnik et al., 
2012). By highlighting the iterative and ongoing nature of this process, our study challenges 
prevailing beliefs which propose that divergent thinking is used during the idea development 
stage, while convergent thinking is subsequently employed to evaluate completed ideas 
(Heunks, 1998; Woodman et al., 1993). We also found that, through generating ideas, 
participants adapt their creative practices as a result of experiential learning (Corbett, 2005). 


 
Table 6. Trend discovery strategies 


observing 
“I stopped by and had a look at her work and … what she was doing was nice, so 
yeah, [I] sort of keep a finger on the pulse.” (Isabelle) 


following 
“I have a number of [magazine] subscriptions … where I look for trends, … because 
I am a big input person, you know, visual input.” (Julie) 


researching 
I think a lot of it is probably to do with … researching online and I think I'm quite 
good at picking out … what's gonna be kind of in-season.” (Ashley) 


conversing 
“You learn a lot by talking to people and, you know, that's where things like [the 
local arts society] come in, because they can give you good ideas.” (Frank) 


studying 
“They did a good thing, I think it was last October – it was the lady who runs the 
[style magazine] and that was a very good seminar.” (Isabelle) 


 
In addition to idea creation practices, participants pursue a variety of discovery strategies 


to detect market trends (see Table 6). These strategic actions include keeping track of the 
progression of other creatives’ works and styles. Furthermore, subscriptions to magazines and 
research on the Internet enable participants to spot new trends. Engagement in online forums 
and following blogs are considered among the most helpful activities, as they allow creative 
entrepreneurs to engage with relevant market segments. Being part of online discussions also 
helps participants receive feedback on concepts under development (Chua et al., 2015). 
Similarly, membership in societies enables participants to stay in touch with peers and 
provides them with access to privileged information and training opportunities (Elsbach and 
Flynn, 2013). In some cases, we found that societies offer dedicated courses that advertise 
new fashions. It should be noted that the personal styles of well-known creative entrepreneurs 
can also influence wider industry trends (Le Mens et al., 2015; Uzzi and Spiro, 2005). As 
Hayley explained, “I don't spot them [trends], I start them”. This influence is a result of the 
international reputation of excellence she has established over time (Svejenova et al., 2007). 


 







 


Table 7. Style evolution strategies 


advancing 
“It [style] needs to go with the time, … it needs to constantly move to keep people 
excited … and I've got to really think about how to evolve it.” (Ashley) 


differentiating 
“I try to keep abreast with things [styles], ... but I don't want to slavishly follow 
them, because … [certain styles] are not always going to be fashionable.” (Julie)


specialising 
“They [customers] want to see … how you got to there … they like to see new work, 
but at the same time … they want to see what I am known for.” (Doris) 


innovating 
“There's all kinds of rules, but … as a creative person, you've got to break them, you 
can't always stick to them or you'd always end up with the same results.” (Ashley) 


learning 
“Every single bear I make, there is a learning process and … so hopefully it gets a 
wee bit better. Even after 15 years you shouldn't get complacent.” (Hayley) 


 


Discovering new trends helps participants develop their styles, which in turn affects their 
creativity. As illustrated in Table 7, we found the relationship between personal style and 
creativity to be dynamic and shaped by evolutionary strategies. These strategies include 
continuously advancing a style in line with wider industry trends as well as differentiating work 
from current fashions (Simmel, 1991). In other words, participants seek a balance of fitting in 
with dominant norms while also standing out as acceptably deviant innovators (Voronov et 
al., 2013). We found that specialising in a particular style enables creative entrepreneurs to 
channel their creativity. Furthermore, participants consider the evolution of their styles a 
continuous learning experience, which benefits their creative practices over time. A negative 
consequence of this dual relationship is that personal style can also restrict the creativity of 
entrepreneurs (Glăveanu and Lahlou, 2012). In some cases, we discovered that being known 
for a style or being accustomed to employing certain techniques prevented entrepreneurs from 
developing more unorthodox or controversial creative approaches (Sarooghi et al., 2015). 


 
Philosophical Reflections 
Drawing on the findings discussed above, we developed a conceptual framework that 
describes the relationships between creativity, ideas, personal style and trends (see Figure 1). 


 
Figure 1. Factors influencing creativity and ideation 
 


 







 


 
Our framework extends prior research, which investigates the link between creativity and 
ideas (Amabile et al., 1996; Gemmell et al., 2012). Particularly, we propose that creative 
entrepreneurs employ creation strategies, which enable them to draw on their creativity to 
develop ideas. Simultaneously, they pursue discovery strategies, which facilitate spotting 
trends in the market in order to advance personal style. We find that personal style affects 
creative practices and, at the same time, style evolves as creativity develops. Furthermore, we 
propose that creative entrepreneurs employ strategic actions to maximise exposure to 
facilitators and minimise the effects of inhibitors of creativity. 


Our findings also highlight that factors which influence creativity vary according to the 
individual entrepreneur and are subjective in nature (Foss et al., 2008). Our study, therefore, 
demonstrates that phenomenological research approaches are effective means for analysing 
individual creativity. While adopting an interpretivist perspective facilitates examining 
complex processes, such as creativity, it requires in-depth engagement with participants, 
which limits the number of perspectives that can be explored in one study (Cope, 2011). 
Consequently, we chose to focus our analysis on the entrepreneurs only. However, contextual 
factors, such as industry trends, develop through interactions of a diverse range of agents 
(Uzzi and Spiro, 2005). Furthermore, ideas need to be recognised as novel and useful by a 
group of people (Amabile et al., 1996; Sarooghi et al., 2015). Thus, we argue that trends and 
ideas are socially constructed (Fletcher, 2006). Accordingly, we propose combining 
interpretivist and social constructivist perspectives in order to study creativity and ideation 
processes using the conceptual framework we developed. Based on the compelling argument 
of Sandberg and Dall'Alba (2009), we suggest that future research adopt practice-based 
approaches to achieve this objective. However, we acknowledge that a number of alternative 
process approaches may be equally suitable (Steyaert, 2007). 


 
CONCLUSION AND IMPLICATIONS 
 
Theoretical Advances 
This paper draws on rich empirical evidence derived from the lived experiences of creative 
entrepreneurs to contribute to the emerging debate on the role of creativity in entrepreneurial 
ideation (Shane and Nicolaou, 2015). We advance understanding of the early stages in the 
opportunity identification process by determining strategies that entrepreneurs employ to 
generate ideas and exploring factors that impact this creative process (Dimov, 2007; Gielnik 
et al., 2012). We return to the findings on facilitators and inhibitors of creativity in the final 
section of this paper in order to provide practical advice for entrepreneurs. In this section, we 
focus on the implications of our results regarding idea generation practices of entrepreneurs. 


Firstly, our research calls attention to the continuous and cumulative nature of ideation 
processes. We found that creative entrepreneurs rarely experience eureka moments, but rather 
engage in an ongoing process of developing emerging concepts over time (Gemmell et al., 
2012; Lumpkin and Lichtenstein, 2005). Only some of these concepts are transformed into 
fully elaborated ideas – many continue to be ‘works-in-progress’. While some may spark 
work in new directions, others are forgotten either entirely or until the memory is triggered 
again. Thus, although deciding to pursue an initial concept often involves strategic decision 
making, it is also affected by the subconscious mind of the individual (George, 2007). 
Accordingly, we would argue that, in seeking to portray entrepreneurs as agents of change, 
existing research has overemphasised the importance of strategic thinking and overlooked the 
impact of subconscious decisions and instinctive emotional responses such as gut feelings 
(Hayton and Cholakova, 2012). Clearly, this is an area where further research is required. 







 


We also propose that extant research has exaggerated the importance of divergent 
thinking in the ideation process (Runco, 2004; Woodman et al., 1993). In contrast to this 
dominant view, our study found that entrepreneurs continually engage in and rely upon both 
divergent and convergent thinking. We confirm that divergent thinking is essential for 
generating a range of initial concepts (Hennessey and Amabile, 2010). However, we argue 
that convergent thinking is similarly important in the ongoing ideation process and not just 
required to assess the quality of completed ideas (Harvey and Kou, 2013). Consequently, we 
suggest that future research further investigate the dynamic cognitive processes that occur 
prior to ultimate idea evaluation (Chua et al., 2015; Gielnik et al., 2012). 


The conceptual framework we developed in this paper explains the relationships between 
creativity, ideas, personal style and trends. By incorporating style and trends into our 
discussion, we advance the emerging debate about factors that impact upon ideation processes 
(Hayton and Cholakova, 2012). However, it should be noted that, due to the small sample size 
of our study, our findings are not generalisable (Cope, 2011). Thus, we suggest that future 
research test our framework in other contexts. It would be interesting to investigate whether 
entrepreneurs in other fields, such as technology or financial industries, develop ideas in ways 
that are similar to those in creative industries. 


Based on the perspectives of participants, we argue that, in addition to idea creation 
strategies, creative entrepreneurs simultaneously pursue trend discovery strategies, which 
enable them to develop their styles. We found that personal style and creativity are directly 
related and advanced through evolutionary strategies. It is important to place this concept in 
relation to wider debates on creation and discovery theories of entrepreneurial action (Alvarez 
and Barney, 2007). These theories have previously been juxtaposed: while creation theories 
suggest that opportunities are generated endogenously by entrepreneurs (Sarasvathy, 2001), 
discovery theories assume that opportunities exist independently, to be found and exploited by 
entrepreneurs (Shane, 2003). In contrast, we propose that creative entrepreneurs engage 
simultaneously in creation and discovery strategies when developing ideas that can be turned 
into viable business opportunities. Thus, our study highlights the overlapping and intertwined 
nature of these practices, which has been largely overlooked by entrepreneurship research. 


Furthermore, we argue that extant research has widely ignored the influence of personal 
style on entrepreneurial practices (Svejenova et al., 2007). We therefore suggest that future 
studies explore the dynamic relationship between personal style and creativity. Drawing on 
the related theories of taste, branding and legitimacy (Le Mens et al., 2015; Voronov et al., 
2013) could help elaborate the style evolution strategies we discovered in this study. It would 
also be interesting to investigate the degree to which personal styles may be passed on and 
shared among groups of people, such as families. We expect that, within contexts outside the 
creative industries, personal style will include not only artistic preferences, but also procedures 
by which other activities are conducted, such as management or innovation techniques. 


 
Practical Implications 
A major advantage of conducting phenomenological research is the ability to develop 
practical advice based on the lived experiences of participants. Our study provides a number 
of suggestions that will help entrepreneurs develop their creativity. Firstly, we propose that 
entrepreneurs determine which individual factors stimulate their creativity. Examples we 
provide, based on the perspectives of participants, include seclusion, exposure to new 
experiences and allocating time to get into a creative mind-set. Seeking inspiration can be 
particularly useful and it can derive from a variety of sources, such as artworks, other people 
and, above all, nature. Establishing favourable conditions for accessing creativity has a 
profound impact on the abilities of our participants to develop ideas. Furthermore, there is 
value in determining individual inhibitors of creativity. Our participants described emotional 







 


insecurities, preoccupation with problems and a lack of energy as common factors that 
impede creative processes. Accordingly, we identified a number of strategies that participants 
employ to cope with such issues, including exercising, relaxing and playing around without a 
fixed agenda. Taking notes of all initial thoughts and concepts is essential for creative 
entrepreneurs to explore, develop and return to ideas over time. 


As facilitators and inhibitors of creativity can vary widely among individuals, 
entrepreneurs should not be discouraged from pursuing creative work if the examples given in 
this study do not prove applicable to them. Producing ideas can take time and setting high 
expectations can be detrimental to developing creativity. As we have shown, there are a 
number of strategies that can be applied during the ideation process, including drafting 
concepts, experimenting with different mediums, revisiting prior ideas and talking to outsiders 
to gain a different perspective on emerging ideas. Furthermore, keeping an eye on trends in 
the wider industry through subscription to magazines, online research and engagement with 
peers can help entrepreneurs develop their personal styles and, by extension, their creativity. 
After all, “creativity is not the provenance of the ‘creative few’” (Lingo and O'Mahony, 2010: 
51), but a quality that everyone can develop over time (DeTienne and Chandler, 2004). 
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“HOW DO WE TEACH WHAT WE TEACH? UNPACKING ENTREPRENEURSHIP 


EDUCATION IN MALAYSIA HIGHER EDUCATION” 


Abstract 


ENT Edu has become a policy and critical agenda for Malaysian Higher Education Institutions (HEIs). 


One of the Malaysia aspires to instill an entrepreneurial mindset throughout Malaysian higher 


education system and create a system that produces graduates with a drive to create a job, rather than 


to only seek jobs. Therefore, the ENT Edu has been promoted and implemented into curricula in many 


universities in Malaysia. Nevertheless, the effectiveness of the ENT Edu is still debatable. Due to that 


reasons, this study will investigate the common practice in teaching ENT Edu at Malaysia HEIs by 


first conducting a document analysis related to ENT Edu. We thus triangulated with interviews with 


ten educators, the government officials from the Ministry of Education in Malaysia, and also the 


students. We found that although the common approach is still the passive approach (lecture), the 


educators also used the active approach (collaborative and experiential) in teaching ENT course. Yet, 


this study revealed that the used of difference pedagogical approach can impact differently to the 


learners’ outcomes. We also found that the educators’ business experience and the institution support 


also influenced the pedagogical approach used while student learning style and student interest will 


moderate the effect of learning outcomes.     


 


INTRODUCTION 


Entrepreneurship is seen as an important agenda for the most of developing countries especially for 


the purpose of economy growth and transformation of the nations (Galloway, Anderson, Brown, & 


Wilson, 2005; Matlay, 2005; O’Connor, 2013). Through the implementation of ENT Edu, it has the 


potential to develop an entrepreneurial mindset, skills and behavior that need by the employers and 


also to be an entrepreneur. Studies indicate that taking an entrepreneurship course can raise interest 


and intention in an entrepreneurial career (Fayolle, Gailly, & Lassas-Clerc, 2006; Liñán, 2008) and 


improvement of entrepreneurial competencies (Von Graevenitz, Harhoff, & Weber, 2010; Morris, 


Webb, Fu, & Singhal, 2013). Nevertheless, a study conducted by Oosterbeek, van Praag, & Ijsselstein 


(2010) shows that the ENT programs also yield negative impact on entrepreneurial skills. For 


example, although the students are taking the ENT course, they still feel lacking in certain skills 


(Chang & Rieple, 2013). There are many factors contribute to those findings. For example, according 


to Piperopoulos & Dimov (2014), the nature of the course, whether it is theoretical or practical 


oriented and also, the approaches to teaching entrepreneurship could affect the outcomes. In addition, 


Byrne, Fayolle, & Toutain (2014) asserted that the quality and the level of ENT Edu may have 


different impacts on attitudes, aspirations, and activity in countries at different stages of economic 


development. Therefore, this study will unpack those relationships and first try to understand the 


phenomenon by focusing on the pedagogical approach in teaching ENT Edu. This study is based on 


ENT Edu course at Malaysia Higher Education Institutions (HEIs). For that reason, this study will 


begin by determining the importance of ENT Edu and some debates on the effectiveness of ENT Edu 


at Malaysia HEIs. To achieve more understanding on this relationship, this study will use a conceptual 


ENT Edu Teaching Model, with focusing on six dimensions which is objectives, content & 


curriculum, pedagogies, audience, learning outcomes and course context.  


 


The Importance of ENT Edu at Malaysia Higher Education Institutions (HEIs) 


In recent years, the graduate employment problem has been a major issue in Malaysia. During the 


Ninth Plan period, the greater focus had been given to enhancing the human capital development and 


the inculcation of entrepreneurial values as a platform to promote the self-employment. Much effort 


was taken such as offering a special entrepreneurship program for unemployed graduates and the 


implementation of lifelong learning programs to drive a knowledge-based economy, but the progress 


has been slow. Due to that reason, in order to transform Malaysia into a high-income country, the 


Tenth Malaysia Plan outlined a holistic plan that focused on the development of innovative human 


capital. Under the Tenth Malaysia Plan (2011-2015), the Government aims to have 2,000 new 


business launched by students and graduates by the end of the plan. Thus, the Government committed 


to investing in creativity by stimulating entrepreneurship, through promoting entrepreneurship to 







 


young Malaysians. In relation to this issue, the ENT development policy for HEIs has been introduced 


on 2010.  The purpose of the policy is to encourage a strategic and holistic approach with three main 


objectives; 1) to produce quality human capital with an entrepreneurial mindset, attributes, and values; 


2) to increase the number of graduate entrepreneurs who will act the catalyst for the transformation of 


the country to a high income and innovation-led economy as a developed nation by 2020 and; 3) to 


produce academics and researchers with entrepreneurial mindset and capabilities. As a result, to 


achieve the above objectives, the Ministry has outlined six cores strategic, which two cores are 


emphasizing the importance of ENT Edu in producing university graduate with entrepreneurial 


knowledge and skills, through a systematic and holistic ENT programs. Thus, each HEIs are 


responsible for embedded the entrepreneurial elements explicitly in their ENT programs.  


 


Increasing the entrepreneurship courses in HEIs: A response to government push 


The Malaysian government considers the involvement in entrepreneurship as a possible solution to the 


problem of graduate unemployment through developing entrepreneurial characteristic and potential in 


university student. The best way to encourage people to venture into entrepreneurship is to educate 


them on the benefits and the potential they have in entrepreneurial activities. Therefore, ENT Edu has 


been promoted and implemented into curricula in many universities. Instead of offering a single 


program, most of the HEIs embedded the ENT course into their curriculum, by offering as a core 


course or an elective (Ramayah, Ahmad, & Ho Char Fei, 2012). For example, the HEIs offer a course 


namely “Entrepreneurship”, a compulsory course for all the diploma students. In addition, there is also 


entrepreneurship co-curriculum, where the student can enroll as a credit to their programs. It shows 


that there are numerous programs and courses have been offered in order to achieve the government 


aims to produce more graduates entrepreneurs. Nevertheless, some scholars claimed that the ENT Edu 


failed to engage student interest (Ismail & Ahmad, 2013) and the present curriculum is not effective 


(Cheng, Chan, & Mahmood, 2009). However, the study was exploratory and more rigorous study is 


needed to confirm those findings as it might really not relate to the curriculum itself, but other major 


factors such as support from the institution, government policy, and Malaysian culture. Instead of 


those studies, unfortunately, there is not much empirical research on the impact of Entrepreneurship 


Course in Malaysia HEIs. Due to that reasons, in order to examine the factors that influence the 


outcome of ENT Edu, this study will first try to understand the ENT Edu dimensions and its 


relationship through the ENT Edu Teaching Model. After that, by conducting an interviews and 


document analysis, this study will examine the current practice in teaching ENT Edu at Malaysia HEIs 


and determine the outcomes from ENT Edu course at Malaysia HEIs.  
 


Developing a Conceptual Framework for ENT Edu 


The task to investigate the outcomes of ENT Edu can vary according to many factors. For example, 


Mwasalwiba (2010) suggested that the design of ENT course should be design with a clear view of the 


types of graduates the trainer intends to produce. Prior to this study, Alberti, Sciascia, & Poli (2004) 


highlights eight relationships between objective, audiences, assessment, content, and pedagogies, in 


order to design an effective ENT program. Quite similarly, Fayolle & Gailly (2008) proposed the need 


to consider the diversity of ENT, from both ontological and at the educational level. They proposed a 


teaching model that relates to the design around five specific interrelated questions which is ‘Why’, 


‘For Whom’, ‘For Which Result’, ‘What’ and ‘How’. In addition, they claimed that the concept of 


teaching model integrates a number of dimensions from both the ontological and educational levels. 


For example, under the ontological level, the educator should understand the definition of 


entrepreneurship as a teaching field and also the definition in the context of entrepreneurship. 


Nevertheless, Maritz & Brown (2013) expanded Alberti et al., (2004) idea by suggesting another two 


components prior to specifying ENT program objective, which is to consider the context and the 


outcomes dimension for the program. They are integrating the contextual background of ENT Edu to 


the objective of the program, and incorporate the desired outcome of ENT Edu. We found that those 


four frameworks outline the similar starting point, which is the importance of understanding the 


objectives, goals, and target audience in design the ENT Edu. However, we think that this framework 


is very useful for the policy maker or ENT Edu curriculum developer in design an effective ENT Edu 


course, as it first examines the objectives and goals of the course. Our aim in this study is to 


investigate the impact of using the different pedagogical approach in teaching ENT Edu towards the 







 


learning outcomes. So, we focus on examining any factors that contribute into these two relationships. 


We found another conceptual framework, by Alexandria, Parton, & Robb (2014) which is more 


holistic in teaching ENT Edu. They outlined three dimensions (program characteristic, context, and 


participants) which shown to influence the range of ENT Edu and Training (EET) outcomes. Their 


idea is by focusing on the program dimensions that turn entrepreneurial knowledge into a variety of 


outcomes and examine from the program characteristic as one of the independent variables. In this 


study, they found that the participants and program context (economy, political and cultural) influence 


the program characteristics (program design, delivery method & educators, content & curriculum). 


Based on those frameworks, we found that is important to understand the relationship between the 


dimensions of ENT Edu first. So, next we will discuss the ENT Edu dimensions; that is outcomes, 


goals, content & curriculum, pedagogies, audience and course context.  


 


THE SIX ENT EDU DIMENSIONS 


“Outcomes Domains Dimension”. The outcome is defined as action and activities of participants after 


the intervention of ENT Edu program (Maritz & Brown, 2013). To date, it was found that the impact 


of ENT Edu yields various outcomes such as self-efficacy (Zhao, Seibert, & Hills, 2005)(Piperopoulos 


& Dimov, 2014), opportunity identification (DeTienne & Chandler, 2004), emotion (Shepherd, 2004), 


entrepreneurial skills (Liñán, 2008; Oosterbeek et al., 2010; Von Graevenitz et al., 2010) and starting 


business (Martin, McNally, & Kay, 2013; Rasmussen & Sørheim, 2006). Fayolle & Gailly (2008) 


suggested that ENT Edu course should target clear and comprehensive objectives at the micro 


(individual) level and the macro (organization, society) level and connected to the learning and social 


need. In contrast, Alexandria et al., (2014) proposed to categorize the outcomes into four domains, 


which are: (a) entrepreneurial mindsets, (b) entrepreneurial capabilities, (c) entrepreneurial status, and 


(d) entrepreneurial performance. This categorize found to be more holistic compare to others. So, any 


study of ENT Edu must be clear about which outcomes are being measured, as there are many 


outcomes that can be achieved by one ENT course. 


 


“Goals Dimension”.  This dimension refers to the objectives, aims, and goals of the ENT Edu. Fayolle 


& Gailly (2008) asserted that the objectives and goals of ENT Edu should be connected to learning 


outcomes. Curran & Stanworth (1989) and Garavan & O’Cinneide (1994) used the objectives of the 


programs to define the classification of ENT Edu. Liñán (2004) extend the idea and classified the 


objectives of ENT Edu into four aims that are entrepreneurial awareness education, education for start-


up, education for entrepreneurial dynamism and continuing education for entrepreneurs. On the other 


hand, Gibb (2002) and Hytti & O’Gorman (2004), suggested three types of ENT Edu objectives, 


whether is “learning about entrepreneurship,” “learning for entrepreneurship” or “learning through 


entrepreneurship.” According to Hytti & O’Gorman (2004), the design of the ENT program at HEIs 


should aim whether to have student obtain a general understanding of the roles of entrepreneurs in the 


economy and society, to change the student to become an entrepreneurial individual or to teach the 


student how to start a business.  


 


“Content & Curriculum Dimension.”. It is referred to the program content areas and curriculum. 


Alexandria et al., (2014) claimed that the content and curriculum have a strong relationship with 


outcomes a program aims to deliver. Stuetzer, Obschonka, Davidsson, & Schmitt-Rodermund (2013) 


mentioned about the need of varied ENT Edu curriculum that offer different functions and roles in 


order to foster the development of entrepreneurial skills. Fayolle & Gailly (2008) suggested that the 


contents of each entrepreneurship course should define through the combination of three dimensions, 


which are a professional dimension, the spiritual dimension and the theoretical dimension. The 


professional dimension relates more on specifically to practical knowledge or, know-how. The 


spiritual dimension consists two contents knowledge; the know-why (the driver to human behavior 


and actions, entrepreneurs’ attitude, values and motivation) and know when (the appropriate time to 


start). Finally, the theoretical dimension is to understand the entrepreneurial phenomenon. There is no 


standardizing of the content (Edelman, Manolova, & Brush, 2008) and curriculum on ENT Edu. Thus, 


the practice is usually related to the objective of the programs. For example, Jones & English (2004) 


outlined two sets of the objective as a basis of curriculum structure at the University of Tasmania. 


Maritz & Brown (2013) found that the course content can influences the way materials be taught. 







 


  


“Pedagogies Dimension”. It is referred to the implementation aspects related to pedagogical approach 


and the person in charge in delivering the content of the course and their background. Birdthistle, 


Hynes, O’Dwyer, & Costin (2009) asserted that teaching entrepreneurship requires a different 


pedagogical approach to other subjects. Usually, there are two types of teaching approach used in 


teaching ENT Edu. The passive approach is a traditional method, where student banks the information 


feed to them for use later and does not reflect on that information for validity. The active approach, on 


the other hand, is any instructional method that engages the student in the learning process through 


some activity that forces them to reflect upon ideas and how they are using that idea. There is evidence 


that passive and active approach has their advantages, and both can achieve good outcomes learning 


(Lourenço & Jones, 2006). Honig (2004) argued that in teaching ENT program, the pedagogy should 


develop on applied hands-on activities where it result on the student the experiential learning. Neck & 


Greene (2011) asserted that educator should approach entrepreneurship as a method, where it forces 


student not only knowing the knowledge but also to practice it. For example, Shepherd (2004) also 


suggested the ENT Edu educators should focus on how to teach and manage the emotions of learning 


from failure. According to Maritz & Brown (2013), experiential learning can be used to help students 


experience and learn from failure. Nevertheless, Fayolle & Gailly (2008) defined the teaching methods 


used in ENT Edu program relate to the pedagogies, follows the content and the objective of the 


program. Matlay (2008) identifies pedagogical initiative based on desired entrepreneurial outcomes. 


 


“Audience Dimension”. This dimension refers to the participant characteristics and the variety of 


audience of ENT Edu programs, with different socio-demographic (age, race, language), various level 


of involvement and aspirations in the entrepreneurial process. So, it is importance to the educators, 


especially when to design any ENT Edu program to understand their audience and gather knowledge 


regarding the profile (personality or trait), background, interest and intentions, behavior and their 


experience especially in terms of prior entrepreneurial exposure.  


 


“Course Context Dimension”. The ENT Edu program is also affected by the contextual 


implementation challenges of economic, political and cultural context. For example, the wider 


cultural, political and macroeconomic factors can have a profound impact on the level of student 


intentionality in a different country (Pittaway & Cope, 2007). According to Alexandria et al., (2014) 


the economic context represents the multiple economic variables that have been found to correlate 


with entrepreneurship outcome. The stability of local society and institutions, as well as the leadership, 


will promote entrepreneurship through local policies and institutions. In addition, the factors 


associated with local perceptions of entrepreneurship as well as cultural attitude toward failure, 


success and the traditional roles of certain members of society. According to O’Connor (2013), policy-


maker should design ENT Edu policy that fosters the introduction of program for entrepreneurship 


knowledge, corporate or social sectors to achieve economic development, productivity or utility 


respectively. Thus this in line with Alexandria et al., (2014), which found that the program context can 


influence the ENT Edu. The six dimensions of ENT Edu are found interrelated with each other. Next 


we began our investigation by review the documents related to ENT Edu at Malaysia HEIs, followed 


by the interviews with key informants. 


 


METHODOLOGY  


In this study, we decided to choose the qualitative approach because of two reasons. First, this study is 


an exploratory research, aiming to explore the common pedagogical approaches in teaching ENT Edu 


at Malaysia Higher Education Institutions (HEIs). Thus, this approach will help the researcher to 


achieve an understanding of this phenomenon by describing the individual experience. Second, the 


qualitative approach can give complex and detail understanding of the explored issue. In addition, this 


article also triangulated the qualitative interviews with official government documentation. We choose 


to conduct the document analysis, a systematic procedure for reviewing or evaluating printed and 


electronic documents. The used of documents in this study, instead of as a means of triangulation, it 


also provides data in the context of Malaysia HEIs. So it helps us to understand the historical 


background of the examine issue and suggest some situations that need to be observed. The document 







 


analysis includes a variety of forms such as official government plan, Ministry of Education policy 


and strategic plan, entrepreneurship syllabus and newspaper articles. 
 


Interviews and key informants 


In this study, we choose to interview the key informants because the interviews can provide useful 


information and we can ask the specific question. Second, we seek to understand the underpinning 


reasons for choosing those pedagogical approaches and the hurdle experienced by the educators. It 


was semi-structured interviews, where researcher developed and used an interview protocol. We 


conducted a one-to-one interview, using purposely sampling. We choose people who can help us to 


understand the phenomenon and develop a detailed understanding. Interviews were conducted with 


two groups of key informants; the first group comprising ten key informants who were recruited from 


the Ministry of Education from one of HEI in Malaysia. All participants are educators, which two of 


them have experiences in the ENT Edu curriculum development, and one of them is also an officer at 


Entrepreneurship Centre. Although most of them have experiences in teaching ENT Edu more than 


three years, however only five have attended a course in relation to ENT Edu. The second group, on 


the other hand, comprising ten students, that enroll the Entrepreneurship course in the current 


semester. Their age is between 19-21 years old, which five of them are from Engineering school and 


the other five are from Commerce school. Both groups were answered accordingly to their experience 


and knowledge. Table 1 shows the demographic information of the key informants. 
--insert table 1 here— 


Analysis of Content  


The data obtained from interviews and the ENT documents were analyzed via thematic analysis, 


which the theme is derived from the frequency of the occurrence of certain incidents, words and 


phrases. The thematic analysis is a method for identifying, analysis and reporting patterns (themes) 


within the data (Braun & Clarke, 2006). It gives an opportunity for the researcher to understand the 


potential of any issue more widely as it describe the dataset in detail and provides a flexible tool for 


qualitative research, where it is possible to integrate thematic analysis with some different theoretical 


frameworks. We started by first transcribed the data. Then, when the transcripts are ready, we started 


the thematic analysis using Brauns & Clarke’s (2006), the six-phase approach.  


 


Validity and Reliability 


According to Creswell & Miller (2000), validity is defined as how accurate the account represents 


participants’ realities situation (views, knowledge and experience) and the inferences drawn from 


them. Thus, to determine the validity in this qualitative study, we used two strategies. First, we asked a 


colleague, who is not involved in this study but familiar with the thematic process, to read through the 


scripts and generate codes. Then, we discussed by comparing both codes (generate by researcher and 


the colleague) to analyze any discrepancies in order to achieve the accurate coding. Second, the full 


transcript was sent to the participants so that they can confirm and comment on the information that 


had been given throughout the interviews. It is very important to build trustworthiness to ensure the 


reliability of the qualitative research. According to Lincoln & Guba (1985), there are four criteria have 


to be met: credibility, transferability, dependability, and confirmability. To establish the 


trustworthiness of this study, we used a triangulation of method. The triangulation involved two 


methods such as semi-structured interviews and document analysis. The use of different methods in 


concert compensates for the limitations that occurred. Where possible, supporting data will be 


obtained from the government documents to provide a clear explanation of the phenomenon. Also, the 


respective key informant will be received a consent letter, where the information of the risk and the 


opportunity to refuse in the study were stated in details. It is important to ensure only genuine 


participants willing to take part.  


 


FINDINGS 


The following analytical data sections explicate the common teaching pedagogy used in ENT course 


in Malaysia HEIs. From the data analysis, it can be seen that a very similar pattern between the first 


(passive approach) and the second theme (active approach). For example, informants mentioned about 


the learning materials that they used in class. Some of them mentioned about reading books, using 


cases as a writing assignment, notes and power point slides, while the others stated about the ‘dummy 







 


company’ and product development. Informant also pointed out about the learners’ engagement, such 


as student act passively while the educator transmitted the knowledge and the use of collaborative & 


experiential learning. In addition, there is also a pattern from the informant feedback regarding the 


learning outcomes. Thus, all the information gathered is outline as the first-order theme for both 


themes (passive and active approach). As a result, the second-order theme emerged for both themes 


are; (1) static learning materials and dynamic learning materials; (2) teacher-centered and student-


centered paradigm; and (3) knowledge focus, and skills & abilities focus. The third theme, the 


challenge in teaching ENT Edu emerged from the first order theme, when informants explained about 


their learning preference, the lack of skills and the budget constraint. Thus, this shows a pattern of the 


feedback from three stakeholders that created the second-order theme, which are the students, the 


educators, and the institution. Table 2 shows the three themes that emerged from interviews with the 


key informants and the document analysis. A detailed explanation of them follows. 


 


Table 2: Three themes that emerged from the data analysis 
Thematic Area Second-order theme First-order theme 


  Text  


 Static learning materials Cases 


  Additional readings  


  Transmitted knowledge 


Passive Approach Teacher-centered paradigm Students passively received 


information 


  Emphasis is on right answer 


 Knowledge focus Theoretical foundation 


  Memorization 


 Dynamic learning materials Dummy company 


  Product development 


Active Approach Student-centered paradigm Collaborative learning 


  Experiential learning 


 Skills and abilities focus Recognizing business opportunity 


  Opportunity to create creativity 


  Communication skills 


  Level of confidence 


 Student Learning preference 


  Familiarity 


Challenge of Teaching Educator Lack of skill 


  Poor training available 


 Institution Budget 


  Facilities 


   


There will be two sections in explaining the findings. Section one will be the analysis documents, and 


section two will be the analysis of interviews. 


 


Section One: Document analysis 


During the document analysis, we put a focus on the main documents, which is the syllabus (ENT-


PB201), the ENT policy and strategic plan for Malaysia HEIs and the MQA Framework to identify 


any similarities, differences or general patterns. We reviewed the syllabus and found that the content 


and course learning outcomes of the Entrepreneurship syllabus (PB201) are more theoretical based, 


where it emphasized on the knowledge focus rather than skills and abilities. For example, the syllabus 


outline shows that the course has eight topics, with 30 hours is allocate to theory part and only 15 


hours for practical activities in class. Also, the course has examinations to attend, which will 


contribute to 50% (quizzes and tests) to the final grade. In term of learning outcomes, as a compulsory 


course, this course highlight on the principles and the concept of Entrepreneurship, with emphasizing 


on the preparation of the business plan as a project. In conclusion, the findings show that the course 







 


content is emphasized more on imparting the ENT knowledge (model, theories) and there should be a 


collaborative learning (student-centered) implement in this course as the syllabus stated that students 


have to prepare the business plan in groups. Thus, this informs us that the syllabus and curriculum for 


ENT course (PB201) are designed focus more on imparting ENT knowledge, with the intention to 


inculcate the entrepreneurial skills through the assigned project. Due to these findings, next we will 


examine the relationship between the course design and the Malaysia graduate framework in order to 


shed some lights on this issue. 


 


The relationship between the course design and “Malaysia Qualification Framework (MQF)”  


In 2007, Malaysia government established Malaysian Qualifications Agency (MQA) as a responsible 


body for the quality assurance of HEIs in Malaysia. Thus, to make sure the quality and standards 


qualification, MQA create Malaysian Qualification Framework (MQF). MQF is an instrument that 


develops and classifies qualifications based on a set of criteria that are approved nationally and 


benchmarked against international best practices. It provides guiding principles for developing a 


curriculum that emphasizes the eight domains of learning outcomes (LOs) specified by the Ministry’s 


Department of Higher Education. The eight learning outcomes are; (1) knowledge of discipline areas; 


(2) Practical skills; (3) Social Skills & Responsibilities; (4) Values, Attitudes & Professionalism; (5) 


Communication, Leadership & Team Skills; (6) Problem Solving & Scientific Skills; (7) Managerial 


& Entrepreneurial skills; and (8) Information Management & Lifelong Learning skills. Thus, the 


student achievement is measured by the learning outcomes, which distinguish the competencies of 


what a student capable of doing at the end of the period of study. According to MQA Council, the 


curriculum structure should identify the objectives and learning outcomes of the program and 


incorporate a schema that would map the curriculum to the stated objectives and learning outcomes. 


Learning outcomes are statements that explain what students should know, understand and can do 


upon the completion of a period of study (Code of Practice for Program Accreditation-COPPA, 2008). 


It must be doable, measurable, observable and assessable. Learning outcomes are built upon 


established taxonomies in the cognitive, affective and psychomotor domains and show the different 


levels of learning from the simple to the complex. The course learning outcomes will describe the 


student achievement, in terms of skills, knowledge and behavior of going through the course. 


However, the institution is allowed to choose the domains that suitable and appropriate for their 


programs or courses. To achieve the learning outcomes, HEIs are expected to apply pedagogical 


approaches suited to the knowledge and skills being developed and developed assessments that 


measure graduate performance in a holistic manner. For instance, it was found that the syllabus stated 


the recommended delivery methods such as interactive lecture, discussion and brainstorming stated in 


the syllabus, and also the assessment for the course. Delivery at the course level must support the 


overall program learning outcomes. So, we compared the ENT course (PB201) learning outcomes and 


the MQA Framework to identify that the outcomes are planned parallel to the MQA needs. From the 


analysis, we acknowledged that each course learning outcome is designed to achieve one domain. 


However, each domain will be achieved through various topics that listed in the course. Also, each 


topic will be deliver using vary approach depends on the educator. Hence, it can be concluded that the 


different pedagogical approach will influence the learning outcomes (knowledge, practical skills and 


management & entrepreneurial skills). Next, we will compare the document analysis findings with the 


interviews findings to find the similarities in the relationship that we already claimed. 
 


Section Two: Interview analysis 


In order to extend our understanding, the following section will explain detail from the lens of three 


common questions; how the educators teach, why they teach and are they ready to teach. 


 


How do we teach entrepreneurship in Malaysian HEIs? 


The interviews with educators mentioned about learning materials that they used in teaching ENT 


course (PB201). It was found that some of them are used static learning materials, while others used 


more dynamic learning materials. For example, one educator told that; 


 


“I am using power point presentation, online platform (CIDOS) for giving notes and video 


link about business motivation…”(KI2) 







 


 


Interviews with students confirmed this. 


 


“She gives the lecture by referring to ENT book. She explained each point in the book…” 


(KI17) 


 


“My lecturer usually gives a lecture and uses the Ent book to explain all the theory...” (KI15) 


 


Nevertheless, some educators have initiatives to incorporate the active approach in teaching ENT 


course. For instance, the students are encouraged to do the real business such as selling product and 


offer services through the participation in the business event or project, organized by the institution 


such as Convocation Day, ‘Bazaar Ramadhan’ and Career Fest. Two students claimed that, 


  


“…we have to do business practical in event namely “Career Fest”. I learned how to attract 


customer and how to deal with people…”(KI18) 


 


“We have to create the Facebook pages and start selling product…” (KI11) 


 


The feedback from the informants also mentioned that most of the educators would start the class by 


giving a lecture. For example, one informant explains how the educator is teaching the ENT course 


(PB201) in the classroom. 


 


“She gives the lecture …” (KI17) 


 


In addition, it was also found that the class discussion, group presentation, and case study assignment 


are among the frequent pedagogical approaches used by the educators, instead of lecture. One of them 


asserted that by having a class discussion, she believes that students can enhance their communication 


skills and confidence level. Another educator also claimed that she could see the difference in terms of 


the student participation and level of confidence. 


 


“By having a class discussion, students can enhance their communication skills and 


confidence level. For example, at the end of semester, students are more confidence in 


delivering their business idea”(KI4) 


 


Thus, this revealed that they are using two learning approach in the classroom, that is teacher-centered 


and student-centered. It also can be noted that the using of a different approach to teaching ENT 


course (PB201), gives different impact on the learner’s outcome. For example, students explained that 


they gained knowledge when the educator gives a lecture in class, and learn skills in handling business 


when they have to run a business project. The students explained their experiences; 


 


“I think I get more knowledge on entrepreneurship because the lecturer explains a lot of 


things in class”(KI16) 


 


“…I gained a lot of experience such as how to interact and deal with customer, how to 


manage financial, and how to compete with other business” (KI7) 


 


It was found that there are two types of pedagogical approach that implemented by the educators in 


teaching ENT Edu at Malaysia HEIs; the passive and the active approach. However, the common 


pedagogical approach in teaching ENT Edu at Malaysia HEIs is still the passive approach, which is by 


giving the lecture. Although some of the educators have a strong initiative to implement the active 


teaching approach, and it is showing a positive impact on learners’ outcomes in terms of skills, the 


numbers of them are still very little. To extend our knowledge in understanding this phenomenon, next 


we will explore the reason and what factors contribute to the chosen pedagogical approach.  


 







 


Why do we teach what we teach? 


The feedback from interviews revealed that there are two learners’ outcomes due to the learning ENT 


course (PB201). Some of the students claimed that they gained ENT knowledge, while others asserted 


that the ENT course develops their entrepreneurial skills & ability. Thus, the following sections 


explore the issue on the content & curriculum, and also the educators’ business experience that cause 


the educators to use a different approach to teaching ENT Course (PB201). 


  


Content & Curriculum of the syllabus 


In term of the content syllabus, all the educators agreed that the ENT course (PB201) has a lot of 


theoretical content rather than the business practical.  


 


“Too many theoretical in syllabus…”(KI4) 


 


“The content of the course has too many theories to deliver to the students …” (KI9) 


 


Apart from this, the interviews also revealed the concern of the educators from Engineering 


Department regarding the content of the syllabus that should integrate some of basic innovation and 


product development, which applicable to engineering students. The students already acquire 


knowledge in engineering but the lack of entrepreneurial skills. Hence, one of the strategies 


implemented by the educator is by giving inspiring to the students. 


 


“...usually, I will encourage students to create innovation product, due to our niche 


area…”(KI2) 


 


Educators’ business experience  


The educators’ that have background and experience in business are more active and creative in 


teaching ENT course (PB201). In addition, instead of being an Entrepreneurship lecturer, one 


informant now is being a business reference to the students that have an interest in doing business on 


campus. 


“I am helping my brother in his ‘Tupperware’ business…Sometimes student purposely meet me 


to asked my opinion about to be a dealer, how to market the product, the price strategy and so 


on… ” (KI6) 


 


Are we ready for teaching entrepreneurship?  


It can be seen that there are dozens of HEIs with abundant of Entrepreneurship programs had been 


offered to tertiary students in Malaysia. There are varieties of programs to choose where each of HEIs 


offers a unique curricular design respectively.  Nevertheless, as an educator, are we ready for 


Teaching Entrepreneurship? Do we have such competencies in teaching ENT Edu? Thus, the next 


section will explain in details the challenge in teaching ENT course at Malaysia HEIs. 


 


Inexperience educators’ in teaching ENT Edu 


Most of the educators have no business experience, and some of them do not have a chance to attend 


any entrepreneurship training course related to teaching ENT (PB201). One of them told that; 


 


“Although I teach this course for almost four years, I never went to any Entrepreneurship 


training course and do not have any experience in business?” (KI1) 


 


Furthermore, educators also claimed that some of the Entrepreneurship training that they went, either 


the course is stress more on imparting entrepreneurship knowledge and preparing the business plan, or 


not necessarily in respect of the ENT (PB201) course syllabus. For example, another educator claimed 


that; 


 







 


“I went to a course for five days. We have to prepare a case study question regarding 


entrepreneur and at the end of the day submitted to the facilitator. But those questions never 


used in class” (KI9)   


 


As a result, when the educators were asked the reason they choose such pedagogies, the answer from 


them rely on the belief and related to the content and curriculum, also the learning outcome. Two key 


informants say that; 


 


“I choose those pedagogies because I would like to achieve domain that stated in the 


syllabus”(KI7)  


 


“I believe that student can explain clearly the concept of entrepreneurship” (KI10) 


 


Students learning style 


The education system gives an impact to the student learning style in Malaysia HEIs. Thus, it revealed 


the readiness of the students to change their mindset especially in the way of learning, from passive 


learner to active learner. For example, although some of the educators starting to use the active 


pedagogy in teaching ENT course, yet the students’ perception regarding this approach is negative. 


The students seem not ready to learn using ‘learning by doing’ concept. For example, one of the 


students said that he feels burdened with the task that be given to him and hard to learn ‘from 


experience.' He thinks that it is not suitable for them to learn this way. 


 


“We have to create a page, find a product to sell, deal with the supplier and many other 


things just for this subject. I have to put more effort and time while at the same time I have 


another subject that also have a project. I feel so burden”(KI11) 


 


Nonetheless, it is understood that the readiness of the students to learn with the active approach is 


negative because of there is no explanation from the educator why they have to and learn such way. 


One of the students compared his class with another class that used other approaches such as lecture 


and group discussion. Although he admitted that by doing business he can learn a lot and this is a good 


practice in learning ENT, but the lecturer has to explain in detail the objective of learning before 


proceeding to the task.   


 


“I found that it’s hard to learn like this. The lecturer does not use outline/syllabus, he stresses 


more on how to do business and want me to learn from experience. I admitted that this 


concept is good, but its better if the lecturer explains first then do the project…” (KI12) 


 


On the other hand, it is unbelievable when the students that learn using passive pedagogy feel happy 


and satisfied. Most of them give positive feedback, especially in ENT knowledge comprehension.  


 


“Overall, I am satisfied with the class. I think I get more knowledge on entrepreneurship 


because the lecturer explains a lot of things in class” (KI16) 


 


Nevertheless, a student that has an interest in Entrepreneurship do not see this as a problem at all. 


Most of them agreed on the benefit that they gain in term of entrepreneurial experience and skills. 


 


“I think it is a good experience for me, I can learn how to do business...I feel happy when our 


group got a profit although it was not too much” (KI13) 


 


“I think I like this approach because I can learn new things and get new experience especially 


how to do a business and how to interact with other people” (KI14) 


 


Institution support 


During the interviews, it was realized that the main problem for educators in teaching ENT is the 


funding issue. There is no special budget allocated to entrepreneurship course activities. The educators 







 


argued that although they had ideas in bringing the students to a site-visit and organized a workshop, 


the limitation of financial funding usually would be their main difficulty. Thus, they will use their 


creativity trying to minimize the activities cost.  


 


“…because of there will be a cost for transportation, time constraint and another issue, I have 


to think twice to do it” (KI13) 


 


To validate the issue of funding, the researcher conducted an interview with the Entrepreneurship 


officer. The officer is also one of the educators that teach Entrepreneurship course. He stressed that 


although the center has the budget to allocate to entrepreneurial activities, there is still a limitation of 


using it. Most of the budget addressed to all the students regardless taking the entrepreneurship course 


or not. However, and the same time the center will try to fulfill the institution needs as well. Thus, to 


providing a conducive entrepreneurship environment at the campus is an enormous financial issue. 


 


DISCUSSION 


ENT Edu has become a policy and critical agenda for Malaysian HEIs. In 2013, the Ministry began 


developing the Malaysia Education Blueprint (MEB) 2015-2025 (Higher Education) aiming to instill 


an entrepreneurial mindset throughout Malaysian higher education system and create a system that 


produces graduates with a drive to create a job creator, rather than the job seeker. As the crucial 


platform to inculcate the entrepreneurial cultures among the graduates, most of the Malaysia HEIs are 


offering ENT Edu at all level, whether as a compulsory unit, elective or as a program. Therefore, to 


promote and strengthen entrepreneurship development in a more organized and holistic among HEIs, 


the Ministry of Education launched two vital documents, which are Entrepreneurship Development 


Policy for HEIs and a Strategic Plan on Entrepreneurship Development in HEIs. It clearly shows that 


the Ministry of Higher Education is very serious in achieving their aims to produce graduates that 


have an entrepreneurial mindset. The documents analysis from the Malaysia Plan and Higher 


Education Plan is also endorsed this, a push from the government to the Malaysian HEIs. In response 


to this issue, this study first reviewed the syllabus and the MQA Framework to understand the nature 


of the course, the objective, the audience and the learning outcomes of the course. These findings then 


lead to the importance of choosing appropriate pedagogical approaches in teaching ENT course in 


order to achieve the learning outcomes. The findings from this study indicate that currently the most 


commonly used teaching approach in teaching entrepreneurship course at Malaysia HEIs is via 


lectures, that is the passive approach. The reason for choosing this passive approach is due to the 


content, curriculum syllabus, and also the objective of the course, which influence the pedagogy 


approach in teaching ENT course. Thus, this reveals that why students at Malaysia HEIs are exposed 


to the philosophy and theory rather than exposure to the practical entrepreneurial learning. As a result, 


the course failed to develop entrepreneurial skills and capabilities because it is designed for the 


purpose of imparting knowledge and teaching philosophy about ENT. Hence, this support the study by 


Ismail & Ahmad (2013); who found that the entrepreneurship curriculum is not effective, and the 


content is too theoretical grasp (Ahmad, Ismail, & Buchanan, 2013).  


 


In this regard, the educators and students should have a clear understanding of the course objective as 


well as the course content, in order to achieve the learning outcomes. If they are unclear and cannot 


relate the activities with the learning outcomes, the student will assume that such activities are being 


used for entertainment (Whetten & Clark, 1996). Besides, the course content and specific course 


objectives will be affected the type of pedagogical approach used in teaching ENT course 


(Mwasalwiba, 2010). Thus, it is important first for the curriculum developer to understand the learning 


objective for the ENT course at Malaysia HEIs, whether the purpose of delivery the foundation of 


ENT knowledge, or developing the entrepreneurial skills of the students in order to achieve the 


Government aspires. So, the curriculum developer can prepare an appropriate syllabus according to 


the learning outcomes. It has been noted that the expected outcome for entrepreneurship course is not 


only to teach students about entrepreneurship but to prepare them for it. Hence, it can only be achieved 


by making relevant the course content and learning process, and possibly, the learning environment, 


mainly by going beyond the boundary of the classroom and into the “real world‟ (Akinboye & Lope 


Pihie, 2014). It is in line with Rasmussen & Sørheim (2006) which claimed that active pedagogy 







 


provides learning environment where students learn to real-time, real-world and real problems. 


Scholars are already proposed some of the activities that can be implemented in the classroom and 


some of them already prove the advantages of the pedagogical approach towards the learning 


outcomes. For example, Ardichvili et al., (2003) identified cognitively, and association perspectives 


can be used by individuals to train their minds to recognize opportunities. DeTienne & Chandler 


(2004) proposed training opportunity identification skills through an active approach that leads to the 


identification of more innovative opportunities. Lope Pihie & Abdullah Sani (2009) proved that active 


approach enables students to have an entrepreneurial learning experience and improve their 


managerial skills, hence made them felt they were well prepared and motivated to start their own 


business. It shows that different pedagogical approach can impact differently, and thus support 


Galloway & Brown (2002), that stated the two key success factors for ENT Edu to be more 


successfully implemented are the objectives of the program, which must be clear and achievable; and 


effective delivery methods.  


 


The findings also revealed that the educators’ business experience and institution support can 


influence the educators in choosing the pedagogical approach in teaching ENT Edu. Research by 


Ruskovaara & Pihkala (2013) indicated that the perception teachers have on their entrepreneurship 


education skills is closely connected to the implementation of entrepreneurship education. Their data 


shows that a very positive influence on teacher training in ENT Edu and the ENT Edu practices. Thus, 


an educator should improve the way they teach because the learning approach for ENT should be 


different with another course. The process of entrepreneurial learning needs to be view as a method of 


practice that can stimulate the ‘real life experience’(Higgins & Elliott, 2011; Neck & Greene, 2011; 


Higgins, Smith, & Mirza, 2013). Furthermore, the findings acknowledge us that the student preference 


learning style and the student interest could moderate the learning outcomes. For example, the 


difference of learning culture in Asian countries was found to be the main reason for the 


implementation of a teacher-centered learning culture. Thus, even though they are studying at a higher 


education institution, they prefer the ‘spoon-feeding’ as that was the way they were trained to be since 


in primary school (Keat, Selvarajah, & Meyer, 2011). As a result, they prefer to remain as a passive 


learner rather that engage actively in the learning. Consequently, this explains why the group 


discussion and group presentation are predominantly used in teaching ENT course. A study by Yong 


(2010) found that the Malaysian tertiary students enjoy learning with peers as they believed that they 


can gain more by sharing knowledge with each other. Therefore, group learning is a natural 


occurrence in Malaysian classrooms as students habitually lean with their peers. Apart from that, the 


management of HEIs has to be supportive in providing a financial and moral support to the educators’ 


as well as students. A study drawn by Luthje & Franke (2003), provide evidence that the 


entrepreneurial intent is directly affected by the barrier and support factors from the HEIs stakeholder. 


Thus, the funding dilemma should be considered as a crucial element, and the government should 


ensure enough funds are allocated to support the entrepreneurship activities especially related to ENT 


course.  


 


RESEARCH IMPLICATIONS 


This study has contributed to the understanding of Malaysian HEIs in a few significant ways. First, the 


present study provides evidence that the pedagogical approach is the vital factors that can influence 


the outcomes of ENT Edu. For example, the passive pedagogical approach might effective to teach 


students about knowledge but failed to develop the entrepreneurial skills. In contrast, the using of 


active approach in teaching ENT could enhance the student creativity and instill entrepreneurial 


attitude. Thus, the ENT course should outline a clear objective with an appropriate content and 


curriculum, so that the educator could choose an applicable pedagogical approach in order to 


maximize the outcomes. In addition, the design of ENT Edu curriculum also should parallel to 


Government policy so that and the Government aspiration to produce 2,000 entrepreneurship 


graduates can be achieved. However, due to the lack of competency among the ENT educators, the 


implementation of active approach in teaching ENT Edu at Malaysian HEIs is very challenging. Thus, 


these findings provide valuable insights for the policy maker and the curriculum developer, as it 


should take this into account to promote the ENT Edu at HEIs. Second, this study addressed that the 


learning cultures issue as an important role in developing ENT Edu at Malaysia HEIs. Learning 







 


entrepreneurship should be an interesting where the activities can give the experiential learning and 


stimulate the creation of creativity. Hence, the changes in mindset should be the first step that has to 


be taken by the students. The ENT course is not only enhanced the student entrepreneurial skills but 


also adding the student personal value such as leadership skills, negotiation skills, and interpersonal 


skills. Therefore, the HEIs should take a serious action and support the Entrepreneurial ecosystem to 


ensure that the students achieved the appropriate learning outcomes, as well as the government 


desires; to produce the job creator, not the job seeker. 


 


LIMITATIONS AND FUTURE STUDY 


There are three limitations of this study. First, the objective of this study is to understand the common 


pedagogical approach in teaching ENT Edu at Malaysia HEIs. In this regard, the researcher conducts a 


qualitative study in order to observe and seeks to understand more about that phenomenon. Although 


it is an exploratory study, it provides a starting point for future research. Thus it may well verify the 


proposed conclusion. Second, because it is a qualitative study, generally the numbers of participants is 


small. As a result, the researcher will use the concept of saturation as a guideline for the sample size. 


For instance, although this study interviewed 20 key informants (ten educators and ten students), by 


the 8th interview, the researcher recognizes patterns in the participants’ experiences for both groups. 


Even though this qualitative study provides in-depth and rich information about participants’ views, 


nonetheless, because it is for discovery purposes, the findings cannot be generalized beyond the 


research participants. Third, the study demonstrates only by one Malaysian HEIs comprising two 


courses, which are Engineering and Commerce programs because, in Malaysia, it is very common for 


ENT to be offered in Engineering and Commence department. Thus this study will focus on two study 


programs. Due to that reason, the result of the findings might be relevant to the HEIs that have same 


syllabus and content of ENT Edu. 


 


CONCLUSION 


The purpose of this exploratory study is to examine the common pedagogical approaches in teaching 


ENT Edu at Malaysia HEIs. The discussion above provides some preliminary findings on the 


effectiveness of ENT Edu at Malaysia HEIs. Further research action should be taken to triangulate 


those findings. Additionally, this study also extends our knowledge about teaching and learning 


culture, where the implementation of passive learning should be a shift, in particular, to enhance the 


quality of education at Malaysia HEIs. 
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APPENDICES 


 


Table 1 : Demographic information of the key informants 


ID Gender  Teaching Highest   Position    


   experience/s Qualification   


---------------------------------------------------------------------------------------------------------------------------- 


KI1 Female  4 years  Masters’ Degree      Senior lecturer 


KI2 Male  3 years  Deg in Civil Engineering       Senior Lecturer, Ent Officer 


KI3 Female  5 years  Masters’ Degree      Senior lecturer 


KI4 Female  6 years  Degree in Human Resources Senior lecturer 


KI5 Female  1 year  Masters’ Degree     Senior lecturer 


KI6 Male  3 years  Deg in Civil Engineering      Lecturer 


KI7 Female  6 years  Masters’ Degree     Senior lecturer 


KI8 Male  12 years  Ph.D.      Senior lecturer 


KI9 Female  6 years  Masters’ Degree     Senior lecturer 


KI10 Female  5 years  Masters’ Degree     Senior lecturer 


KI11 Male  -  DLS (Current)     Student   


KI12 Male  -  DLS (Current)     Student 


KI13 Female  -  DKA (Current)     Student 


KI14 Female  -  DKA (Current)     Student 


KI15 Male  -  DKA (Current)     Student 


KI16 Female  -  DKA (Current)     Student 


KI17 Male  -  DKA (Current)     Student 


KI18 Female  -  DAT (Current)     Student 


KI19 Female  -  DAT (Current)     Student 


KI20 Male  -  DAT (Current)     Student 
* DLS: Diploma in Logistic & Supply Chain, DKA: Diploma in Civil Engineering, DAT: Diploma in Accountancy
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What stories do entrepreneurs tell? 


The influence of the entrepreneur’s narrative on investors’ decision to invest.  


 


 


Executive summary/Abstract 


This conceptual paper takes a look at the narration of the entrepreneur while he/she is seeking 


financial resources. We focus on entrepreneurs’ narratives and try to build a model 


conceptualizing how it influences his/her ability to raise funds from potential investors, 


especially business angels and venture capitalists.  


Martens, Jennings and Jennings (2007) have developed a fundamental conceptual model and 


tested it in the context of an IPO. They show that adequate entrepreneurial narratives about 


firms’ existing stock of resources act as resources’ leverage to secure additional financial 


capital. In our paper, we follow on from their reference model and intend to complement it with 


notions that have received much attention in finance. Therefore, we propose to combine and 


connect entrepreneurial and financial literature to propose a rich model.  


In our model, we consider that successful entrepreneurs develop adequate narratives to 


influence investors’ decision to invest and in turn, the entrepreneurs’ success in fundraising. 


Indeed, we argue that a well-constructed narrative may influence the investors’ affect towards 


the considered firm. We argue that this affect has a direct positive influence on investors’ 


willingness to invest and indirect effects on it through risk and returns perceptions. In this way, 


we propose that adequate narratives act on the fundraising success of the entrepreneur. Finally, 


we regard this relationship between the entrepreneur’s narration and his/her ability to acquire 


funds as a continuous loop where identity acts as a mediator.  


 


Keywords: Entrepreneur, investors’ decision making, funding, narratives, affect, identification, 


perceived risk and return. 
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Introduction  


Acquiring funds is of critical importance for an entrepreneur, not only to pursue opportunities 


at the beginning but also in order to grow afterwards (Martens, Jennings and Jennings, 2007). 


However, if securing funds with the aim of building and then growing ventures constitutes a 


vital task, it is also a very challenging task of the entrepreneurial process (Cassar, 2004). It is 


even more difficult for entrepreneurs in today’s economic conditions that make banks and 


money providers averse and less and less disposed to lend money1. Therefore, understanding 


the way an entrepreneur may influence his/her ability to acquire financial resources is a burning 


subject that deserves a special attention.  


Therefore, we focus on the narratives of the entrepreneur and on their influence on resources’ 


acquisition. The starting point of the present paper is the model developed by Martens, Jennings 


and Jennings (2007) in particular. We follow on from it to propose a conceptual model that 


complements and enriches it with elements borrowed from finance literature.  


If this model of Martens, Jennings and Jennings (2007) constitutes a reference in the 


understanding of the narratives’ influence on resources acquisition, it presents some limitations 


that we attempt to overcome. First of all, we are concerned, as highlighted by the authors 


themselves, that the focus on IPO brings into question the generalizability of the findings. 


Indeed, the findings are most applicable to the form of resources acquisition as an IPO. Then, 


in papers relating to the influence of narratives on resources’ acquisition, the ability of the 


entrepreneur to acquire funds has only been considered from the angle of the valuations 


accorded by the investors. However, we may imagine to consider the ability of an entrepreneur 


to acquire funds in other kinds of way. Moreover, this model of Martens, Jennings and Jennings 


(2007) considers the investors’ investment decision as strictly guided by rational variables. 


However, if finance literature has also considered investors as purely rational for a long time, 


it now recognizes the influence of sentiments (i.e. affect) in their decision. Indeed, if researchers 


in finance continue to consider risk and returns’ perceptions as guiding investors’ decision, they 


point out the need to consider feelings’ influence. Therefore, we propose a model that integrates 


investors’ sentiment. Including this variable in our model is even more important that financial 


literature teaches us that the more an investor acts in uncertainty -we already know that 


uncertainty characterizes entrepreneurial firms-, the more his decision rests on affect (Rubaltelli 


et al., 2010).  


Conversely to other researches on entrepreneurial narratives, we are not interested in the way 


narratives act to build legitimacy for a new firm, an area already investigated to a great extent. 


We rather choose to study firms already established and look at investors’ behaviors with a 


more modern perspective. Indeed, we consider that legitimacy does not constitute the only 


element that triggers investors’ participation in an entrepreneurial firm. Furthermore, if we 


recognize that legitimacy may constitute the corner stone of the investors’ decision to invest in 


a newborn firm, it cannot be employed to explain the investors’ decision to invest in an 


established firm (that has already gained legitimacy) at a development stage.   


We here propose a nonempirical article, and more specifically, a conceptual model. The reason 


why we choose to develop a theoretical paper, rather than an empirical one, is because the way 


narrative is used by entrepreneurs to influence investors is a theme that has been received few 


attention and still needs to be theoretically enriched before going on empirical researches. 


Indeed, as highlighted by Lurtz and Kreutzer (2014), few authors have been interested in the 


role of narratives in resources acquisition (Lounsbury and Glynn, 2001; O’Connor, 2002; 


                                                           
1 The Impact of the Global Crisis on SME and Entrepreneurship Financing and Policy Responses, OECD (2009).  
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Martens et al, 2007; Cornelissen et al, 2012; Allison et al., 2013). Moreover, we have moved 


towards a conceptual paper instead of a review or even a critique (Cropanzano, 2009) because 


the current knowledge about the chosen theme is insufficient to build an interesting and rich 


review or critique. However, developing a conceptual paper may nourish the knowledge about 


our theme.  


This conceptual paper attempts to enrich the knowledge in entrepreneurship in different ways. 


On one hand, this paper constitutes a respond to the call in the literature to nourish our 


knowledge about the way the “language used in entrepreneurial narratives influences the 


founding of new venture” (Allison et al., 2013). On the other, more than nourishing literature, 


it also has managerial implication. Indeed, knowledge of the way narratives influence business 


angels and venture capitalists would provide entrepreneurs an uncontestable advantage when 


addressing potential investors. 


We begin with an overview of the model of Martens, Jennings and Jennings (2007) which 


constitutes the corner stone of our model and develop what we still need know, afterwards. 


Furthermore, we take an interest in the theory about sentiment as considered in finance and 


highlight its contribution to the model of Martens, Jennings and Jennings (2007). Then, we go 


on with the development of some concepts mobilized to elaborate on our model. We advance 


some testable propositions about the way narratives of the entrepreneur affect his/her ability to 


succeed in fundraising. We conclude with a discussion and implications for both research and 


practice. 


Background  


The model of Martens, Jennings and Jennings (2007) as a starting point 


Martens, Jennings and Jennings (2007) have developed and tested empirically a model linking 


entrepreneurial narratives to entrepreneur’s resources acquisition. More specifically, they have 


showed the influence of narratives concerning existing stock of resources on the valuation of 


the entrepreneurial firm by investors in the context of an IPO.  


Theoretically, the authors have considered three ways through which narratives impact 


resources’ acquisition. Indeed, they have proposed that effectively constructed narratives act to 


(1) construct a comprehensible identity for the firm, (2) make sense of proposed means of 


exploiting opportunities and (3) generate interest and commitment among investors by 


embedding endeavors into broader contextual discourses. In order to assess the influence of 


narratives on resources acquisition, Martens, Jennings and Jennings (2007) have measured the 


entrepreneur’s ability to acquire resources by means of three dependent variables; the issue 


valuation premium, the retail market valuation premium and the total valuation premium. And 


they have demonstrated the positive influence of astutely constructed narratives on these 


premiums. While the second and the third propositions were only partially supported, the first 


proposition has been received full support from empirical researches. Moreover, Martens, 


Jennings and Jennings (2007) argue that the reason that narratives are so effective to act on 


investors’ decision through identity construction (the 1st and fully supported proposition) is 


because of the identity’s influence on asymmetry and uncertainty’s perceptions. 


Moreover, as already anticipated, Martens, Jennings and Jennings (2007) considers the 


investors’ investment decision as strictly guided by rational variables, specifically their 


perceptions of risk and uncertainty. But, behavioral finance teaches us that investors may not 


be regarded anymore as a perfectly rational being that is not influence by feelings. Including 


the feeling dimension in the model is thus of critical importance. 
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Then, the researches of Martens, Jennings and Jennings (2007) constitute the reference in order 


to understand the relationship between entrepreneurial narratives and resources acquisition. 


Thanks to their research, we are now able to understand how narratives impact the ability of an 


entrepreneur to raise funds. However, they have conducted their researches in the specific 


context of an IPO. It means we do not have knowledge about this relationship outside the 


context of an IPO. Therefore, the authors have given rise to their fears about the generalizability 


of the results and we decide to respond to their concerns. Hence, we propose to get away from 


IPO and to consider fundraising via business angels and venture capitalists. We know that 


before deciding to go on IPO, entrepreneurs and small firms firstly address investors such as 


business angels and venture capitalists (Casey, 2009).                                                                           


Moreover, some entrepreneurs (such as the ones active in creative sectors as luxury) are not 


willing to submit to strict economic and financial requirements and therefore, prefer not to raise 


money through IPO.  


Moreover, we learn from Martens, Jennings and Jennings (2007) that narratives positively 


influence the issue valuation premium, the retail market valuation premium and also the total 


valuation premium. It is critical to know the key variables impacted when considering 


entrepreneur ability to acquire funds. However, if the variables employed by Martens, Jennings 


and Jennings (2007) to measure the entrepreneur’s ability to raise funds are perfectly relevant 


in the context of an IPO, these do not make sense outside this context. Therefore, we do not 


have knowledge of the manner the funding success of an entrepreneur addressing investors such 


as business angels and ventures capitalists is impacted. Indeed, we propose to consider 


entrepreneurs’ success to raise funds from another perspective.  


The input of financial literature 


We choose to mobilize behavioral finance to enrich entrepreneurship research because we 


strongly believe it provides a modern view of investors’ behaviors that is closer to reality. 


Indeed, if traditional finance has long focused on pure rationality, behavioral finance, as a new 


school of thought, has rejected the perfect rationality of investors to breathe new life in finance 


by rather considering investors as human beings who have feelings which may influence their 


decision making.  


If financial literature finally recognizes the influence of feelings on investors’ decision; it has 


been considered two ways; investors’ sentiment and textual sentiments. On one hand, 


researchers call “investors’ sentiment”, the belief about risk and returns that cannot be justified 


by fact. Aspara and Tikkanen (2011) suggest that the more positive sentiments individuals have 


towards a company, the stronger is their extra motivation to invest in its stock beyond its 


expected financial returns. It seems that individual investors and small start-up (young, 


uncertain...) are more likely to be sensitive to investors' sentiment (Baker, Wurgler, 2007). On 


the other hand, sentiment is also considered from the angle of narratives. Financial literature 


calls “narratives’ sentiment” the degree of positivity or negativity in text. The most information 


sources that have given rise to researches in finance are public corporate disclosures, news 


articles and internet messages. It is generally agreed that textual sentiment has potentially strong 


impacts on stock returns and trading volume (Kearney, Li, 2014). Davis et al. (2012) show that 


levels of net optimistic language in earnings press releases are predictive of firm performance 


to the market. However, if researches in finance now recognize the influence of sentiment, they 


do not have linked narratives’ sentiment with investors’ sentiment yet. Indeed, until today, no 


research has studied the link between narratives, affect and investors’ decision making.  
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In order to well understand the model of Martens, Jennings and Jennings (2007) and the input 


of financial literature in entrepreneurship, it is necessary to look over each key concept, 


constituting the bricks of the model we propose in the present paper.  


Even though financial researches are more interested in stock market, they constitute a rich 


ground in order to assess the behavior of individual investors (such as a business angels) while 


considering investments.  


Mobilized concepts 


The narration/the storytelling  


Lounsbury and Glynn (2001) argue that entrepreneurs “must be skilled cultural operators who 


shape interpretations of the nature and potential of their new venture”. As mentioned earlier, in 


the context of an IPO, Martens, Jennings and Jennings (2007) have developed and tested a 


model where narratives constitute a key dimension in investors’ valuations of the 


entrepreneurial firm.  


Actually, the storytelling constitutes a specific discursive strategy more and more recognized 


to be mobilized by entrepreneurs in order to make and provide meaning (Smith and Anderson, 


2004). Indeed, it even seems that stories are the “fundamental, preferred and (…) effective 


means” (Martens, Jennings, Jennings, 2007) in order for the author to communicate, make and 


give sense (Boje, 1991). In this way, the storytelling forms “an essential component of an 


entrepreneur’s toolkit” (Martens, Jennings, Jennings, 2007).  


Narratives represent “accounts of events”; they constitute a set of stories (Dalpiaz et al., 2014). 


Based on the works of some philosophers and psychologists, O’Connor (2002) consider the 


narrative form as “constitutive of human understanding and [as] integral to meaning-making, 


identity building and purposeful acting”.  


O’connor (2002) considers the narrative competence of an entrepreneur as an “ability to plot 


oneself not only as a primary, but also as a secondary or minor character”. According to 


Martens, Jennings and Jennings (2007), narratives depict the entrepreneur, his firm or both and 


in this way, constitute an effective way to make and give sense.  


Lounsbury and Glynn (2001) define stories as “important organizational symbols that use 


verbal expression or written language”. On one hand, examples of oral language are the 


“extemporaneous stories” which are communicated in the entrepreneur’s day-to-day 


conversation or the “scripted narratives” told during more formal interactions (with 


stakeholders such as bankers, investors or media actors) (Martens, Jennings, Jennings, 2007). 


On the other hand, “minimal narratives”, the small stories appearing on firms’ websites or 


brochures, and “fuller narratives” such as annual reports constitute examples of the written 


entrepreneurial narratives (Martens, Jennings, Jennings, 2007). In whatsoever form, narratives 


can take the shape of “personal and social histories, myths, fairy tales, novels or everyday 


stories” (Smith, Anderson, 2004).  


Stories are “structured in three based structural components with transitions and event 


sequences” (Lounsbury and Glynn, 2001). The three constitutive elements that can be found in 


each story are:  a narrative subject looking for something, an object or a goal and finally, a set 


of forces that will enable or, at the contrary, retrain the entrepreneur to reach his targeted goal. 


These elements are organized through a temporal sequence that provides a sense of plot 


(Martens, Jennings and Jennings, 2007).  
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Briot and de Lassus (2014) have realized an analysis of the luxury firms stories based on the 


narrative schema of Greimas. Greimas’ model supposes a narrative stages six agents: (1) a hero 


or a subject, (2) an object or a goal, (3) a sender; the rules, values or ideology triggering the 


hero to act, (4) a receiver that benefits from the quest of the sender, (5) an helper, and finally, 


(6) an opponent (Lurtz and Kreutzer, 2014). According to the analysis of Briot and de Lassus 


(2014), the majority of the luxury firms use the figure of the founder as the subject in their 


storytelling, with the object of developing the firm. The sender is absent in each luxury story, 


demonstrating that the luxury subject (the entrepreneurial figure) is really free and independent 


because nobody else than him orders the object to reach. Moreover, according to Lurtz and 


Kreutzer (2014), the storytelling displaying “more narrativity and containing a structure that 


includes Greimas’ six actants are advantageous for resources acquisition”.  


According to Smith and Anderson (2004), the reason why narrative is so unique is its capacity 


of “linking individual human actions and events with interrelated aspects to gain an 


understanding of outcomes”. Narrative brings “distant things closer, make the obscure clear and 


simplify the complex” (Smith, Anderson, 2004).  


But, narratives do not only display the factual information into a chronological way. Indeed, to 


give sense, it is now widely recognized that the storyteller represents reality with some degree 


of freedom (Martens, Jennings, Jennings, 2007). Therefore, in the specific case of 


entrepreneurs’ resources seeking, narratives may be strategically used to give meaning to 


investors with the aim of shaping their decision to invest. 


Obviously, narratives addressing investors “should be carefully managed in order to improve 


chances of funding” (Allison et al., 2013). Martens, Jennings and Jennings (2007) show that 


“effective storytelling can facilitate external resources acquisition”. Indeed, these authors show 


that narratives relating a firm existing stock of resources act as “resources levers”. According 


to them, narratives may convey a comprehensive and unambiguous identity by presenting 


tangible and intangible capital of the firm into a “simpler, more coherent and meaningful 


whole”. Indeed, by making things understandable and reducing uncertainty, stories act to 


identify and legitimate new firms, in turn enabling them to acquire capital (Lounsbury and 


Glynn, 2001). As anticipated, this proposition of the role of identity created through narratives 


on resources’ acquisition is the only one proposition (out of three) that has received full support 


(Martens, Jennings and Jennings, 2007).  


Of course, to be effective, narratives are not constructed independently of the audience to which 


they are addressed (Lurtz and Kreutzer, 2014) and convey meaning “from implied author to 


implied reader” (Barry and Elmes, 1997). Indeed, Lounsbury and Glynn (2001) argue that, in 


order to be effective and therefore, influence the audience, “the content of entrepreneurial 


stories must align with audience interest and normative beliefs”. The storytelling is argued to 


be dialogic (Lurtz, Kreutzer, 2014). In order to gain financial support, entrepreneurs need to 


incorporate in their story what the investors really “want to hear” (Lurtz and Kreutzer, 2014). 


In this way, narratives act as “strategic devices”, used to influence the way people understand 


things (Dalpiaz et al., 2006). By the way, Allison et al. (2013) working in microlending in 


impoverished countries have shown that narratives arousing a warm glow effect in investors 


have a positive impact on entrepreneurs’ ressources’ acquisition. To further defend the fact that 


narratives have to be astutely constructed in line with investors, finance literature teaches us 


that the degree of positivity or negativity (called sentiment or tone) in text has a strong impact 


on stock return and trading volume (Kearney, Li, 2014). Tetlock et al. (2008) investigate the 


impact of negative words in important newspapers about S&P firms and shed light on whether 


and why quantifying language provides novel information about firms' earning and returns. 


Results show that negative words in the financial press forecast low firm earnings. These 
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negative words constitute useful predictors of both earning and returns. Moreover, Davis et al. 


(2012) show that levels of net optimistic language in earnings press releases are predictive of 


firm performance to the market. 


Investors’ decision to invest 


A new perspective of investors’ decision to invest 


Traditional finance research generally assumes that investors build their investment choices on 


the expected financial return-risk profiles of considered firms. But, this traditional perspective 


that only incorporates financial risk and return to explain investors’ behavior has been subject 


to criticism. Considering that investors only regard risk-return profiles would be tantamount to 


consider that people are only concerned about cost and nutrition when deciding what to eat 


(Aspara, Tikkanen, 2011). When at the restaurant, even if costs and nutrition is essential to 


make a choice, we may expect that the tastiness’ preference counts. As a client in a restaurant, 


in addition to his evaluation of the risk and the return of the considered investment, investors’ 


decision is influenced by affect. Behavioral finance teaches us that affect is more and more 


recognized to be an integral part of investor decision making of investors. 


Investors’ affect 


 “Affective reaction refers to an individual’s evaluative response to information that results in 


either a positive or negative valence in memory” (Victoravich, 2010). It is a very rapid and 


automatic reaction. The example pointed out by Statman et al. (2008) is quite meaningful; we 


do not just see a house, we rather see a beautiful or an ugly house. The affective evaluation of 


an object “is an overall attitude” that demarcates the “strength of how much a person likes or 


dislikes the object” (Aspara, 2013).  


Affective evaluation is recognized to guide human judgment formation and decision making. 


For a long while considered as a purely rational individual, investor, as a human being, also 


feels emotions, which may potentially influence his behavior. It is now recognized in finance 


that images and affective evaluations of investors about firms guide their investment decisions.  


It is expected that an investor facing two investment alternatives will choose the investment 


towards which he has the most positive affect. Because in an uncertain context he lacks 


information to correctly assess the risk-return profile of a firm, the investor will rely on his 


affect toward a company as a short cut (Aspara, Tikkanen, 2011). Specifically, “the more 


positive an individual’s attitude towards a company, the stronger his affect-based extra 


motivation to invest the company’ stock beyond its expected financial return/risk”. 


To keep on drawing a parallel between investment and meal decision and go deeper, we may 


assume that the consumer may use the tastiness’ preference as a short cut and choose what he 


likes, rather that evaluating the nutritional content and costs of each meal before making a 


choice.  


However, beyond using tastiness as a shortcut, tastiness’ preference of the consumer may also 


have two other kinds of impact. First, tastiness’ preference may impact his perceptions in terms 


of costs (lower costs’ perceptions) and nutrition (higher nutrition’s perceptions). And, the 


tastiness’ preference of the consumer may also affect his tolerance in terms of costs (because 


he likes the meal, he is ready to accept a higher price) and his requirement in terms of nutrition 


(because he likes the meal, he may accept less nutrition).    


Investors’ level of optimism/confidence 
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According to Martens, Jennings and Jennings (2007), Lounsbury and Glynn (2001) and Pollack 


et al. (2012), the reason that narratives influence investors’ decision is because of their impact 


on the uncertainty, risk and information opacity that potential investors feel and that constitute 


key variables in investors’ decision to participate in a firm. However, finance literature that is 


interested in the investors’ behavior assures that rational elements on which investors build their 


decision are the risk and the expected returns of the considered investment. Indeed, traditional 


finance consider that investors aim at maximizing the risk adjusted financial returns when 


considering to invest (Sahi et al., 2013). 


Therefore, optimism refers to higher overall financial returns expected from a company’s stock. 


The more optimism an investors has about the financial returns of a company’s stock, the more 


attraction he will have towards the stock and the stronger the propensity to invest in it. The 


confidence refers to the perception of risk. The higher confidence an investor has in his own 


expectations about financial returns of a stock, the lower perceived risk he tends to attach to the 


stock (Aspara, 2013). The positive affect towards a firm, by increasing the perceptions of return 


(optimism) and reducing the perception of risk (confidence), acts to increase the willingness if 


the investor to invest in an firm (Aspara, Tikkanen, 2008).  


To further build on the parallel between investment and meal choice of Statman (2004), we may 


consider that the tastiness’ preference of the consumer may impact his perceptions in terms of 


costs (lower costs’ perceptions) and nutrition (higher nutrition’s perceptions). 


Identification 


An investor’s affect toward a company “may also manifest as his identification with the 


company” (Aspara, Tikkanen, 2011). Identification is related to “the extent to which the 


individual perceives a positively affective congruence between the thing and his self/identity” 


(Aspara et al., 2008). Aspara and Tikkanen (2011) consider that the higher an individual’s 


affective self-affinity for a company, the stronger is his affect-based extra motivation to invest 


the company’s stock beyond is expected financial returns/risk. Moreover, an individual’s 


positive affect towards a company may have a negative influence on the financial return an 


investor is satisfied with (Aspara, Tikkanen, 2010) and a negative effect on his risks’ aversion.  


The identification of an individual with a certain object (i.e. a firm) “leads to his tendency to 


give supportive treatment to the object and/or cooperatively give more of his scares resources 


to it” (Aspara, 2013) (Aspara et al., 2008). One way supportive treatment and scare resources 


giving may be expressed is through investment. With identification, Aspara and Tikkanen 


(2011) prove an additional affective relationship investors may have with a firm. Indeed, the 


direct extra motivation of an investor to invest in a firm guided by his affect towards the firm 


may be further explained by the degree to which an investor feels the company to be congruent 


with his self-concepts/identities. This positive relationship between identification and 


investment decision is consistent with the suggestions that individuals may obtain self-


expressive emotional benefits from investing in certain stocks. 


If we go further on the parallel with the decision at the restaurant (Statman, 2004), we may 


imagine that the tastiness’ preference of the consumer may affect his tolerance in terms of costs 


(because he likes the meal, he is ready to accept a higher price) and his requirements in terms 


of nutrition (because he likes the meal, he may accept less nutrition).  


Entrepreneurs’ success in fundraising 


In order to assess the entrepreneurs’ success in fundraising, Martens, Jennings and Jennings 


(2007) have measured the influence of narratives on the issue valuation premium, the retail 
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market valuation premium and also the total valuation premium. If these variables are certainly 


relevant in the context of an IPO, these do not make sense outside this context. 


Therefore, in order to evaluate the entrepreneur’s ability to raise funds when addressing 


business angels and venture capitalist, we consider a set of different variables; the fact of being 


funded or not, the amount acquired, the percentage of money raised on the total amount to be 


acquired, the number of investors and the speed with which the funds are raised. Each of these 


variables is developed hereunder.  


Funded or not  


A first and simple way to measure success is to simply analyze if a firm has received funds or 


not (binary variable) as applied by Kreutzer and Lurtz (2014) in their empirical researches. 


Indeed, they have analyzed pitches of entrepreneurs and categorized the extracted data into the 


pitches that have received scholarship and those that do not have. The authors have shown that 


a "good" narrative, described as presenting more narrativity and a layout constructed on 


Greimas’ structure, increases the probability of an entrepreneurial firm to be funded.  


Allison et al. (2013) also consider this variable (to be funded or not) but only in a first step 


before analyzing the speed with which firms fully funded receive their funds. They do not 


simply consider that a firm is “successful” when it is funded. Conversely, they have decided to 


disregard the firms that were not fully funded, considering them as unsuccessful to analyze 


them further on another dimension.  


The amount  


The amount of raised funds is another variable some researchers have employed to evaluate the 


funding success of entrepreneurs. 


The conceptual model developed by Lounsbury and Glynn (2001) that makes emerge 


hypothesizes on the impact of narratives on the fundraising of entrepreneurs consider the 


amount of money raised to assess the latter. Indeed, they hypothesize that an identity astutely 


constructed through narratives act to legitimate more easily and acquire greater amount of 


capital.  


 


Then, Pollack et al. (2012) have also favored the amount of funds as a measure to evaluate the 


entrepreneur’s funding success. The authors have shown the positive impact of the preparedness 


in the business pitches of entrepreneurs on the amount of founding they receive from investors. 


 


The return/the % of money raised on the total amount to be acquired.  


 


Different entrepreneurs may not consider the same amount of money received as equally 


successful. Indeed, they all do not need the same amount of money to follow their venture 


project. By way of example, for a firm that requires expensive investment, 1000 euros may not 


be considered as successful while 1000 euros may constitute a real success for a firm that is not 


demanding in terms of investment. The only way to assess the success of the firm in fundraising 


is to compare the money acquired with the money needed; through a percentage.   


 


The number of investors  


 


We know from financial literature that investors have the tendency to follow what others do. 


This tendency to follow others is called herding behavior (Rubaltelli et al, 2010). Indeed, 


investors prefer not to lose time and money searching for further information (still more in an 
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uncertain environment). They rather follow the behavior of other investors. By following 


others, they do not take the risk to invest differently and be wrong. In this perspective, we 


defend that the higher the number of investors that start to invest in a firm, the more willing 


others will be to do it, in order to follow the first investors. In other words, the participation of 


a new investor in a new project may motivate other investors to participate in turn in this new 


venture. 


 


The speed  


The speed to acquire funds could be another measure of success to consider. Indeed, some 


authors have called up to the speed with which firms are funded as a measure of funding 


success. Moreover, we know that people value financial outcomes received sooner greater that 


the ones received later (Benzion, 1989). Therefore, we may suppose entrepreneurs will consider 


a rapid funding as more successful than a slower one. 


Allison et al. (2013) who have worked on the warm glow effect of entrepreneurial narratives 


on microlending investment in the specific context of impoverished countries use speed of 


funding to assess entrepreneurs’ funding success. The authors have shown that entrepreneurial 


narratives influence the speed with which the loans “are funded by individual investors”. 


Indeed, narratives higher in language indicating blame and present concern lead to more rapid 


funding while narratives higher in accomplishment, tenacity and variety lead to slower funding. 


Furthermore, Chang (2004) has analyzed how Internet startups' venture capital financing and 


strategic alliances affect start-up ability to go on IPO. Even if Chang (2004) has been interested 


in something quite different than narratives, this “ability” of the entrepreneur to go on IPO has 


been measured by the speed with which Internet startups had IPOs.  


The luxury case 


As a field, we propose to be interested in luxury. This field has been chosen for three main 


reasons. First, luxury is a marketplace (amongst others) characterized by high requirements in 


terms of capital needed. Indeed, luxury entrepreneurs have to support the cost of developing a 


high quality product, of in-house manufacturing, of a worldwide retail presence in prime 


locations, flagships in expensive capitals and concessions in department stores. They also have 


to support “the cost of running unprofitable yet necessary activities” such as couture fashion 


show (Auguste and Gutsatz, 2013). Then, in addition to be a demanding sector in terms of 


capital required, luxury is characterized by the creativity of an artist. An artist may never be 


willing to submit his/her creativity to purely economic requirements. Therefore, it is unlikely 


that a luxury firm turn to an IPO, which would restrict it to stringent economic requirements. 


Finally, Statman (2004) identifies an interesting relationship between luxury object and affect. 


Indeed, il seems the affect of a Rolex watch is more positive that the one of a cheap watch 


because of its prestige. This is the reason why Rolex’s customers are ready to pay 10000 dollars 


for a watch that has the same functional qualities than a cheap watch. 


Luxury is a very specific and intriguing market, where “conventions are turned upside down” 


(Berghaus et al., 2014). The demand increases with price and customers are ready to buy 


products that “do not exceed the functional performance of (…) less expensive (…) 


alternatives” (Berghaus et al., 2014).  


Authors have started to define the luxury object itself and have described it as something 


expensive, hard to obtain, of high quality, timeless, extravagant and a pleasure more than a 


necessity (Corbellini and Saviolo, 2012). To those characteristics, rarity and workmanship are 


also considered. Indeed, in spite of the costs it represents, luxury firms are keen to produce their 
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pieces by hand and often in-house (Auguste and Gutsatz, 2013). But, some products may 


present those characteristics without for all that we can consider them as luxury products. 


Hence, those definition characteristics do not fully capture the real meaning of luxury who “is 


shaped by cultural and historical heritage” (Dion and Arnould, 2011).  


Indeed, the real essence of a luxury product, and also the reason why luxury brands are able to 


set high prices, does not lie in those intrinsic characteristic. Conversely, the price differential 


between a luxury product and its non-luxury counterpart can be explained by the intangible 


characteristics of a luxury product (Dion and Arnould, 2011). Indeed, luxury products stand for 


“what they mean” and the emotions they create. What really matters in luxury is the 


“representational dimension” (Auguste and Gutsatz, 2013).  


Corbellini and Saviolo (2012) tend to capture and report this intangible notion by defining 


luxury as a “system of excellence” composed of a set of tangible and intangible characteristics; 


tradition and heritage, narration and imaginary, high price, innovation and creativity, superior 


quality, selective distribution and communication and high quality service. To these 


characteristics we may also mentioned the unicity, the estheticism and the polysensuality, 


referring to its multisensorial appeal (Dion and Arnould, 2011), as constitutive elements of 


luxury. Finally, Dion and Arnould (2011) also raise the “auratic” quality of luxury brands, 


meaning that they possess an aura of authenticity, based on the creator, that create a feeling of 


“adoration” among their customers. More generally, when you buy luxury, "you buy the brand’s 


history, the images and words attached to it, the brand’s name and what it triggers in you” 


(Auguste and Gutsatz, 2013). 


The entrepreneur active in luxury is defined as the represented figure of a luxury brand as being 


the one at the origin of its foundation (Briot and de Lassus, 2014). If it does not constitute a 


general rule, the name of the luxury brand often originates from its founder. The brand enriches 


from the personality and the specific traits of its founder, who is at the source of its history and 


values. Indeed, it seems that the perceived personality of the entrepreneur is attributed to his/her 


brand (Briot and de Lassus, 2014). Breazeale and al. (2014) argue that luxury brand image is 


more closely connected to the “public representatives of the brand (added: such as the founder 


or the creative designer) than any other category”. These people constitute, in this way, “the 


most valuable assets of luxury brands”. We also know that luxury companies are entrepreneurial 


and often familial firms where the role of the founder-entrepreneur is essential (Riguelle and 


Van Caillie, 2012). These elements of definition are the few ones that allow researchers to 


portray the luxury entrepreneur at present because this emergent concept has only recently 


started to be investigated in the entrepreneurial literature. Indeed, the entrepreneurial literature 


takes an interest in what Fonrouge and colleagues (2013) do not hesitate to name “a new field 


of research”.  


Before the special issue of Fonrouge and colleagues (2013), luxury had mainly been 


investigated by marketing literature without considering the entrepreneurial figure at the heart 


of the firm.  
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The proposed conceptual model and research propositions  


 


Figure 1 - Influence of narration on entrepreneurs’ funding success  


Because luxury is specifically defined as anchored in history, legend, narration and imagination 


(Corbellini and Saviolo, 2012; Gutsatz and Auguste, 2013), we argue that, as a discursive style, 


storytelling constitutes the more adapted tool to develop for an entrepreneur active in luxury. 


We argue that narratives act on the entrepreneur’s success in fundraising. Indeed, we strongly 


consider that narratives guide the investor’s affect and, in turn, his willingness to invest in a 


firm.  


We believe that narratives are able to influence affect of business angels and venture capitalists 


about the considered firm. Indeed, inspired by Davis et al. (2012) that demonstrate that the level 


of net optimistic language in earnings press releases is predictive of firm performance to the 


market, we develop that the more positive is the tone of the narrative, the more it positively 


influences the investors’ affect about the firm. Concerning how to influence investors’ affect 


towards a company, Aspara and Tikkanen (2008) teach us that most of the positive attitude 


individuals have toward a company come from “their positive attitudes to its products and 


brands, as well as to its employees and top managers and/or to its communication and 


advertising” Therefore, to have a positive impact on affect, it is essential for narratives to 


incorporate a positive tone towards these key elements.  


H1:  The positivity in narratives positively influences the affect of investors.   


Then, we argue that the investor’s positive affect about a firm has a direct and positive effect 


on his willingness to invest in the considered firm and thus, on the entrepreneur’s success in 


fundraising. Simply formulated, the more the investor likes the considered firm, the more he 


will be willing to invest in it. Indeed, we know from Aspara and Tikkanen (2011) that, because 


in an uncertain context, the investor lacks information to correctly assess the risk-return profile 


of a firm, he relies on his affect toward a company as a short cut. If Aspara and Tikkanen (2011) 


have worked in the stock market, their results are still very relevant and useful in the context of 


individual investors investing in entrepreneurial firms, precisely characterized by a high degree 


of uncertainty.  


H2: The more positive is the affect of an investor about a firm, the more he is willing to invest 


in it. 


Then, we also regard affect as having two indirect effects on the willingness of investors to 


invest and thus, on the entrepreneur’s success in fundraising.  
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On one hand, we strongly believe that the positive affect has a first indirect positive effect on 


the investors’ willingness to participate in a firm through their level of optimism and confidence 


about the considered firm. Indeed, considering the level of optimism, the more positive is the 


affect of the investor toward the considered firm, the more he is optimist; the perception of the 


expected returns increases. Then, as for the confidence, the more positive is the affect of the 


investor toward the considered firm, the more he is confident about it; the perception of the risk 


associated with the investment decreases (Aspara, 2013) (Aspara and Tikkanen, 2008). This is 


through this impact on the perceived expected return and risk that we argue the investor’s 


positive affect towards the firm influences his willingness to invest in it.  


H3: The positive affect of the investor towards a firm has a positive influence on optimism and 


confidence towards the firm.  


H3a: The positive affect of the investor towards a firm has a negative influence on the perceived 


risk associated with the investment; the investor becomes more confident. 


H3b: The positive affect of the investor towards a firm has a positive influence on the perceived 


expected return of the investment; the investor becomes more optimist. 


On the other hand, we defend that affect has another indirect positive influence on the investors’ 


decision to invest; through identification. Effective stories allow the listener to “identify with 


the components of the tale and can engage with the enactment” (Smith and Anderson, 2004). 


In order to be effective and trigger investors’ identification with a firm (perceptions of self-


congruency between the firm and investors’ self-identities), Aspara and Tikkanen (2008) 


remind us about the need for the narratives to be in line with investors. Moreover, the more 


positive affect people feel towards something, the more they identity with this thing. Therefore, 


we argue that the identification of the potential investors with the conveyed identities may 


influence the decision to invest of the business angels and venture capitalist. Moreover, by 


identifying with the firm, it is argued that the requirement in terms of expected return decreases 


and the aversion to risk also decreases (Aspara, Tikkanen, 2010). Indeed, while an investor 


identifies with the firm, he would be ready to accept lower return and be less averse to risk.  


H4: The positive affect of the investor towards a firm has a positive influence on his 


identification with the firm. 


H4a: The positive affect of the investor towards a firm has a negative influence on the risk 


aversion of the investors.  


H4b: The positive affect of the investor towards a firm has a negative influence on the returns’ 


requirements of the investors. 


We strongly defend that this “double” effect of affect on risk and returns (through 


optimism/confidence and identification) has a strong effect on investors’ decision to invest.  


Finally, aside from Martens, Jennings and Jennings (2007), we do not see the relationship 


between entrepreneurial narratives and entrepreneur’s fundraising success as a unidirectional 


linear relationship. Conversely, we also add to their model by rather considering this 


relationship as a loop. Indeed, we think that the funding of a first investor in a firm has an 


influence on the willingness of others to invest in it. More precisely, we argue that the higher 


the amount of money the first investors invest in a firm and the faster they lend these funds, the 


more other investors will be willing to invest in turn. We may regard this relationship as a 


virtuous circle. Each new euro invested in a firm by an investor acts to the willingness of other 


investors to participate in it, in turn. We build on behavioral finance to develop this argument. 


Indeed, we know from financial literature that investors have the tendency to follow what others 
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do. This tendency to follow others is called herding behavior. Even if it does not constitute a 


rational behavior, it avoids, for the investor that follows the first ones, to loose time, money and 


to search for information he may not be able to fully understand (Rubaltelli et al, 2010). That 


may be explained by the fact that investors are able to anticipate they will feel regret and guild 


if they go against “the crowd” (the other investors) and that it proves to be the wrong decision 


(Rubaltelli et al, 2010). “Much of investment is driven by expectations about what other 


investors think” (Aspara, Tikkanen, 2008). 


Further considerations concerning our model must now be highlighted. Of course, we are not 


arguing that an entrepreneur that does not have a serious plan for the development of his/her 


firm, that is unreasonable or ask money without offering any tangible guarantee will acquire 


funds from investors just because his/her narrative is effectively constructed. Indeed, the 


business plan is necessary. It allows the entrepreneur to prove the power, the track record, the 


ability to handle risk and the familiarity with the targeted market (Mcmillan et al., 1985). But, 


if Mcmillan et al. (1985) do point out the necessary role of the business plan, they recognize 


that it is not sufficient. Indeed, considering two entrepreneurs with comparable seriousness, 


tangible guarantee and promising projects, we argue that the one with the more effective 


narrative has higher probability to acquire capital, more rapidly and with a higher amount than 


the other one.  Indeed, Martens, Jennings and Jennings show (2007) that the displayed identity 


through narrative influences “external stakeholders above and beyond more purely factual 


information”. 


Further considerations and contributions  


In this research, we sought to investigate the relationship between entrepreneurs’ narratives and 


their success in fundraising to business angels and venture capitalists.  


We propose some hypothesizes about the way entrepreneurs’ narratives influence their success 


while seeking resources. Indeed, we believe that well-constructed narratives, by acting on 


investors’ affect, help the entrepreneur to influence his resources seeking’s success through 


different paths. More precisely, inspired by researches in finance, we hypothesize that astutely 


constructed narratives (with a certain degree of positivity) have a positive direct influence on 


affect. In turn, we further defend that affect may (1) be used as a short-cut for investors to 


choose to participate, (2) act to reduce perceptions of risk and returns and (3) act to decrease 


risk aversion and requirements in terms of returns. Finally, we consider this specific relationship 


as a continuous loop; each new euro invested by a new investor increasing the willingness of 


others to participate. 


We hope this paper contributes to entrepreneurship knowledge in different ways. First of all, 


the knowledge of the effects of the entrepreneurial discourse on resources acquisition is very 


limited. Indeed, to our knowledge, the only researches that have really tackled this subject of 


critical importance are the ones of Martens, Jennings and Jennings (2007) Allison et al. (2013), 


and Lurtz and Kreutzer (2014). We thus build on these researches and complement it with rich 


knowledge borrowed from finance. This literature allow us to finally recognize that investors 


are human beings capable of feelings. Therefore, by studying the influence of the 


entrepreneurial narratives on the investors’ decision, we respond to the call in the literature for 


research concerning “how the language used in entrepreneurial narratives influences the 


founding of new venture” (Allison et al., 2013).  


Then, we did already know that narratives regarding the existing resources of the firm influence 


the ability of the entrepreneur to raise funds, measured by the investors’ valuations of the firm 


(Martens, Jennings, Jennings, 2007) and that affect influences investors in stock market 


(Rubaltelli, 2010). However, before the present paper, we had not knowledge about the impact 
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of narratives on variables relevant outside the context of an IPO and about the link between 


narratives affect and investors’ decision making. In this research, we have therefore proposed 


to enlarge the scope concerning the ability to acquire funds of the entrepreneur to new 


perspectives. 


Moreover, the studies conducted by Martens, Jennings and Jennings (2007) and Lurtz and 


Kreutzer (2014) about the influence of narratives on investors and the ones in finance (Baker 


and Wurgler, 2007; Tetlock, 2007; Rubaltelli, 2010; Aspara and Tikkanen, 2010) have been 


realized in the specific context of an IPO. If the results of their research are fundamental in 


order to understand the influence of narratives and affect on investors’ decisions, they are 


limited to a specific context; the IPO. Indeed, Martens, Jennings and Jennings (2007) 


themselves indicate that the findings are mostly applicable to this form of resources acquisition. 


In this regard, we have intended to contemplate this relationship from the angle of a fundraising 


among business angels and venture capitalists. 


Furthermore, by investigating the narrative of the entrepreneur, and whether or not it has a 


successful impact on funds acquisition, we tackle the lack of “a thorough analysis of the 


“telling” and the “told” of successful storytelling” highlighted by Lurtz and Kreutzer (2014).  


Moreover, by being interested in how an entrepreneur shapes his narratives to influence 


investors, we were concentrated on what the entrepreneur does and not on what he is, as 


suggested by Gartner (1988). 


Then, with this paper, we also respond to the call of Grégoire et al. (2008) to understand the 


“black box” connecting entrepreneurs’ claims and investors’ perceptions.  


Furthermore, by connecting entrepreneurship and finance literature, we hope to develop modern 


and rich perspectives. Indeed, while entrepreneurship is mostly interested in the entrepreneurs’ 


behaviors, finance rather focuses on the investors’ side. However, in an investment process 


between an entrepreneur and an individual investor, both sides are interdependent and the 


relationship between both is thus of critical importance. 


Finally, we hope to enrich the knowledge about two growing streams of research. On one hand, 


we contribute to the growing narrative approach of entrepreneurship (van Werven et al, 2007). 


On the other, we also make our input to an emergent field of research highlighted in a special 


issue of Management International; the luxury entrepreneurship (Fonrouge et al., 2013). 


Indeed, the importance of the SME’s in the luxury sector is now recognized2. One of the 


proposed path of research identified by the authors is the one of the engagement of the 


entrepreneur and his stakeholders. Our research does contribute to it by analyzing the 


relationship between a luxury entrepreneur and his potential investors.  


Limitations and future directions for research 


Indeed, the proposed model is only conceptual, but this establishment of a model lays the 


foundation stone and constitutes an unavoidable step before going on empirical researches. 


Future researches would test this theoretical model empirically through both a qualitative and 


a quantitative research design. While a qualitative research would offer a rich insight of the 


content of effective narratives and the associated identities, a quantitative research would test 


the impact of an effective narrative on the probability, the speed and the amount (and percentage 


of the total amount needed) of the funds that an entrepreneur is able to acquire. It would also 


test the proposition of circular relationship between narratives and resources’ acquisition. Such 


                                                           
2 Conclusion du colloque « Métiers et industries du luxe : Quel avenir ? », 03/06/2008 


(http://archives.entreprises.gouv.fr/2012/www.industrie.gouv.fr/portail/secteurs/luxe2008.html)  



http://archives.entreprises.gouv.fr/2012/www.industrie.gouv.fr/portail/secteurs/luxe2008.html
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a dual methodological approach is the only way to demonstrate the substantial role of 


entrepreneurial narrative in practice (Martens, Jennings and Jennings, 2007). 


Because we are interested in the already established firms that seek capital in order to develop, 


the level of uncertainty and information asymmetry is lower than it is for very new start-ups. 


Therefore, we may expect that this fact moderates the effect of narratives on funds acquisition 


(Martens, Jennings and Jennings, 2007). However, it is not because a firm is already established 


that it does not present any risk or uncertainty. Indeed, because the considered firms seek to 


develop, they are expected to target markets never explored or act in a larger scope. These kinds 


of firms seeking to develop go through a transitory growth period, which are subject to 


additional uncertainty regarding their future values. 


Therefore, these already established firms do present even though a certain degree of risk and 


uncertainty.  


Finally, it would be of great interest for future research, to study in deep which narratives’ 


content influence audience’s affect towards his firm.  


Conclusion 


The importance of resources’ acquisition for entrepreneurs to develop is undeniable but still 


constitutes an intricate step in the entrepreneurial journey. The resources’ acquisition success 


of an entrepreneur is conditioned by investors’ affect and perceptions about the risk and return 


of the firm.  


 


However, fortunately for those seeking financial resources, narratives constitute discursive 


devices that can be employed in order to act on investors’ affect. Moreover, entrepreneurs 


seeking funding have the opportunity, via narratives, to influence the affect of investors towards 


the considered firm and in turn, influence risks and returns’ perceptions, which are decisive in 


the decisions making of investors. Accordingly, affect, directly or through the mediating role 


of identification or enthusiasm/confidence about return and risk, may positively influence 


funding decisions and in turn, the entrepreneurs’ success in fundraising.  


 


From both theoretical and practical perspectives, we believe this paper may help scholars as 


well as entrepreneurs. Indeed, we expect this research constitutes a rich breeding-ground for 


scholars and entrepreneurs in their concerns related to how to behave in order to enhance the 


chance for entrepreneurial firms to acquire critical resources they need to survive and growth. 
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Entrepreneurship Education & Business Modeling:   
Friends or Foes? 


 


Abstract 
The purpose of the current study is to identify and challenge the assumptions of current Business 
Modeling and Entrepreneurship Education paradigms in order to generate new insights and 
ideas about their coexistence and development. Objectivity and subjectivity, cognition and 
emotions, their benefits and disadvantages as well as possible and much required synergies are 
discussed and elaborated on. We hope that the discussion and suggestions would provide 
support and encouragement to refine the existing theory and develop the better ‘walking sticks’ 
for both, academics and practitioners in the challenging context of new venture creation. 


 


On Theories  
Theories are like mathematical models provide individuals with certain patterns to understand the 
complex issues and act upon them. Theories serve the purpose of incremental knowledge building 
providing scientists with the solid framework to build on and rely upon. Theories serve for development 
and evaluation of alternative action scenarios. As noted by Mintzberg (2005), the popularity of certain 
theory depends not as much on its objectivity and trueness, as on its practical utility. Theories serve as 
temporary walking sticks (Roethlisberger, 1977) to support our actions providing with the needed focus 
and guidance in a certain context. 


Some theories (especially in natural sciences) stay unchanged and unchallenged over centuries, other 
(especially in the social context), follow the human development looking for answers to new needs and 
ambitions within the emergent contexts. At best, theories can guide individuals, organizations and whole 
nations towards the desires. At worst, they can become a trigger for disaster. As described by Van de 
Ven & Johnson (2006, p. 814) “theories are fallible constructions that model a partial aspect of reality 
from a particular point of view and with particular interests in mind.” We do not consider this phrase as 
a criticism of the need for theories; the statement highlights the need to acknowledge and reflect the 
specifics of context and objectives when using theories to guide and support our actions.  


Among others, Corley & Gioia (2011) express their concern about the limited influence of theories 
developed by business scholars. The majority of scientific work stays unnoticed by both, academia and 
general public largely due to its oversupply and marginal contribution. At the same, some of the 
theoretical frameworks become used in a global scale providing educators with the tools and concepts to 
guide students’ learning and cognitive development. The impact of these theories can only be fully 
traced later, long after students’ graduation (Ghoshal, 2005).  


 


Business Modeling  
Business Modeling tools, and in particular Alexander Osterwalder’s (2004; 2010) Business Model 
Canvas (BMC) became a walking stick for the majority of current business programs concentrating on 
the topic of entrepreneurial new venture creation. BMC replaced the previously dominant Business 
Planning paradigm used in the same context. This happened largely due to the comparative simplicity, 
clear logic and illustrative exemplification of the new tool. The concept got popularized in both; wider 
public and academia to such extent that BMC can now be largely counted as a ‘flagship’ of the 
emergent Business Model paradigm (see e.g. Chesbrough, 2010).  


 


 


As described by Osterwalder, Business Modeling has an architectural purpose which serves as a ‘glue’ 
for translation of company’s strategic decisions into their materialization at the process level.  At the 







 


same, Business Modeling exemplifies the company’s logic of earning money through the two major 
parts of ‘making something’ and ‘selling something’ (Magretta, 2002). On the top of these Osterwalder 
built a constructive framework of seven pieces, the combination of which according to author, best 
describes the profit making mechanism. Author argues that the emerged BMC tool helps to understand 
and communicate, analyze, manage and prospect the holistic structure of any business enterprise.   


To further simplify the application of Business Modeling concept, scholars use numerous metaphors for 
its description. Among others the recipes, scientific hypotheses, scripts, pictures, ship models, role 
models, biological model organisms, puzzles and building bricks are used by different scholars (e.g. 
Baden-Fuller & Morgan, 2010; Osterwalder, 2004; Svejenova, et al., 2010) to trace and describe the 
Business Model development in different contexts.  


 As already mentioned, the major consumer of the BMC tool within academic community are 
Entrepreneurship Education scholars who teach courses concentrating on the issues of a new venture 
creation. Despite their difference Entrepreneurship Education and Business Modeling share a lot of in 
common. Both can be described in terms of “integrat(ing) a variety of academic and functional 
disciplines, gaining prominence in none.” (Chesbrough & Rosenbloom, 2002, p.533). Despite its 
current emphasis on opportunity identification and development processes (Shane & Venkataraman, 
2000), Entrepreneurship Education largely uses and modifies the combination of theories, tools and best 
practices from a variety of other scientific fields. Having its roots in fields of Strategy and Informational 
Systems BMC is one of these; arguably one of the most used and legitimized within the 
Entrepreneurship Education context.  


 


New Venture Creation reality  
We live in a dual Business Modeling and Entrepreneurship paradigm. Governments around the world 
support Entrepreneurial initiatives, which are considered as a driving force of today’s global economy. 
Consequently, Entrepreneurship Education and Business Modeling get their share of attention as a way 
and tool to promote and contribute to this development. The special emphasis is put on the high-risk 
high-growth startups with disruptive innovations and potential to challenge the existing market 
equilibrium.   


At this stage of the paper, we would like to elaborate on the specific context of the startup reality many 
Entrepreneurship students go through while working on their emerging ventures. Stevenson & Jarillo’s 
(1990) description of (the pursuit of) “opportunity which requires resources beyond those controlled” 
(p. 23) describes particularly well this initial stage of venture existence. Interestingly, the concept of 
Bricolage shares the same description; Baker & Nelson (2005) define it as “the pursuit of opportunity 
through close regard to the resources at hand” (p. 359). In combination with the rapidly moving, 
complex, uncertain, instable, inconsistent and largely unpredictable business environment, this stage of 
new venture creation process can be transcribed as an “unscripted temporal performance” (Morris et 
al., 2012, p. XX) of creating innovations through the recombination of existing resources with little or 
no regard to their possible scarcity. Indeed, the majority of newly established ventures are the 
“elaborate fictions of proposed possible future states of existence” (Gartner et al., 1992, p. 17) that 
“operate at the edge of what they do not know” (Hill & Levenhagen, 1995, p.1057).  


Young entrepreneurs need to perform a variety of tasks, play numerous, often simultaneous roles while 
aiming to develop their ideas.  And this is not all – among others, Cardon et al,. (2012) describe this 
stage of venture creation as one with the “extreme emotional context”. Most of new ventures fail within 
only a few years of existence; remaining ones consist of “few experienced, highly successful 
entrepreneurs and a number of inexperienced individuals with low returns” (Hamilton, 2000, p. 608). 
The same study reveals that on average, self-employed have lower earnings before, during and after the 
establishment of the venture compared to their employed counterparts. In this light, the reality of new 
venture creation context appears rather cruel. Few ventures get funded, fewer succeed, and even fewer 
get rich. This leads us to the logical question – Why do young people pursue entrepreneurship if it is so 
unpleasant, uncertain and unprofitable?  







 


Some argue that entrepreneurial pursuit is more often passion-related rather than profit-oriented (e.g. 
Cardon et al., 2009; Foo, 2011; Schindehutte et al., 2006; Shane et al., 2003; Svejenova et al., 2010; 
Tang et al., 2012). Taking into account the transitional nature of personal needs and desires we cannot 
generalize such statement since the mixture of personal (economic and noneconomic) reasons involved 
in this pursuit is difficult, if not impossible to reliably measure and separate. However, it is clear that 
intrinsic motivators such as pursuit of creative freedom, self-actualization, achievement, independence, 
personal satisfaction, meaningfulness, advancement and control (the list is not exhaustive) may become 
dominant especially in the context known for its resource scarcity and uncertainty. Here, we would like 
to underline the word pursuit, which indicates the aspiration, desire, ambition and affection towards 
immaterial objectives.   


 


Misfit 
The application of BMC within the context of this pursuit provides young entrepreneurs with the elegant 
tool to understand and communicate, analyze, manage and prospect their emergent ventures.  At the 
same it generates a misfit. To elaborate on it in detail we divide this issue as follows: 


Different background & operational context 
As already described, the BMC tool relies on concepts from Strategy and Information Systems. 
At the same, the vast majority of examples Osterwalder has in his PhD thesis (2004) and 
Business Model Generation book (2010) are long established successful companies (see 
Attachment 1). The logic of Business Models in the majority of case companies is filtered 
through the successful experience, market knowledge and established customer base and vast 
partner network. The functional existing Business Model provides opportunities to experiment 
with the renewal of existing building blocks and their expansion, or emergence and development 
of new ones (spinoffs). On the contrary, many startups have no resources, experience, customers, 
neither network to support them with their pursuits. Few startups, if any, have division to 
strategic planning, architectural and implementation layers in their organizational structure – it is 
all-inclusive. The dynamic nature of new venture development process provides little space for 
separation of emergent strategy from its implementation.  


 
Limited focus 
BMC provides its users with rather narrow definition of success. Profit generation can certainly 
determine the Business Model success in the long run (Margareta, 2002), but it does not 
necessarily serve as a single/most powerful driving force for the new venture development. 
Despite the interactive illustrations in the BMC guidebook, the tool remains a static set of boxes 
providing its users with options, and at the same limiting them. On one hand, such canonized 
framework might provide unexperienced budding entrepreneurs with the well-organized 
information package to build on; on the other, they might have little motivation to explore the 
unlisted alternatives.  
 
The role of the entrepreneur 
Individual actor is excluded from the final BMC framework despite one’s presence in ontology’s 
initial version (see Osterwalder, 2004. p. 44). We consider this exclusion as a biggest challenge 
for BMC’s application in the startup context.  The description of selected Business Modeling 
metaphors illustrates this problem:  


 Recipes without a cook much remind franchise models.  However, even a carefully chosen 
business model does not guarantee a success. Especially in case of new venture creation, the 
development of innovative recipes requires increased individual/team motivation and effort. 
The amounts, sequence, timing and cooking styles of different ingredients are still to be 
determined by daring cook.   


 Pictures without presence and active involvement of leading actor(s) will not generate a 
momentous cliffhanger.  







 


 Similarly to recipes, the configuration of Building bricks is much dependent on the abilities, 
intention and effort of the creator.  


 
Studies investigating the success factors of getting early stage funding also emphasize on ‘people’ as the 
most critical factor. Investors look beyond business model assumptions for individuals and teams with 
strong vision and charisma, technical and organizational talents. The emphasis is put on the quality of 
entrepreneur and one’s team, their motivation and capability to pursuit the shared objectives. 
Unfortunately BMC tool does not offer its users the opportunity to explore and elaborate on these.  
 
It is not our purpose to criticize business modeling and Osterwalder’s work. BMC is a tool which serves 
its initial purpose. The aim of this discussion is to generate a constructive statement that the tool’s 
structure and objectives do not entirely match with the realities of new venture creation context. ”The 
cause for our preference is not the same thing as the reason why we should prefer it” (Dewey, 2007, p. 
34). This statement highlights our urge for critical evaluation of tools, theories and concepts we promote 
to our students. 


 


Opportunity  
For every problem there is an opportunity. The opportunity for Business Modeling within the 
entrepreneurial pursuit lies in the identification of factors inherent to that context and their constructive 
integration into existing model. Combining objective truths and subjective desires, cognition and affect 
into a single concept appears to be very difficult sport. But it is not impossible. Number of truly 
inspiring publications attempting to combine these extremes has been published over the years (e.g. 
Adler, 2006; Baker & Baker, 2012; Crossan et al., 1996; DeTienne and Chandler, 2004; Foo, 2011; Seo, 
2003; Welpe et al., 2012). Teaching social skills, emotion and impression management, inclusion of 
artistic teaching styles and techniques into business courses have been suggested in order to close the 
evident gap between current educational practices and reality. These publications encourage educators 
to critically look at existing teaching tools, techniques and their underlying assumptions. However, they 
do not provide many cues for our effort to develop the walking sticks, which would best assist budding 
entrepreneurs with their pursuits.   


Our urge pushed us back to the discussion about driving forces of entrepreneurial pursuits. What should 
be done to the existing BMC tool in order to integrate, capture, reflect and act upon these driving 
forces? Ideally, every single cell of individual including the duality of cognition and affect should push 
the same direction generating a clear logic equipped with superior urge and passion towards one’s 
pursuit. Certainly, it is not the matter of either-or; it is like entrepreneurship - all-inclusive. 


 


Pursuit 
Similar to the description of new venture creation stage and bricolage, we started our search by looking 
at existing theories, tools, concepts and techniques covering the duality of cognition and affect from 
unrelated to business domains. The description of entrepreneurial experience as “unscripted temporal 
performance” (Morris et al., 2012) and Gartner’s (1992) entrepreneurial behavior as “acting as if” 
pushed us towards the exploration of theatrical metaphor. Unlike some of the previous attempts to 
bridge the theatrical and business knowledge (Anderson, 2005; Arkin, 1998; Cornelissen, 2004; 
Schreyögg & Höpfl, 2004), we decided to start our pursuit from research and analysis of literature 
concentrated on theatrical education and not performance. The book called ‘An Actor Prepares’ (1936) 
written by one of the most influential practitioners and educators in theatrical history Konstantin 
Stanislavski provided the best response to our quest.  


Explaining the purpose of his book, Stanislavski describes the difference between painting and 
photograph: the latter captures the picture in all detail, and the first - only essential. Capturing this 
essential requires artistic talent. The book describes the methodology of developing such talent through 
system called "The subconscious through the conscious, the involuntary through the voluntary". 







 


Introducing his system, Stanislavski lists five different levels of theatrical performance. The list starts 
from the ‘craftsmanship’, which concentrates on skillful use of instrumental skills and techniques (could 
be correlated to the concept of emotional labor in business literature). The list ends with the ‘art of 
performance’, the essence of which lies in metacognitive understanding of actor’s actions on stage 
through interconnections between own life, thoughts and  feelings, experiences and desires with duality 
of these in played role. According to Stanislavski, the possibility of actor to capture that essence 
transforms acting into ‘living’ on stage which is inwardness of theatrical existence.  


The purpose of the system is to introduce young theatrical students to the central aspects of the ‘art of 
performance’ through a set of specific triggers, techniques and concepts. The insights from some of 
these, especially relevant to our pursuit, are listed below:   


 


1) The subconscious through the conscious 
Describing his system Stanislavski argues that nature directs human mind and behavior far better 
than any acting technique. Even the most skillful acting cannot get anywhere close to the natural 
embodiment of the subconscious. When actor is fully captured by the performance, one 
unwittingly starts to live the life of own role without paying attention to the script, own actions 
and feelings. When there is no need to think about these - everything occurs naturally, 
subconsciously.  
 
The action must be internally justified, logical, consistent and realistic in order to trigger the 
subconscious behavior. Only such performance is able to fully capture the attention of all; the 
actor, one’s partners and the audience, to make them not only understand, but get instinctively 
involved in co-creation of meaningful and memorable experience. Stanislavski warns his 
students about excessive reliance on easily memorized instrumental techniques and mechanical 
skills of craftsmanship; not a single thing should be done without the inner justification of its 
purpose. The most powerful triggers to launch the subconscious activity of organic nature are the 
Engrossing objective and the Through line. 


 


2) Pieces 
The division of role into pieces is permitted only as a temporary measure. Actors are advised to 
work with the small pieces only in the course of preliminary planning. To explain this 
Stanislavski uses the example of sailor who was asked how he remembers all bends, banks, 
shoals, and reefs on his way. ‘I do not care about these, I follow the fairway’- was his answer. 
Similar to the sailor, the actor should construct own performance not through small pieces, 
which are innumerable and difficult to remember, but through the largest and most important 
landmarks the combination of which generates the fairway throughout performance. 


The goal is to have as large pieces in size, and as few of them in number. The larger the pieces 
and the fewer they are in number, the easier it is to generate constructive steps towards the 
desired objective of the whole performance.  


Stanislavski reveals the simplicity of division into pieces technique. Actor should ask oneself 
"what my role would not survive without?" and then recall the main points, without going into 
details. Each of us lives with accumulation of memories from life’s important moments. Using 
this example author suggests his students to live the life of roles they are about to play through 
the most significant landmarks of these roles. If actor does this kind of work throughout the role, 
the small tasks will naturally merge with each other and larger pieces. There will be only few of 
such by the end of the practice process. Placed along the storyline these pieces, as signs of the 
fairway, will generate a through line. Thus, the process of absorbing the small tasks into larger 
ones gets performed subconsciously. 


 







 


3) Names 
The correct name is the essence of each piece. It answers to and reveals the inherent question of 
‘What for?’ for each piece of the complex performance. Stanislavski warns his students about the 
danger of starting from nouns when naming the pieces. Noun provides the piece with only a 
formal and static definition of its insights. Nouns do not provoke for action. Meanwhile, the 
name of each piece must trigger and strengthen the action. Author advises to use active verbs the 
purpose of which is to push individual forward.  
 


4) Through line 
Large pieces get easily absorbed when logically designed. Placed throughout the play they 
generate the fairway that helps the actor to navigate through hazardous parts of the complex 
performance. Stanislavski recommends drawing the through line only through the largest and 
most lively pieces. When understanding their purpose and interdependence, all elements of role 
rush towards the pursuit of engrossing objective.  
 


5) Engrossing objective 
The pursuit of engrossing objective must be continuous, uninterrupted and flowing throughout 
performance. Everything that happens; all of its large or small pieces, all feelings, thoughts and 
actions of actor should be heading towards the central objective of the play. The interconnection 
and interdependence of every piece and action is so great, that even the most insignificant detail, 
which is not related to the engrossing objective becomes harmful and unnecessary, distracting 
from the essence of the pursuit. The urge for pursuit of genius objective is extremely strong. The 
traction is weak if objective is tangled and unclear. 


When the artist pursuits the truly engrossing objective, one puts all efforts in it. At that time, 
nothing prevents the human nature to operate freely, in accordance with its organic needs and 
aspirations. Nature takes charge of all the small tasks left unattended, which helps artist to focus 
on the engrossing objective. The larger tasks serve as logical steps in pursuit of this objective. 
Moreover, even the largest tasks get performed with the help of subconscious when artist is truly 
dedicated to the objective. The deeper, broader and more significant is the objective, the more 
attention it attracts to itself, and the less possibility small tasks have to disturb the continuity and 
desire for pursuit. Left to themselves, the small pieces get under the jurisdiction of actor’s 
subconscious. 


 


6) Audience 
Stanislavski advises his students not to worry about the audience and think about themselves. If 
actor is genuinely interested, the audience will follow. Actor cannot judge oneself during 
performance. The audience is not a judge either; they will be able to make reflexive meaningful 
judgements only later. The real judge is the partner. The ability of actor to communicate the 
engrossing objective to the partner and make one believe and share the meaningfulness of its 
pursuit serves as the best indication of achievement.  
 


7) The balance of dual existence 
The logic of action is achieved with the help of our human nature, life experience, instinct, 
intuition, consistency and subconscious. Creating a through line of own cognitive actions, actor 
intuitively generates a parallel line of own feelings. Actor lives, cries and laughs at the stage and 
at the same one observes own laugh and own tears. The balance of such dual existence is the Art 
of Performance. 
 
It is about posing great objectives and their genuine and logical pursuit. As for the result, it is 
generated by itself through the achievement of all the landmarks. Stanislavski urges not to start 







 


from result. It is not a given by itself, but a logical consequence of pursuit of objective. Logic 
and consistency create order, harmony and meaning, and help to generate the genuine, 
productive, and purposeful action. 


 


Jumping between paradigms 
The application of insights from Stanislavski’s system to the BMC use in the new venture creation 
context serves as a trigger for new ideas as well as reminder about long forgotten ones. In addition to 
such a generic advice as changing the names of BMC pieces into active verbs, we suggest 
entrepreneurship educators to try the following individual exercise with their students going through the 
new venture creation process:  


1) Start from asking students to answer the question "What the venture I wish to pursue would not 
survive without?" and elaborate on the main points without going into details.  


2) Ask them to spend some time on thinking about the reasons and personal motivation for new 
venture pursuit.  


3) Propose students to illustrate the interconnections between their findings from two previous 
stages.  Let them describe major steps towards their personal objectives paying special attention 
to question ‘What for?’ when giving names to their following steps. 


4) Let them compare their steps and objectives with illustrations of other members within the same 
venture creation team. 


5) Discuss the similarities and differences between individual objectives, steps and approaches 
described in each work. Identify the emerging roles of each team member based on their 
objectives, description of steps and motivation to pursue them. Elaborate on similarities and 
differences, complementing, competing factors and possible controversies.  


We believe that such exercise could provide the deeper insights about the ways, variety of objectives 
and different individual roles within the new venture team formation. It would also alloy budding 
entrepreneurs and provide them with the shared fairway for their pursuit.   


We believe that it is possible to not only jump between paradigms, but also constructively integrate their 
seemingly opposite perspectives and use these insights as logical steps in pursuit of engrossing 
objective. Stanislavski’s ‘Through line’ and ‘Engrossing objective’ provoke thoughts about the 
importance of often forgotten concepts of Vision and Mission in our everyday working life. To our 
knowledge, few if any use these words in Entrepreneurship Education context. Indeed, the majority of 
existing tools and theories support students in search for achievement of results and not the 
meaningfulness of their actions.   


 


Far from conclusion 
We live in a world of choices. In our daily life we choose between competitive products, services, 
directions and political parties. In academic life we are often forced to choose between width and depth 
of our research. At the same we might often realize that it is not ‘either-or’; sometimes one has to take a 
step back in order to realize the depth of the issue. We argue that similar to the learning from 
Stanislavski’s system, it should be the urge for engrossing objective and not predefined steps of 
achievement, which should guide our actions. This applies to both; scholars and students. 


The purpose of university level education should be higher than provision of purely instrumental tools 
for achievement of commercial results. We should strive to trigger students’ reflexive thinking about the 
purpose and meaningfulness of their actions. The courage to jump between paradigms in pursuit of this 
engrossing objective could help us with that.  
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Appendix 1: List of companies used for development and description of BMC framework (Osterwalder, 
2004; Osterwalder & Pigneur, 2010). 


COMPANY EST. 
P&G 1837 
Deloitte  1845 
Siemens 1847 
Telenor 1855 
Credit Suisse 1856 
Solvay 1863 


Nokia 1865 
Nestle 1866 
Agfa 1867 
Tata 1868 
Barnes & Nobles 1873 
Eli Lilly and Company 1876 
Ericsson 1876 







 


GE 1878 
Absolut vodka 1879 
Financial Times 1888 
Nintendo  1889 
Alcatel-Lucent 1898 
Renault 1898 
Fiat 1899 
Gillette 1901 
Rolex  1905 
Cemex  1906 
Rolls-Royce 1906 
Xerox 1906 
GM 1908 
FDT.com 1910 
IBM 1911 
BMW 1916 
Panasonic 1918 
McKinsey 1926 
Shlumberger 1926 
Volvo 1927 
Motorola 1928 
Sony Music 1929 
EMI 1931 
LEGO 1932 
Micro Precision Systems 1936 
Canon 1937 
Toyota 1937 
Samsung 1938 
HP 1939 
Hilti 1941 
Epson 1942 
IKEA 1943 
Sony 1946 
Tupperware 1946 
H&M 1947 
Adidas 1949 
Diners Club 1950 
REGA  1952 
Playboy 1953 
International Flavours and 
Fragrances 1958 
Warner Music 1958 
Visa Inc. 1958 
Wal-Mart 1962 
Nike   1964 
Benetton 1965 
Jet Aviation  1967 
Montreux Sounds SA 1967 
Southwest Airlines 1967 


Intel 1968 
Gap 1969 
The Gap 1969 
FedEx 1971 
Mobile Telco 1972 
SAP 1972 
Garmeen bank 1974 
Microsoft 1975 
1800Flowers.com 1976 
Apple 1976 
Ingram Micro 1979 
Psion 1980 
LSI Logic 1981 
Compaq 1982 
Swatch 1983 
Vodafone 1983 
Dell 1984 
Qualcomm 1985 
RyanAir 1985 
NetJets 1986 
ABB 1988 
France telecom 1988 
Peapod  1989 
Blizzard Entertainment   
(World of Warcraft) 1991 
ticketcorner.ch                       
NAGRA Kudelski Group 1991 
Red Hat  1993 
Amazon.com  1994 
Commerce One 1994 
Bharti Airtel 1995 
EasyJet 1995 
ebay.com 1995 
Metro (newspaper) 1995 
Grameenphone 1997 
LeShop  1997 
Netflix 1997 
Priceline.com 1997 
Google 1998 
ColorPlaza  1999 
getAbstracts.com 1999 
Guenstiger.de  1999 
Napster 1999 
Salesforce.com 1999 
GlaxoSmithKline 2000 
Zipcar.com 2000 
InnoCentive                           
(Eli Lilly and Company) 2001 
Lulu.com 2002 







 


Skype 2003 
Facebook 2004 
Flickr 2004 
Zopa  2004 


YouTube.com 2005 
23andMe 2006 
trueslant.com 2009 
Median 1965 


 


 


 


 


 


 


 


  







 


Picture 1: Business Mode Canvas (Osterwalder & Pigneur, 2010). 


 


 








OPPORTUNITY-BASED NEW VENTURE CREATION: AN OPPORTUNITY, 
OUTCOME AND PROCESS (O-O-P) FRAMEWORK 


ABSTRACT  


This paper develops a conceptual and functional opportunity-based framework for 
entrepreneurship theory and practice by building on the collective wisdom and foundation laid 
by research scholars in the broader domains of economics, philosophy, organizational, 
entrepreneurship, and strategic management studies over the years. The framework ties 
opportunity, outcome, and process (O-O-P) of a new venture at the startup stage in causality 
antecedent-end-mean relationships and orientations. The role of opportunity (particularly its 
‘root-origin’) in the individual-opportunity nexus (IO-nexus) notion (Venkataraman, 1997; 
Shane & Venkataraman, 2000) is rationalized as the core antecedent and key determinant of 
the startup entrepreneurial phenomenon in terms of its why, when, how, and for what 
outcome, as well as the causality linkages and orientations. This paper contributes 
‘regressionist’ epistemology as a fourth tradition for opportunity-formation, and the 
‘opportunity-hexadecadrant’ as an integrated platform for extending research, practice, 
teaching, and policy making.   


1. INTRODUCTION 


New ventures drive economic development, innovation and job creation. The risks and 
potential for failure are high; yet as reflected in the oft-heard cliché ‘we go with out gut,’ 
there seems to be a lack of methodical approach and insight on startup venturing.  Against this 
backdrop it will be beneficial for entrepreneurs to understand how best to orientate and 
manage the process of starting up, so that their new ventures can survive and grow. Research 
on the startup venturing process is therefore where entrepreneurship scholars can contribute 
the most (Davidsson, 2015).   


Hitherto not much has been written on new venture creation as a process. Research 
studies providing insights on the startup phenomenon defer to the ‘entrepreneur’ actor as the 
key driver of the IO-nexus. However, the sufficiency and criticality of the entrepreneur’s role, 
traits and characteristics have not been conclusively ascertained as some writers would like to 
argue (Casson, 2010). There are seminal works and theories that seek to provide insights on 
the determinants of entrepreneurship, such as risk behavior and perceptions (Douglas, 2006), 
decision making under certainty (Busenitz & Barney, 1997; Hayward, Shepherd, & Griffin, 
2006; Kahneman, Slovic, & Tversky, 1982), sources and types of innovation (Bhave, 1994; 
Davidsson, 2004; Drucker, 1985; Schumpeter, 1934; Van de Ven, 1986; Von Hippel, 1982), 
infomation search activity of new venture (Fiet, 1996), causes of mortality risk of new 
ventures (Shepherd, Douglas, & Shanley, 2000), entry strategies (Shepherd, 1998), and so on. 
While helpful, these studies  do not fully explain new venture creation as an end-to-end 
process, or describe its core elements, the causality patterns in terms of antecedent, end 
(venture outcome), and mean, as well as their orientations.   


To plug the gap in knowledge, this paper submits ‘opportunity’ (particularly its root-
origin) as the antecedent that determines the why, when, how (the mean), and for what end 
(venture outcome) of startup venturing as a process phenomenon. Opportunity is a vital aspect 
of the startup venturing process (Alvarez & Barney, 2007; Buenstorf, 2007; Shepherd, 
McMullen, & Jennings, 2007). Opportunity is the reason why a new venture is created to 
pursue opportunity as an “entrepreneurial event” (Bygrave, 1993, p. 257). Without 
opportunity, a startup venture lacks meaning and purpose, and the entrepreneur has no role as 
the actor. The new startup will have no basis to define its venture outcome/s, or the nature and 
orientation/direction of what entrepreneur does (Gartner, 1988). 







We posit in this paper that the ontological nature of opportunity is foundational 
determinant for the core variables of antecedent-end-mean and their orientations in the 
framework of the startup venturing process, where the root-origin of opportunity is the 
antecedent and also the end or effect (venture outcome) to be achieved for the startup venture, 
and the formation and exploitation processes taken in respect of opportunity are the means to 
the end. Opportunity, particularly its root-origin, determines the causal relationships among 
these core determinants in the order of opportunity–outcome–process (O-O-P), as well as the 
orientations of the relationships. The O-O-P framework as conceptualized herein provides the 
context to then study the other subcore determinants of startup venturing mentioned above. 
These other aspects do not alter the analytical generalizability of the O-O-P causality patterns; 
they can however explain real world deviations from the posited relationships. 


This paper will proceed as follows. First, a review of extant literature on entrepreneurship 
will be done, in particular the seminal perspectives on opporunity as an entrpereneurship 
theme. Based on the overview, the conceptual O-O-P framework for startup venturing will be 
developed. The next section will suggest how the framework might be tested empirically. 
Finally we conclude with the O-O-P framework’s implications and contributions to literature.    


2. LITERATURE REVIEW 


The research themes and literature reviewed herein are those relevant to the construct of 
the O-O-P framework for the startup venturing process. They encompass opportunity–
outcome–process, their causal connections, and their orientations (market or product). 


Entrepreneurship 


Considerable work has been done to define, explain, and develop entrepreneurship as a 
field of study (Gartner, 1990). However, Shane and Venkataraman (2000) note that these 
studies have not been able to produce a conceptual framework capable of “explaining and 
predicting a unique set of empirical phenomena” (p. 217). One reason is the lack of agreement 
on the definition of entrepreneurship (Gartner, 1990). Another reason is the inability to 
develop models and theories built on the solid foundations from other social disciplines 
(Bygrave & Hofer, 1991). A third reason is the reluctance among researchers even within the 
entrepreneurship domain to apply the work of their counterparts (Ucbasaran, Westhead, & 
Wright, 2001). The result is a myriad of determinant-based theories and research programs on 
risk and uncertainty (Knight, 1921), risk-taking and proactiveness (Miller, 1983), arbitrage 
and the ability to spot market imperfections (1973), profit-orientation (Cole, 1968), and 
innovation (Drucker, 1985; Schumpeter, 1934). While individually interesting, these 
determinants are not connected into a coherent framework for entrepreneurship process which 
is perceived to involve multiple antecedents that impact outcomes (Bygrave, 1993).  
Moreover, each of the determinants in extant research captures only some aspects but not the 
whole picture of entrepreneurship which is “intertwined with a complex set of contiguous and 
overlapping constructs” (Low & MacMillan, 1988, p. 141). As Bygrave (1993) mentions 
“Some observers believe that the answer to entrepreneurship theory may be found in the 
chaos theory – a relatively new science that was popularized by Gleick in his book Chaos: 
Making a new science” (pp. 255, emphasis added). 


The role and importance of ‘entrepreneur’ 


A dominant seminal definition of entrepreneurship is the IO-nexus notion (Shane & 
Venkataraman, 2000) which views entrepreneurship as the “joint characteristics of the 
opportunity and the nature of the individual” that is reflected in the process of  “how, by 
whom, and with what effects [or outcomes] opportunities to create future goods and services 
are discovered, evaluated, and exploited” (pp. 222 and 218, emphasis added). The process 







view of IO-nexus with its three stages of opportunity discovery, evaluation, and exploitation 
(Eckhardt & Shane, 2010) is often linked synonymously to the DEE notion in seminal works. 
The latter is predicated on the positivist-realist or discoverist epistemological view of 
opportunity-formation (Alvarez, Barney, & Young, 2010). It treats the ‘opportunity’ element 
in the IO-nexus ‘as is.’ The individual entrepreneur as ‘the actor’ (Davidsson, 2015) is thus 
elevated to the antecedent role in the entrepreneurial process (Ucbasaran, Westhead, & 
Wright, 2001). In this connection, research works based on the entrepreneur as an individual 
actor, his traits, socio-cultural background, or experiences have yielded controversial results 
and are unable to convey the whole picture on entrepreneurship. Low and MacMillan (1988) 
reason that “being innovators and idiosyncratic, entrepreneurs tend to defy aggregation . . . 
and any attempt to profile the typical entrepreneur is inherently futile” (p. 148). There are just 
too many variables that exist in the notion of ‘entrepreneur’ per se, so that “[t]hese studies–
when taken as a whole–are inconclusive and often in conflict” (Stevenson, 2006, p. 2). 
Gartner (1985) adds that the ‘entrepreneur’ is only one dimension in new venture creation. 


Entrepreneurial process 


One direction that entrepreneurship research has taken is to shift towards contextual and 
process studies (Bygrave, 1993; Kuckertz, 2013; Low & MacMillan, 1988). Bygrave (1993) 
cautions however that, “The entrepreneurial process is a dynamic, discontinuous change of 
state. It involves numerous antecedent variables. It is extremely sensitive to initial conditions” 
(pp. 255, emphasis added). The 2-dimensional perspective of the IO-nexus/DEE notion is an 
option to distill the antecedents for a general entrepreneurship framework. But as alluded to 
earlier, entrepreneur-based studies have been “generally . . . disappointing” (Ucbasaran, 
Westhead, & Wright, 2001, p. 4), and unable to offer sufficient validity or generalizable value 
or expanation on “entrepreneurial action and outcomes” (Davidsson, 2015, p. 674). 


Opportunity 


If ‘entrepreneur’ is an insufficient explanatory factor, the alternative would be to cast 
‘opportunity’ as the ‘other’ initial condition or antecedent that gives context to process-based 
studies seeking to explain new venture creation. Scholars value opportunity as a vital aspect 
of the entrepreneurship phenomenon (Alvarez & Barney, 2007; Buenstorf, 2007; Casson & 
Wadeson, 2007 Apr; Kirzner, 1997; McMullen, Lawrence, & Zoltan, 2007; Shepherd, 
McMullen, & Jennings, 2007), and the reason for creating new venture as an “entrepreneurial 
event” (Bygrave, 1993, p. 257). As noted above, the IO-nexus/DEE notion’s discoverist 
position offers no clue on the ontology of what opportunity is, other than as a given. Where 
opportunity comes from is also one of the most neglected questions in entrepreneurship 
research (Venkataraman, 1997). Furthermore in extant literature, the three epistemological 
traditions (i.e., discoverist, constructionist, and creationist) on how opportunity is formed 
(Alvarez, Barney, & Young, 2010) are fragmented and semantically confusing to visualize 
and contextually integrate. The ontology and epistemologies regarding the what, where, when, 
and how of opportunity therefore require elaboration to be integrable into an opportunity-
based framework for the startup venturing process.  


3. CONCEPTUAL O-O-P FRAMEWORK 


Entrepreneurship is a multi-dimensional phenomenon (Gartner, 1985) as the literature 
review demontrates. It involves multiple themes such as entrepreneur, opportunity, process, 
outcome, uncertainty, and innovation. The overall status of current research is characterized 
by diversity in definition, fragmentation in treatment, lack of parsimony, and lack of a general 
conceptual framework (Shane & Venkataraman, 2000). 







Where ‘entrepreneur’ fails as an explanator, the recourse would be opportunity as the 
antecedent cause and effect of the entrepreneurial process under the two factor IO-nexus 
view. After all, ‘opportunity’ is the antecedent cause for starting a venture, the object of what 
the entrepreneurs do (Gartner, 1988), and the subject of how a startup venture conducts its 
entrepreneurial ‘process’ to achieve the venture outcome as the end or effect. Opportunity 
therefore has relevance in defining the parameters for the startup venturing process despite  
the latter’s discontinuous change of state. As shall be explained, the root-origin of 
opportunity is the critical antecedent of this paper’s conceptual startup venturing framework 
that is based on the IO-nexus view of entrepreneurship. This opportunity-based approach to 
developing a parsimonious general conceptual framework on entrepreneurship resonates with 
academic scholars like Drucker (1985) and Vesper (1991). However the ontology of 
opportunity and its formation epistemology must first be clarified and understood. 


Ontological root-origin/cause: What, where and when does market opportunity happen? 


Knowing the ontology of what market opportunity is “should be one of the most central 
features of entrepreneurship research” (Davidsson, 2004, p. 28) as it will help to provide the 
“construct clarity” (Davidsson, 2015, p. 675) needed to progress entrepreneurship research. 
This holds true for a framework with opportunity as the antecedent object of a new venture, 
and the  subject of venturing processes (the means) taken to form and exploit it to achieve the 
venture outcome (the end). Bhave (1994) finds in his 1994 empirical study that “opportunities 
are recognized and evaluated by entrepreneurs with respect to markets” (p. 236). Market is 
therefore the place where opportunity is found. Opportunity happens when there are market 
changes (Timmons, 1990) from sources such as those that trigger the Druckerian (1985) 
innovative opportunities and the Schumpeterian (1934) new combinations. The triggering 
sources or ‘root-origins’ of these changes (or “external enablers” as Davidsson (2015) 
describes), manifest themselves in demand or supply, resulting in market imperfections/ 
imbalances that “generate the opportunity” (Eckhardt & Shane, 2010, p. 54) for counterpart 
supply or demand as the respective ‘instrumental mean’ to satisfy the root-origin of changes 
and bridge the imbalances.  


Figure 1. Opportunities: Ontologies and formation epistemologies 


 







A graphical way to render and visualize the ontological nature of opportunity in terms of 
the dynamic interactions of demand-supply and their changes is Fuxi’s (2,800 BCE) 
symbiotic yin-yang concept. This is commonly symbolized by Figure 1’s Taijitu, which is not 
unfamiliar to western cultures. The yin-yang notion is indigenous to many traditional Chinese 
concepts of science and philosophy, and is used to explain natural phenomenon in the world. 
It offers an alternative to Descartes’ notion of dualism (Stokes, 2010) for understanding the 
ontological nature of opportunity. In Descartes’ notion, reality is seen as comprising two 
conflicting elements of material substance and the mind’s activity contradicting each other. In 
contrast, the yin-yang notion describes and rationalizes how the seemingly opposite/contrary 
natural and social dualities interact and complement each other to form the Taijitu as an 
indivisible ‘whole’ (Wang, 2005; Wang & Chen, 2013), much like the changes in demand and 
supply interacting alternately as ‘root-origin’ and ‘instrumental mean’ to form ‘opportunity’ 
as a nexus. In the natural world, physical manifestations of complementary, interactive 
dualistic dimensions represented by the yin-yang notion include female-male, death-life,  
water-fire, darkness-light, shady-sunny, gray-white, existing-new/emerging, stillness/rest-
motion/movement, latent-clear, covert-overt, unobservable-observable, and so on (Wang, 
2005; Wang & Chen, 2013). These yin-yang dimensions are characterized by the following 
four manifestations (Fang, 2012; Wang & Chen, 2013): 


 they co-exist/co-present in everything (Manifestation #1, holistic duality); 
 their existence is ‘relative’ –  that is, yin and yang exist only in relation to, and 


complementarily co-connected with, each other in the natural world (Manifestation 
#2, dialectical duality); 


 their interactions occur in fluctuating or alternating patterns in terms of qualities 
such as observability or the lack of it (Manifestation #3)1; 


 they give rise to and transform into each other in a balancing process as they 
interrelate/interact under various conditions (Manifestation #4, dynamic duality). 


As Wang and Chen (2013) observe, the four manifestations reflect the general principle 
that neither yin nor yang alone can nurture itself, but “the two together do so and develop 
through mutual generation and promotion” (p. 2). This principle of separateness (dualism) in 
togetherness (co-presence/co-existence and co-dependence) is symbolized by the Taijitu 
which incorporates yin-yang dimensions. The Taijitu’s outer circle (see Figure 1) represents 
an indivisble whole, comprising the yin dimension shaped as the gray ‘tadpole’ rising on the 
left,  and the yang dimension as the white tadpole descending on the right. These two 
dimensions symbolize movement and interaction, and are not necessarily equal in proportion. 
At the head of each tadpole is a ‘dot’ (inner circle) with opposite color to indicate how one 
dimension begins to transform into the opposite dimension as it approaches its full potential. 


The same manifestations that characterize the dualistic physical dimensions in nature can 
equally apply to demand and supply as well as their changes, and to the dynamic interaction 
of demand and supply per se upon which opportunity as a phenomenon hinges.  Demand and 
suppy interacting under disequilibrium conditions (Arend, 2014; Shane & Venkataraman, 
2000) can have yin or yang manifestations depending on whether the market conditions are 
new (unobservable, emerging/unknown) or existing (observable, known) as represented by the 
yin (gray) and the yang (white) areas respectively (Manifestations #2 and #3). Either of the 
two elements (demand or supply)  can be the root-origin (i.e., the cause or trigger) with the 
other (supply or demand) as the instrumental-mean to satisfy the cause as an outcome. Such 
alternations interacting intra or inter existing and new marketscan yields 23 or eight different 
types/nexuses of demand-supply/supply-demand in ends-means/means-ends relationships 
(Manifestations #3 and #4) as Figure 2’s opportunity-hexadecadrant shows. 


                                                 
1 Graphically, this means that the gray and white areas in the Taijitu are not necessarily in constant proportions. 







Figure 2. Opportunity-hexadecadrant or matrix-grid of demand and supply interactions 


 


Therefore as reasoned above, ‘opportunity’ for a new startup venture can be defined as 
a nexus of demand-supply or supply-demand interacting in root-origin and instrumental 
mean relationship that happen under particular market condition. The eight types/nexuses 
of opportunitites are shown by the opportunity-cells in the four opportunity-quadrants of 
Figure 2. The six opportunity-cells in opportunity-quadrants #II, #III, and #IV involve ‘new 
combinations’ that Schumpeter (1934) describes as ‘entrepreneurial’ because either new 
demand,  or new supply, or new demand and supply, is involved The other two opportunites 
in opportunity-quadrant #I typify wholesale/retail arbitraging opportunities that happen in 
existing markets. Alfred Marshall (1920) considers them as ‘low level’ entrepreneurship and 
omits from his supply/demand analysis. 


It is pertinent to note in Figure 2 that the co-dependent demand and supply elements must 
be co-present (Manifestation #1) for an opportunity to be formed as a nexus. Absent either 
demand or supply, there is no opportunity but ‘vacuity’ and fantasy, and the entrepreneurial 
process will not happen. Moreover as symbolized by the circularity of the Taijitu in Figure 1, 
the nature of the opportunity itself is dynamic and subject to evolution/change, because 
demand and/or supply per se can and do change  in fluctuating and alternating patterns over 
time (Manifestation #3). 


As rendered in Figure 2, each opportunity has a unique root-origin/cause (demand or 
product) requiring a specific instrumental mean (product or demand) to match as a 
consequential venture outcome for the opportunity. For instance, forming and exploiting 
opportunity-cell #1’s particular opportunity-type will entail demand-oriented/market-oriented 
strategic processes of bringing/pushing existing product as an instrumental mean to 
supply/meet the new emergent demand (root-origin) as a demand-oriented venture outcome. 
This demand orientation is indicated by the direction of the dotted arrows within opportunity-
cell #1 in Figure 2. Likewise, opportunity-cell #3’s particular opportunity-type requires 
product-oriented strategic processes of bringing/pulling existing demand as an instrumental 
mean to the new innovative product (root-origin) as a product-oriented venture outcome. This 
product orientation is again indicated within opportunity-cell #3 by the direction of the dotted 
arrows in Figure 2. Thus, an opportunity’s root-origin/cause is ipso facto the defining basis 







and unifying factor of the end/effect (venture outcome), towards which  the venturing 
processes of formation and exploitation naturally orientate.  


In essence, the orientations of the eight opportunity-types, associated venture outcomes, 
and the respective formation and exploitation processes fall naturally into two dichotomous 
groups—market/demand-oriented (MdO) or product/supply-oriented (PsO)––depending on 
the respective root-origins. For a new startup, the revelation of root-origin/cause as the 
defining basis and unifying factor of opportunity operationalizes the venture outcome and the 
orientation of succedent formation and exploitation processes for startup venturing. 


Epistemology of opportunity formation 


Other than attuning entrepreneurial attention to the dynamic ontological  nature of 
opportunity and its dualistic antecedents, the Taijitu also provides a relational and contextual 
visualization on the epistemologies of opportunity-formation as Figure 1 shows. In fact, it 
helps to elucidate more clearly the three epistemological traditions posited in seminal 
literature, and allows this paper to expand the stock of knowledge on entrepreneurship by 
positing a fourth epistemology that extant work has not as yet identified. Each of these four 
epistemologies on opportunity-formation can be intuitively correlated to one of the four 
opportunity-quadrants I, II, III, and IV in Figure 2 as explained below. 


Opportunity-quadrant I (discoverist)  


The formation process for opportunity-cells #7 and #8 in Figure 2’s opportunity-quadrant 
is characteristically recognitionist/positivist-realist (Alvarez, Barney, & Young, 2010) or 
discoverist in epistemological tradition. It requires the alert entrepreneur (Kirzner, 1973) to 
spot, discover, claim, and exploit the opportunity ‘as is’ by way of arbitraging the root-origin 
(demand or product/supply) with instrumental mean (product/supply or demand). Both the 
root-origins and instrumental means are objective realities already present and observable in 
the existing market (the white yang tadpole area of Tajitu in Figure 1).  


Opportunity-quadrant II (constructionist) 


The types of opportunity in opportunitty-cells #2 and #4 of Figure 2 are formed by 
constructionist epistemology (Alvarez, Barney, & Young, 2010). ‘One-side’ (the root-origin) 
of the opportunity is known and already exists. It is observable in the white yang tadpole area 
of Figure 1, which represents the current market where the entrepreneur is. Hence there is no 
need to predict whether the opportunity is valid outside of his/her reality (Alvarez, Barney, & 
Young, 2010). In a simple sense as Stevenson (2006) expresses, “the entrepreneur is not 
necessarily concerned with breaking new ground; opportunity can also be found in a new mix 
of old ideas or in the creative application of traditional approaches. We do observe, however, 
that firms tend to look for opportunities where their resources are” (pp. 4, emphasis added). 


To ascertain the opportunity’s ‘other side’ (i.e., the instrumental mean) which is as yet 
unobservable/unknown (represented by the gray yin dot of the Taijitu in Figure 1), the 
entrepreneur shapes his/her somewhat vague new venture idea (Davidsson, 2015) by deferring 
to the resources that he currently has, such as information, experiences, skills, and technical 
and management knowledge. The entrepreneur progressively applies “interpretive 
understanding of particular actions” (Alvarez, Barney, & Young, 2010, pp. 27, citing Azvedo, 
2002) using effectuation logic (Sarasvathy, 2001) and bricolage (Alvarez, Barney, & Young, 
2010; Baker & Nelson, 2005) to “construct, deconstruct, and reconstruct an existing reality so 
as to form a new reality and thus opportunity” (Alvarez, Barney, & Young, 2010, p. 27). In 
other words, based on the known root-origin, he/she tests, designs, and personalizes the 
constructionist opportunities as “self-fulfilling prophec[ies]” (Alvarez, Barney, & Young, 
2010, p. 27), for which the venture outcomes are MdO or PsO depending on the antecedent 
root-origins. The entrepreneur’s “opportunity confidence” (Davidsson, 2015) is reinforced as 







his/her conviction of the opportunity as a new venture idea (Davidsson, 2015) become 
accurate; but overconfidence biases can feature (Alvarez, Barney, & Young, 2010; Busenitz 
& Barney, 1997). 


Opportunity-quadrant III (creationist) 


The opportunity-formation process is characteristically creationist/evolutionary-realist in 
epistemology. Both the antecedent root-origins and instrumental means for opportunity-cells 
#5 and #6 in Figure 2 are initially unobservable. The entrepreneur needs to grapple with the 
yin (gray) tadpole area of the brand new market in Figure 1 that is unbeknown to him/her. The 
entrepreneur applies his/her knowledge, and through trial-and-error blind variations socially 
constructs the actions for his/her vague new venture idea (Davidsson, 2015) of the 
opportunity, waits for cross-validation by the market to select-and-retain his/her actions, then 
readjusts the action (Alvarez, Barney, & Young, 2010). As the entrepreneur circles from the 
gray yin tadpole area through the white yang tadpole area and back, he/she draws on 
formal/informal networks (Birley, 1985) to gain opportunity confidence of his/her new 
venture idea of the opportunity and evolve it into a MdO or PsO creationist-opportunity.  


Opportunity-quadrant IV (regressionist) 


The opportunity-formation process for opportunity-cells #1 and #3 in Figure 2 does not 
fit any of the three epistemological discourses mentioned above. This paper develops the 
profile and names the formation epistemology as ‘regressionist,’ which has not been identified 
by scholars. Like his/her creationist counterpart, the regressionist-entrepreneur starts off 
initially without comprehending the antecedent root-origin and the instrumental mean needed 
to form the opportunity. The entrepreneur is in the yin (gray) tadpole area of an unfamiliar 
new market environment in Figure 1, having a vague new venture idea (Davidsson, 2015). 
He/she acts and conducts the trial-and-error process of blind variations to construct the actions 
for his/her new venture idea (Davidsson, 2015). But as the entrepreneur waits for a market 
response to validate the idea and actions, he/she chooses ‘legacy’ by resorting to the known 
environment conditions represented by the observable yang (white) dot of the Taijitu in 
Figure 1 where he/she had been and uses the resources he/she has. In other words, the 
entrepreneur regresses to his/her knowledge of and familiarity with existing instrumental 
mean to match the ‘other side’ (i.e., the root-origin) which is not as yet fully 
visible/observable, and form/conceive the eventual regressionist types of MdO or PsO 
opportunity in Figure 2’s opportunity-quadrant IV. The ‘back peddling’ or ‘regression’ may 
be due to various reasons, such as a lack of what Davidsson (2015) terms “opportunity 
confidence” of the new venture idea, or the failure to get sufficient/satisfactory social 
validations for the new venture idea, or the desire to accelerate time-to-market by using “only 
business contacts, family, and friends . . . [that are] likely to re-create the elements of previous 
employment, even when he was starting business in an entirely new market” (Birley, 1985, 
pp. 108, emphasis added). 


Exploitation of opportunity  


Having formed the opportunity, the succedent exploitation processes (i.e., the process 
means) taken to achieve the venture outcome/effect of an opportunity can involve a myriad of 
functional activities that are “intertwined, contiguous and overlapping” (Low & MacMillan, 
1988, p. 141). In general, the functional activities include marketing, production/development, 
information search and learning, building the organization, acquiring and allocating resources, 
and so on. They can be broadly grouped into marketing-related and product-related 
functional activities which are the primary process means (PPMs) of opportunity-exploitation 
needed specifically to fulfill/achieve the venture outcomes. 







As discussed in the foregoing section on the ontology of opportunity, the PPMs as part of 
the strategic processes to achieve the venture outcomes bear the same orientations as the 
venture outcomes, which are in turn determined by the opportunity’s root-origin. The PPMs 
are therefore either MdO (to bring/push product-supply to market demand) or PsO (to 
bring/pull market demand to the product-suppy). Determining the orientation of PPMs in 
practice will require looking at and looking through to the context (whether market or 
product) in which the specific marketing-related and production-related activities take place 
in a startup venture. Functional activities such as product-research and product-prototyping 
may be product-related (or production-related). However, they are market-oriented if 
organized and carried out in tandem with the results of market research intended specifically 
to target consumer needs and bring a relevant product to meet demand as a venture outcome. 
Likewise, marketing-related activities are product-oriented if undertaken as an ‘after thought’ 
and expost to a product that has been developed with the intention to then bring market 
demand to the product as a venture outcome. 


Overview of the conceptual O-O-P framework   


Based on the discussion above, the antecedent-end-mean causal relationships and 
orientations for the a priori conceptual O-O-P framework as operationalized by core factors 
in the order of opportunity–outcome–process is depicted in Figure 3. 


Figure 3. Conceptual O-O-P framework 


 


As discussed, the core factors (opportunity, venture outcome, and process) of 
opportunity-based startup venturing have orientations that can be related back to the root-
origin of the opportunity. Against this core set of O-O-P causal relationships, real-world 
deviations/variances caused by other subcore variables can thus be examined and explained 
(see Figure 3). The subcore moderators can include, without limitation, the different types of 
entrepreneurs (including their characteristics, biases, over-confidence) undertaking the startup 







process, organizational scenarios (resource constraints, resource acquisition and competitive 
strategies selected by entrepreneurs, organizational modes/structures  selected by 
entrepreneurs, networks, and information search and learning), and other external 
environmental factors (like risks, uncertainty, and social, economic and political 
circumstances). As structured in this paper, the conceptual O-O-P framework with its core 
and subcore thematic typology shown in Figure 3 covers all the six entrepreneurial themes 
taxonomized by Ucbasaran, Westhead and Wright  (2001).  


As Table 1 shows, the conceptual O-O-P framework also embraces and streamlines the 
nine factors that Hofer and Bygrave (1992) identify as “particularly important aspects of 
entrepreneurial process” (p. 93). The scholars were concerned that these pertinent factors 
“seriously limited the application of many classical organizational theory and economics 
models to the field of entrepreneurship, such as the population ecology of firm evolution an 
development” (Hofer & Bygrave, 1992, p. 93). However, the analysis presented in this paper 
demonstrates that the opportunity-based conceptual O-O-P framework depicted in Figure 3 is 
capable of providing a parsimonious but holistic context that operationalizes the IO-nexus 
theory of startup entrepreneurial processes at the venture firm level for research, teaching, 
practice, and policy decisions. 


Table1. O-O-P framework’s treatment of Hofer & Bygrave’s 9 factors 


Hofer & Bygrave’s 9 factors of 
entrepreneurial process 


Conceptual O-O-P framework’s treatment 


“is unique” The entrepreneurial process of startup venturing uniquely depends on 
opportunity as the object and subject. 


“is initiated by an act of human 
volition” 


In regard the IO-nexus theory, the role of human (entrepreneur) 
volition is determined by the presence of opportunity to be undertaken. 


“occurs at the level of the individual 
firm” 


The startup entrepreneurial process is undertaken at the new venture 
level. 


“involves a change of state” The change of state includes forming and exploiting the opportunity. 
“involves  a discontinuity” 
 


As depicted in Figure 2, the conceptual framework encompasses at 
least six types of opportunities   that involves discontinuity or ‘creative 
destruction’ in the Schumpeter (1934) sense. 


“is a holistic process” The conceptual framework holistically covers the ‘end-to-end’ 
processes of opportunity formation and exploitation by a new venture. 


“is a dynamic process” The process is dynamically oriented by the antecedent root-origin of 
the opportunity. 


“involves numerous antecedent 
variables” 


The conceptual framework is able to attribute and operationalize the 
opportunity’s root-origin/cause as ipso facto the defining antecedent 
and unifying factor of the end/effect or venture outcome towards which  
the processes of formation and exploitation naturally orientate. It 
acknowledges and embraces the involvement and effect of numerous 
other variables which can be systematically assesed as causes of 
deviations from the conceptual framework’s O-O-P relationships. 


“generates outcomes that are 
extremeley sensitive to the initial 
conditions of those variables” 


A new startup’s venture outcome is demonstrated to be 
defined/oriented by the antecedent root-origin of the opportunity being 
formed and exploited. 


4. DISCUSSION 


The accuracy and precision of this paper’s descriptions and explanations in regard the 
causality linkages and orientations of core opportunity–outcome–process factors will need to 
be verified against (a) the nature of what the ends and means are for a startup venture having 
an opportunity with a particular type of root-origin, and (b) the functioning in terms of how 
the startup processes in respect of the opportunity unfold over time in the real world. Thus the 
research investigation will need to cover the following areas: 


 what is the nature of startup opportunities; 







 are there different types of startup opportunity; 
 how are the various types of startup opportunity formed, evaluated, and exploited; 
 what are the outcomes (and orientations) for the various types of startup 


opportunity; 
 what are the processes (and orientations) taken in connection with the outcomes; 
 what are some of the factors that might moderate or change the outcomes and the 


venturing process taken to achieve the outcomes;  
 does opportunity ‘morph,’ and if so how do the outcomes, processes, and 


orientations change. 


If empirical findings are able to provide the analytical generalizations that affirm the 
descriptions and explanations on the ends-means linkages and their orientations as posited in 
this paper, the O-O-P framework will add to the “stock of theory” (Raddon, 2010, p. 13) by 
identifying the defining role of opportunity in the IO-nexus view of startup entrepreneurship.  


As conceptualized in this paper, the O-O-P framework operationalizes the IO-nexus as a 
process theory as well as a variance theory (Van de Ven, 2007) of the startup venturing 
process. This paper has shown that opportunity–outcome–process as the core factors and their  
antecedent-end-mean causal relationships in the conceptual O-O-P framework can be deduced 
naturally from the extant stock of seminal knowledge. There is no need for rigid assumptions 
or hypotheses, stripping of context2, or compromising an inclusionary analytical framework 
that can then be used to examine the moderating variance effects of subcore variables. The 
theoretical rigor and relevance (in terms of applicability and analytical generalizability) of 
the conceptual O-O-P framework have not been compromised. Moreover, the philosophical 
yin-yang position taken herein on the ontology of opportunity has been consistently applied 
within-work, and is compatible with epistemological formation traditions that are found in 
extant literature. 


In terms of research inquiry, a conventional or positivist paradigm (Schwandt, 1994) will 
be appropriate. The research methodology’s epistemology that guides the gaining of 
knowledge should be one of providing a literal account on how the startup venturing 
phenomenon unfolds as an opportunity-based process over time. In this connection, 
qualitative research method using multiple-holistic, single unit of analysis 3  case study 
(MHCS) based on semi-structured and open-ended interviews mentioned by Yin (1994) will 
suit the needed research inquiry. MHCS research with its detailed interviewing and 
observation is equipped to identify more closely and deeply the startup ventures’ perspectives 
(Denzin & Lincoln, 1994). It can handle and provide the contextual information and insight 
on the startup phenomenon. Being a process, the entrepreneurship phenomenon is a “dynamic, 
discontinuous change of state” (Bygrave, 1993, p. 255), and invariably involves “many more 
variables of interest than data points” (Yin, 1994, p. 13), as well as “many insights on 
entrepreneurial processes that only qualitative analysis can generate” (Hofer & Bygrave, 
1992, p. 98). “Trying to build an algorithm to explain the entrepreneurial process would be 
most daunting to the most gifted applied mathematician . . . because there is ‘an essential non-
algorithmic aspect to conscious human action’” (Bygrave, 1993, p. 255). Quantative methods 
are seldom able to study the causal relationships among the O-O-P variables directly and may 
offer only static images of the startup phenomenon or abstractions (Bryman & Bell, 2007; 


                                                 


2 That is, the selective stripping through appropriate controls or randomization of ‘other variables’ from the contextual 
consideration in conceptualizing/theorizing a model to avoid significant alterations to findings. 


3 Following Yin’s (1994, pp. 39, Figure 2.4) convention on the basic types of designs for case studies, a ‘holistic, single unit 
of analysis’ case is where it is the only or ‘global’ unit of analysis per se, as is the case of a startup venture having a particular 
opportunity-type. Within the venture, there is no other subunit of opportunity. 







Denzin & Lincoln, 1994) that do not account for the context in which it occurs. In contrast, 
MHCS research can help to avoid the ambiguities of quantitative methods, and support the 
call of Hofer and Bygrave (Hofer & Bygrave, 1992, p. 98) to increase the use of qualitative 
analysis techniques in entrepreneurship studies. 


MHCS method will make the overall research study more robust for the substantiation of 
the conceptual O-O-P framework as a rich theory. The empirical evidence from multiple cases 
is often regarded as being more compelling because they can determine if the propositions of 
the O-O-P framework hold true under certain consistent and repetitive circumstances. If two 
or more cases are shown to replicate a direct result as explained by the conceptual O-O-P 
framework, then literal replication may be claimed and analytic generalizations drawn 
(Eisenhardt, 1991; Yin, 1994). Conversely, multiple-holistic cases that reveal contrasting 
conditions when the phenomenon does not happen for predictable reasons will constitute 
theoretical replications (Yin, 1994). In both instances, the empirical findings from MHCS 
research can provide “analytic generalizations,” as opposed to “statistical generalizations,” 
(Yin, 1994, pp. 30, 45) to the conceptualizations of the O-O-P framework. This makes the 
conceptual framework not just theoretical but practical as well. 


To provide specificity for the collection of empirical data particularly on the opportunity 
formation and exploitation processes, the due diligence checklist commonly used in the 
venture capital industry to assess investments can potentially be applied to distill and 
operationalize the proxies for the PPMs. The operationalized proxies can then be used to 
collate and taxonomize the actual PPMs undertaken by new startup ventures to exploit their 
respective opportunity-types and outcomes, and assess their orientations as one of degree on 
a continuum (e.g., more MdO or more PsO). 


5. CONCLUSION 


The startup stage is temporary but crucial to the transition of venture into a viable 
business. It is the most intense and tumultuous phase for a venture trying to start up and lay 
the foundation to pursue the opportunity. This paper applies a logical-deductive approach 
without involving rigid assumptions or complex hypotheses to conceptualize and 
operationalize the O-O-P framework with opportunity (in particular its root-origin) as the 
reason and driver in the startup venturing process. In explaining the startup phenomenon, the 
O-O-P framework submits the yin-yang notion to define the ontology of opportunity, a key 
feature of entrepreneurship research (Davidsson, 2004), as a nexus of demand and suppy. 
Within-work, the same philosophical conviction consistenly supports the conceptual 
development of how the opportunity is formed, how the relevant outcomes (or ends) are 
determined, and how the processes of opportunity-exploitation are oriented to deliver the 
means to achieve the outcomes.  


Conceptually, there are two possible root-origins for eight opportunity nexuses with two 
kinds of orientation (either market/demand or product/supply) for four types of 
epistemological formation and a continuum of orientation (more MdO or more PsO) for 
opportunity exploitation. The conceptual O-O-P framework’s fundamental logic is that the 
root-origin (either demand or supply) of a new venture’s opportunity as a demand-supply 
nexus is the antecedent that unifies and determines the orientation of its instrumental mean, 
venture outcome, and the formation and exploitation processes. Starting up is an evolving 
process that appears chaotic because opportunity with its yin and yang manifestations can and 
do evolve ‘biologically.’ However, this paper has shown how the startup venturing process 
can be systematically explained by the O-O-P conceptual framework. 


The conceptual O-O-P framework posited in this paper holds promise as a compelling a 
priori general theory on new venture creation. First, it captures the basic characteristics of the 
new venture creation process without “excessive complexity [that] detracts from the power of 







a framework, model, or theory . . . or excessive simplicity [that] may seriously impede the 
accuracy or precision of the explanation the framework, model, or theory is capable of 
generating” (Hofer & Bygrave, 1992, p. 92). It organizes the entrepreneurship themes that 
Ucbasaran, Westhead and Wright (2001) taxonomized into core factors so that the effects of 
other moderators or determinants that are subcore can then be examined. This provides 
parsimony to the framework that Bygrave (1993) would probably consider as a “good model” 
(p. 258) for researchers, entrepreneurs, and teachers to systematically explain the causality 
patterns in the startup entrepreneurship phenomenon, as well as to analyze, explain and  
predict deviations/variances caused by moderating factors that are not specifically put into the 
framework but nonetheless have been provisioned as subcore variables. It can also help 
policy-makers to formulate and promote appropriate programs to support new startup 
ventures.  


Next, the revelation of the opportunity’s root-origin as the antecedent helps entrepreneurs 
to orientate their startup venturing processes and avert/mitigate failure caused by 
misalignments. The O-O-P framework can thus function as an objective compass, regardless 
of the entrepreneurs’ experiences (nascent or serial), skills, or settings (individual or 
corporate). 


Third, the O-O-P framework pioneers the opportunity-hexadecadrant in Figure 2 as a 
parsimonious tool. It visualizes the eight different types of opportunities and their formation 
epistemologies (Azevedo, 2002; Sarasvathy, 2001; McMullen & Shepherd, 2006), including 
the regressionist epistemology that this paper is able to distill from the Taijitu. The 
opportunity-hexadecadrant provides a systematic structure for organizing the sources of 
opportunity (Bhave, 1994; Drucker, 1985; Schumpeter, 1934; Van de Ven, 1986; Von Hippel, 
1982) that are familiar in extant literature. It also provides the setting for future research to 
profile different types of opportunity based on risk-uncertainty and the degree of 
innovativeness/novelty. This enables the development of ‘degree of entrepreneurship’ as a 
notion that scholars  recognize as useful (Metcalfe, 2009) but have yet to establish 
(Davidsson, 2004). Such a notion can help entrepreneurs in strategic decision-making, 
fashioning of competitive response (Payne & Bettman, 2007), operational management, and 
assessment of risk-adjusted valuation. Potentially, the O-O-P framework can fuse the jigsaws 
of strategic management tools (including Drucker, Schumpeter, Ansoff, SWOT-analysis, 
PEST analysis, Boston Matrix, Porter’s Five Forces analysis, force-field analysis, and so on) 
into an integrated platform for managerial decision making.  


Fourth, the O-O-P framework offers an operationalized platform to extend research in 
marketing management. Marketing-related and production-related activities needed to 
achieve a new startup’s venture outcome (whether market-demand or product-supply) can be 
analyzed as complementary and continuous notions, oriented and unified by the opportunity’s 
root-origin, rather than as “dichotomous either-or constructs” (Kohli & Jaworski, 1990, p. 6). 
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Abstract 
This paper provides guidance for developing risk-based management tools to improve the 
procurement (purchasing) performance of SMEs. Extant academic literature only offers little 
support on developing such tools and does not consider the wide variety of SMEs. The paper 
defines a procurement tool for SMEs as any structured managerial aid that one or more 
persons use for analysing, structuring or influencing the management and effective execution 
of activities within SME procurement processes. In the context of this research such tools are 
directed at identifying risks or uncertainties in procurement processes and at improving such 
processes through effective analysis and decision-making. The paper draws from SME and 
entrepreneurial literature related to strategy, sustainability, innovation or risk management, 
and from literature related to procurement management and maturity grids. 
It discusses literature on developing management tools and criteria on assessing the quality of 
such tools. It discusses key aspects and organisational variables related to the application and 
adoption of such tools. It then presents a five-step instrument with guidelines and criteria to 
develop risk-based procurement management tools for entrepreneurs and SMEs. These 
guidelines are described as to be used in action research with student researchers and 
company research participants.  
Key words: Small & Medium-sized Enterprises, SMEs, entrepreneurs; procurement, 
purchasing; value-adding activities; diagnostic or improvement tools, management tools; 
literature review; management instrument, guidelines; action research, student researchers.  
 
 
1. Introduction 
When planning to change a process or an organization, managers deploy constructs as 
interventions, models, instruments, or tools. Such constructs in general (e.g. a SWOT matrix 
or virtual teams) or more in particular (e.g. the procurement chessboard; Schuh, 2012) enjoy a 
persisting popularity with learners, academics and practitioners. However a common 
definition on such constructs cannot easily be discerned. Wendell et al. (1995, 126) prefer the 
term intervention on organisational development. They describe an intervention as “a set of 
structured activities in which selected [actors] engage in a task or a sequence of tasks” which 
are directed to “organisational improvements”. Such interventions (Wendell et al., 1995, 87) 
can be transformational (directed towards leadership, mission, vision or organisational 
culture) or transactional (directed towards management practices, structures or systems). A set 
of well-balanced interventions then often relates to higher level intervention strategies (e.g. 
Vermaak & De Caluwe, 2015). Mulders (2010) states that a management model “is a 
simplified reflection of reality […] which attempts to imitate or describe reality” and “makes 
you think”. Mulders then differentiates models with instruments: an instrument is “an aid to 
determine a certain result, investigate a question or implement a solution”.  
However, the term tool in this context appears to be most often used and is both found in 
stand-alone and in phrasal constructions (such as decision-making tool, strategic tool, 
analytical tool) for a wide range of concepts, ideas, techniques and approaches that can 
support management decisions. For example Knott (2009, 2-3) distinguishes between an 
operation management tool and a strategy management tool; the first “provides a blueprint” 
and the latter “acts as a guide for thinking” and “… structuring the activity”.  
Tools can vary from simple checklists to complex financial or market-analysis methodologies 
as for example mentioned in Pieper & Scholle (1993) or Rigby (2001). The term tool is both 
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used in large-firm procurement (purchasing) research (e.g. Huttinger 2014; Gonzales-Benito; 
2007, Hoffmann, 2011) and in SME research2 (e.g. Chen et al., 2014; Mazzarol et al., 2009; 
Moutrie et al., 2007).  
Especially SMEs are an interesting domain for developing management tools. SMEs do not 
use as much tools as large organisations (e.g. Knott, 2009, 6). Nijssen & Lieshout’s (1995) 
mention low diffusion rates and find a penetration rate of 30% and an “unfocussed and less 
formal” use in both large (US) and small (CH, DE, NL) companies. De Waal (2011) in a 
study on 99 high-tech SMEs find that 70% of these SMEs use 5 popular tools out of a set of 
76 tools and 78% of these SMEs have low diffusion rates of New Product Development 
(NPD) tools. From a survey of 92 Finnish manufacturing SMEs, Ritvanen (2008, 123) 
concludes that SMEs only fairly regular use (mean 2.5 out of 5) five tools for supplier 
evaluation3. Via interviews on NPD buying & supplier relations Arts (2012, 50, 74) concludes 
that suppliers generally use more tools than buying organisations. Moreover Arts concludes 
that actual usage of collaboration tools4 vary among participants in NPD processes. De Waal 
(2011, 111-114) concludes that SMEs use functional tools (e.g. project management, 
forecasting) more than support tools (e.g. brainstorming, cross-functional teams).  
Although a multitude of academic and practitioners articles (e.g. de Boer, 1998; Koen et al., 
2001; Rowley et al., 2011; Ryan & Mosher, 2014; Schuh, 2012; Writhlin, 2003) discuss new 
tools, they do not adequately discuss the identification, design, development and validation of 
such tools. (In short the development of tools).  
When taking into consideration SMEs’ heterogeneity in organisational structure, skills, 
objectives and financial resources (Storey, 1994; Reboud et al., 2011; Torres et al., 2005) it 
also seems difficult to develop tools for more general use. Adequate application of tools for 
SMEs appears to be contextual depending on exogenous and endogenous variables. Bull et al. 
(2009) aptly summarize:  
“Rational decision making and the structures and systems of large firms are in no way good 
foundations for understanding how [diagnostic tools] can be used by SMEs. This may go 
some way to explaining the limited use of diagnostic tools in small firms. It would also appear 
that little work has been done towards adapting and contextualising diagnostic tools for [use 
in SME]”. 
However, there seem to be drivers to develop tools for SMEs. Fink & Hatak (2010, 5) for 
example state that small firms over-estimate their management capacities and could therefor 
benefit from more tools “supporting their intuitive management”.  
This paper focuses on providing guidelines for developing risk-based management tools to 
support procurement activities executed by SMEs. It combines definitions of De Waal (2011) 
and Wendell et al. (1995) and broadly defines a procurement tool for SMEs as any structured 
managerial aid that one or more persons use for analysing, structuring or influencing the 
management and effective execution of activities within SME procurement processes.  
The paper now continues with following sections. It begins (¶2) with introducing the context 
of this paper, that is procurement within SMEs and the internal alignment of procurement and 
sales in a Continuous Line of Value. It then discusses literature on tool usage and levels of 
tools (¶3). It continues the literature review on processes (¶4) for developing tools with 
related quality criteria and adoption barriers (¶5), and discusses types of tool adoption (¶6). 
The paper then proposes an integral five-step instrument with guidelines for developing risk-
based procurement tools for SMEs (¶7). It ends with conclusions and recommendations (¶8), 
and implications and limitations (¶9) for further research. 
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2. SME & procurement, Continuous Lines of Value between procurement and sales 
Tools are developed to be applied in a certain context, as will be made clear in Section 3. This 
contingency approach urges us to get more insight into the specific characteristics of SMEs. 
The paper posits that business functions like procurement, production, marketing/sales are 
interwoven and not stand-alone business functions. The SME owner (SMO) when dealing 
with his/her organisation and possible changes within that organisation (see e.g. Burns, 2001; 
Gadde & Håkansson, 2001) takes an integral perspective. The SMO is not interested in 
optimizing his procurement function as such but primarily in optimizing his offerings to 
customers, and only then in optimizing procurement within the context of his firm. In general 
SMEs have fairly integral (Meijaard et al., 2005) and organic (Verreynne & Meyer, 2011) 
organisations which can be characterized by the SMOs’ large influence. SMEs often have 
short and relatively informal lines and relationships between different parties and functions. 
However, Section 3 shows that there is a wide variety in the organisation of SMEs.  
Literature and practitioners traditionally conclude that the procurement performance of SMEs 
is at a lower level (see e.g. Boodie, 2002; and also Walhof & Versendaal, 2011). In a Dutch 
survey on 2000 SMEs, Overweel & Van der Zeijden (2007, 3-6) find that especially smaller 
firms often purchase in a trust relationship and that 85% of Dutch SMEs do not have 
procurement departments. Moreover procurement knowledge, skills and capacity in SMEs 
seem to be less developed (e.g. Morrissey & Pittaway, 2006). Although SMEs seem to be 
resilient and flexible they run higher operational and financial procurement risks than larger 
firms do (OECD, 2010; Paik, et al., 2011, 10). However Pressey et al. (2009) conclude that a 
lack of formalized procurement does not necessarily indicate bad procurement skills and 
Ellegaard (2006, 2009) find that SMOs are “effective” in their procurement practices. Staal & 
Walhof (2014) find that procurement is conducted closely aligned with sales. Others again, 
for example Morrissey & Knight (2011), Quayle (2002) and Ramsey (2007) find that the 
SMO has limited resources and buying power and that his focus is often on his limited 
customer groups and on the daily hassle within his firm. Overweel & van der Zeijden (ibid, 7) 
conclude that the importance of procurement in SMEs increases with company size and 
procurement spend and hence will vary per industry sector.  
Procurement is therefore not always seen as an enabler for long-term success or a contributor 
to SME’s bottom-lines. This contrasts with a large body of research and practitioners reports 
on large firms where relevance of procurement to “the top and bottom line” (Hartmann & 
Kerkfeld, 2012) stands without much further discussion.  
Procurement & sales as boundary-spanning functions need not be explicitly visible within the 
SME structure (e.g. in marketing departments or specialized buyers) but are often embedded 
in the SME business activities conducted from the sales side to the procurement side. The 
assumption of this paper is (Hagelaar et al., 2015a) that interlinkages between sales & 
procurement are based on value creation (Resource Based View; Barney, 2001) and exposure 
to risks (Transaction Cost Theory; Williamson, 1985).  
This value chain interlinkage perspective is intriguing as it could explain the above seemingly 
contrasting research findings in the domain of procurement. It is plausible that the 
effectiveness of the procurement activities can be explained by their alignment to the sales 
activities. In line with the above reasoning, we can then hypothesize that the firm internal 
procurement-sales interlinkages could also be a mechanism to cope with SMEs’ relative 
dependent position in value chains (see Hagelaar et al., 2014). Such sales-driven interlinkages 
can be captured in patterns of a Continuous Line of Value (CLV). For our research we define 
such CLV patterns as organized collections of activities which effectuate the value 
proposition to customers (sales), the procurement activities and the connection between these 







activities5. We posit that the SME procurement performance is related to managing risks and 
uncertainties in such patterns. (See also Section 4). This section leads us to develop tools to 
manage such risks and uncertainties in sales-driven procurement processes in SMEs.  
 
 
3. Literature review: drivers for tool usage, organisational variables, levels of tools 
Literature generally indicates that tools are either used for diagnosis, intervention, or 
reporting. They can help to identify problems, facilitate change and improvements, increase 
flexibility or efficiency, or improve decision making (De Waal & Knott, 2012, 4). Table 1 
summarizes several drivers why SMEs use management tools. 
 
 


Table 1: Why SMEs use management tools (De Waal (2011), amended with Maier (2012) & Marchand (2014) 
 Mode descriptions  
(De Waal; 2011, 57, based on Knott, 2009) 


Strategy tool 
examples (De Waal) 


Maier  
(2012, 138) 


Marchand et al.  
(2014, 46) 


1. Analytic: Looks in detail at a specified aspect of the 
problem and seeks to generate specific output using a 
defined method. Tool centred. 


BCG Growth-Share 
Matrix, real options 
analysis, 5-Force model 


Apply to regulation or 
reporting 


Communication. 
Provide a communication 
platform. (De May, 2011) 


2. Dynamic: Focuses on the drivers of the evolution of a firm 
or its environment. Generates working assumptions for 
future conditions. Deals with uncertainties, involves a 
degree of prediction. 


Industry life cycle, 
strategic intent, dynamic 
capabilities framework 


Useful in creating / 
maintain comp. 
advantage (assessment / 
improvement tools) 


Learning function. 
Promote the exchange of 
ideas and knowledge 
(e.g. Terrier, 2010) 


3. Metaphorical: Used to inspire fresh thinking about a 
situation and possible responses. Used in unusual 
conditions where analytical understanding may not be 
possible. 


Shackleton leadership 
stories/books; Sun Szu; 
other military/historical 
metaphors 


Manage capabilities 
manage organisational 
struggle to maintain & 
replace / renew capabilities 


Induce management 
responses. (Grenz, 
2009) 


4. Facilitative: Aids the strategy activity by fostering 
creativity and structuring communication. Future oriented, 
produce dynamic output. Outcomes driven by the 
perspectives held by participants at the time. 


SWOT, Delphi, Scenario
planning 


 Reporting obligations. 
(Wiek & Binder, 2005) for 
statutory control 
purposes or certification. 


5. Interventionist: Using ideas as a blueprint for action 
rather than simply as an input to decision making. 
Substantial commitment of people and funds, has 
organisational wide implications. 


Balanced scorecard, 
TQM, benchmarking 


  
(Please check 


 Marchand et al. 
 for sources) 


 
Although the vox populi is that SMEs have simple structure and low levels of formalisation or 
specialisation, research (e.g. Meijaard et al., 2005; Mazzarol et al., 2011, 5; Torres & Julien, 
2005, 359, 363) strongly suggests a more differentiated pattern on a continuum. Julien (1990, 
146) distinguishes seven organisational continuums: size, sector of activity, international 
competition, management type / governance, type intuitive or formalised, strategy, maturity or 
high-tech. Meijaard et al. (2005, 91) identifies nine organisational structures in their survey of 
1411 Dutch small firms (1-99 employees). They find (ibid, 92) that the majority (60%) of 
these nine types (U-form, matrix organisation, M-form) either have “high” levels of 
formalization and/or similar levels of specialisation. Verhoeven et al., (2015) distinguish four 
different organisational types depending on strategy (either growth or continuity) and 
company age. 
The preference for use of certain tools seems contextual. In line with for example the Schools 
of Strategy (Mintzberg, 1990) Vermaak & De Caluwe (2015) describe a typology of five 
cultural organisation types which implies five families of change management tools 
depending on the dominant organisation culture or desired intervention result. 
When actually using management tools there seems some scepticism about their effect. Bull et 
al. (ibid) cite Holloway (1999) who states “there is little evidence that suggests that analysis 
tools have any real impact on performance”. However Mazzarol (2014, 6) finds that tools 


                                                 
5 This definition is in line with the definition of business patterns by Jackowski (2003, 4) as: “a structured set of activities 
within the entity that are designed to produce a specific output in accordance with the business strategy”. 







such as benchmarking and use of quality systems will enhance SME performance. 
Nevertheless there is a continuing debate6 whether even broadly accepted and established 
tools do indeed support decision-making as proclaimed. It is furthermore difficult to compare 
tools developed for large firms to tools for SMEs (Knott, 2006, 1092). SMEs may for 
example exhibit different buying behaviour than large organisations, and may also use more 
emotions (consumer buying behaviour) than large organisations (Ozmen et al., 2014). This 
would imply developing separate procurement tools.  
Van der Stouwe et al. (2012) find in 9 Dutch MNC that the use of the Kraljics portfolio tool 
increases with the relative importance of procurement. Mazzarol (2014, 4-5) suggests that 
larger SMEs will use a wider range of (financial and non-financial) tools than smaller SMEs, 
and that SMEs led by professional managers will also use a wider range of tools than SMEs 
led by owner-managers. Similarly, Tidd & Bodley (2001, 133) find different tool usage and 
tool satisfaction rates in high novelty versus low novelty innovation processes. Wood & Joyce 
(2003) conclude that fast-growing firms use more tools. De Waal (2011, 138) suggests that 
SMEs either use more tools in combination, or less tools. De Waal (ibid, 109) also suggests 
that tool usage increases with the formalisation and structures in the SMEs. De Waal (2011, 
138) sees no relationship between tool usage per se and performance. However he finds (ibid, 
141, 144) that (23) specific tools with “thorough usage” have a significant positive effect on 
performance. Moreover De Waal (2011) finds that small firms do benefit from using 
(innovation) management tools. From a longitudinal survey on integral management tools 
(e.g. benchmarking, strategic planning, growth strategies) Rigby (2001, 150) concludes that 
successful (MNC) firms are more satisfied with tool usage than unsuccessful ones. He relates 
this to the quality of implementation and not so much to the quality of the tools itself. He also 
concludes that tool usage and satisfaction varies over time, industries, countries, and with 
economic circumstances (Rigby, 2001, 142, 146; Rigby 2007).  
Kauppi et al. (2012) warn for usage of procurement tools without adequate skills; Bygballe et 
al. (2010) imply that procurement tools must be adapted to informal, cultural and social 
management aspects. De Waal concludes the same: when SMEs use tools, they should be able 
to adapt such tools (De Waal, 2011). Moultrie et al. (2007, 363) describe the paradox of 
designing tools for a more general application (i.e. for more SMEs) versus covering more 
details (i.e. be relevant for a particular SME). 
Therefore, several variables may determine the usefulness, satisfaction, adoption or adaptation 
of tools but in the context of this research the extent of these variables is unknown. 
Considering the variety in SMEs, tools may only be suitable for the chosen research domain 
of SMEs with a clear customer value proposition (Treacy & Wiersema, 1995) and 50 – 250 
employees (Hagelaar et al., 2015b) and only for managing the direct procurement spend 
related to the SME product offering (Haake & Seuring, 2009; Cox et al., 2005). 
Additionally this research has to determine the appropriate type (form) of tools. In their 
research on diagnostic tools for small firms, Bull et al. (2009) distinguish four levels of 
management tools (Table 2).  
 
Table 2: Different levels of tools (based on Bull et al., 2009, 4) 


 Type of tool Input Result from using the tool 
L1 The diagnostic interview Light Plan 
L2 The diagnostic checklist Light Simple Best practices 
L3 The diagnostic analysis & benchmarking tool Medium In-depth report with analysis and some best practises 
L4 The diagnostic & benchmarking management system  Heavy KPIs that guide SME for longer period of time 


 
The first two levels can be seen as stand-alone (individual), the latter two as integrative tools. 
An example of such integrative tools is the often-used procurement maturity model (e.g. Reck 
                                                 
6 See for example the critique on the Kraljics portfolio matrix; Gelderman & Van Weele, 2003; Cox, 2015. 







& Long, 1998; Keough, 1993), based on seminal work of Crosby. Such models often have 
four or five levels of maturity. Crosby (1979) uses five stages: uncertainty, awakening, 
enlightenment, wisdom, and certainty. Similar stages vary from ad-hoc to optimised; also 
from passive to integrated value chains. Amongst others (e.g. Baier et al., 2008, Cousins, 
2005), Schiele (2007) find a positive relationship between the maturity level and cost 
reduction results. However Schiele also finds that in cases of low maturity, the introduction of 
best-practices may fail. Paik (2009, 2011) and Batenburg & Versendaal (2008) have both 
developed and tested procurement maturity models within respectively US and (in part) Dutch 
SMEs. Staal & Walhof (2014) have successfully applied the Batenburg model in a single case 
study as an integrative (benchmarking) tool. Maier et al. (2012, 138) distinguishes between 
(often complex) maturity models which identify and prescribe benchmarking best-practices 
for specific processes, and (often less complex) maturity grids which have a more general 
application and do not specify how a process should be executed. Likewise literature (e.g. 
Rigby, 2001, 2007; Pasanen 2011, 5) often discusses integrative and broad tools (such as 
“outsourcing”, strategic alliances”. We posit that such tools have different social dynamics 
and adoptions as contrasted to individual tools. We will either have to develop individual 
(stand-alone) or integrated tools for each of the CLVs (Table 3).  
This section leads us to conclude that SMEs have different drivers to adopt & adapt tools; 
actual tool usage and satisfaction may depend on organisational variables. This research can 
develop either stand-alone or integral tools which must consider said drivers and variables. 
 
Table 3: Advantages and limitations on individual or integrated tools (sources mentioned in the lower row) 


 Individual (stand-alone) tools Integrative tools 
Maturity models 


Integrative tools 
Maturity grids 


Advantages  Simplicity (low level of 
complexity)  


 Easy to use 
 With or without guidelines 


for improved performance 


 Complex analysis of complex situations 
 Sufficiency: Complete and descriptive for 


diagnostic and improvement tools  
 Improved maturity should lead to an 


increased process capability 
 Suitable for benchmarking 
 Includes guidelines (scales & activities) 


for improved performance 
 Can lead to certification 


 Complex analysis of complex 
situations 


 Parsimony: Less complex as 
diagnostic & improvement tools. 


 Improved maturity should lead to 
an increased process capability 


 Includes guidelines (scales & 
activities) for improved 
performance 


Limitations  No systems or integrated 
approach 


 Need instructions to avoid 
re-interpretation  


 Complexity can hinder adoption 
 Needs alignment with skills and maturity 


of organisation 
 Need instructions for use 


 Do not lead to certification 
 No benchmarking 
 Needs alignment with skills and 


maturity of organisation 
 Need instructions for use 


Sources 
(not 
exhaustive) 


De Waal & Knott 2011 
Bull et al., 2007 


Bull et al., 2007 
Moultrie et al., 2007 


Bull et al., 2007 
Moultrie et al., 2007 
Steenbergen et al., 2013 (p 18) 


 
 
4. Literature review: processes for developing tools for SMEs 
Developing a tool is “not a mechanistic process” (De Waal, 2011). Instead literature strongly 
suggests a holistic and an action-research approach. This statement has as a consequence for 
our research that the CLVs (see Section 2) are chosen as units-of-analysis. In order to identify 
where supportive tooling within a CLV is needed, an analysis of risks and uncertainties within 
CLV activities seems obvious.  
This research focuses on finding Critical Control Points (CCPs) in CLVs. The CCP concept 
is related to management of either avoiding, mitigating, transferring or accepting risks in 
food supply chains (CAC, 2003). Hagelaar et al. (2015b) describes a (meta) tool to determine 
such CCPs within CLVs. However, identifying CCPs is only a first step in developing 
management tools based on risk-management principles. Extant literature (Table 4 overleaf) 
shows that developing validated tools proceeds via iterative steps. A complete validation 







cycle may take up to several years as it needs longitudinal research in a variety of SMEs to 
measure “long-term impacts” and to modify and refine tools (e.g. Caffyn, 1999, 1145; 
Moultrie et al., 2007, 341, 347). This section leads us to conclude that literature provides a 
number of process steps which are suitable for developing risk-based procurement tools. 
 
Table 4: Identified process steps for developing tools for SMEs 


 Maier & Moultrie  
(2012, 149-157) 


Moultrie, Clarkson & Probert  
(2007; 341-343) 


Ariful, Tedford, Haemmerle 
(2006, 696-697) 


Chen  
(2014, 439) 


 Developing maturity grids Developing a NPD audit tool for SMEs Developing SME risk mgmt. tools  
1 Planning: specify audience, 


define aim, clarify scope, define 
criteria for successful use.  
(See Table 5 of this paper) 


Exploratory study: rich data acquired via 
4 longitudinal case studies, compared w 
literature. Data through progress 
meetings, anecdotal observations, 
project-docs & semi-struct. interviews at 
end of each design project. 


Identify disturbances. Starting 
point of model is to identify 
disturbances that should be 
analysed. Use forward/ backward 
event tracking or morphological 
(bird’s eye view) approaches.  


 


2 Development: select process 
areas (content), select (logical 
and well-defined) maturity levels, 
formulate cell text (prescriptive or 
descriptive; with worst/best case; 
induced / deduced), define 
administering mechanism (in part 
related to the objective: 
focussing on process or on 
results). 


Tool creation & feasibility (interative: 
review, modify, apply). Develop 
prototype tool; get initial feedback on 
approach, content & structure. Semi-
struct. interviews for prototype in action-
research. Multiple data collection: 1. 
Workshop worksheets, 2. verbal 
feedback, 3. (Anon.) feedback usability, 
feasibility, utility. 4. Observation. 5. 
Discuss mgmt. 


Identification and classification of 
root causes. Identify the root 
causes of each disturbance by 
analysing the collected data or 
insights. Depending on the 
circumstances, a disturbance is 
then linked to one or more root 
causes. 


 


3 Evaluation: test grid (validity & 
relevance) with participants: 1. 
Are constructs correctly 
operationalised for domain 2. Are 
results from applying tool, 
repeatable, accurate & correct 3. 
Generalisable (benchmarking) 4. 
Verify success-criteria. 


Tool development (iterative: review, 
modify, apply). 
The redesigned tool was applied in (3) 
other companies via action-research.  
Responses were captured as with phase 
2. 


Classification of origins of 
disturbance. Once info on root 
causes of a disturbance are 
identified, origin of particular 
disturbance can be assigned. 
Model proposes that origins will 
stem from either Strategic, 
Operational or Technical areas 
within organization. 


Review: 
Professionals 
from both 
industry and 
academia to 
verify the logic, 
consistency and 
usability of the 
tool. 


4 Maintenance: To ensure 
continued accuracy & relevance, 
as domain knowledge and 
understanding will change. 
Needs good guidelines. 
In case of benchmarking: good 
storage of data. 


Validation. For wider evaluation, 10 new 
SMEs provided feedback. Respondents 
were given a copy of the tool in 
workbook form, before being asked to 
make comments. Multiple data-
collection methods.  


Risk identification. Categorize 
consequences of disturbances 
with their frequencies. Develop 
risk mgmt. methods (reduction, 
control, acceptance or avoidance) 
based on severity of 
consequences.  


Application in a 
test case: Three 
professionals 
tested the tool 
which took 1 hr 
& 40 min. 


 Steps for integrated tools Steps for stand-alone tools Risk approach with developing 
tools 


Cf Caffyn (1999, 
1144) 


 
 
5. Literature review: determining the quality of tools for SMEs; barriers for adoption 
The process of developing tools needs quality criteria. Literature reveals a number of critical 
success criteria when developing tools for SMEs as listed in Table 5. This research adopts the 
Moultrie criteria (grey cells) as they seem complete & mutual exclusive. 
 
Table 5: Overview of critical success-criteria on the use of tools for SMEs 
Longlist of 
criteria 


Marchand (2014)  
based on DeMey (2011) 


Chen  
(2014) 


Moultrie, Clarkson & Probert  
(2007, 343) 


Le Dain  
(2008, 13; 2011) 


Johnsen et al.  
 (2015; 14) 


Domain of use Integrative sustainability tools for SMEs Manufacturing 
SMEs tools 


NPD audit tool for SMEs NPD with suppliers 
(integrative tool) 


Sustainability 
tools for SMEs 


Attitude of model 
users toward the 
topic 


Values & beliefs of the model 
users regarding sustainability 
issues. 


    


Compatibility  Extent to which design and 
proposed use of tool is 
compatible with data systems 


Allowing a 
holistic 
(system) view 


   







Longlist of 
criteria 


Marchand (2014)  
based on DeMey (2011) 


Chen  
(2014) 


Moultrie, Clarkson & Probert  
(2007, 343) 


Le Dain  
(2008, 13; 2011) 


Johnsen et al.  
 (2015; 14) 


and institutional structure of 
accountancy / consultancy 
agencies. 


User-friendliness  Extent to which the ISA-tool is 
flexible and easy to use. This 
is related to the graphical 
design, ease of assessment, 
and calculation (automation), 
etc. 


Rapid 
assessment 


Usability: Tool can be used as 
described without clarification 
is unambiguous. Includes 
establishing commission 
omission, errors, & ensure that 
tool is well structured & 
presented. Influence of 
facilitator evaluated via 
participants feedback & in-
dependent observation. 


Usability of the tool & 
user guide(easy to 
grade, to understand, 
no redundancy; good 
use of time) 
(Moultrie 2007): 
Usability 


Simplicity / user 
friendliness 


Data availability  Availability of data necessary 
for indicator calculation. 


    


Data correctness  Correctness of data that are 
used to calculate the indicators 
of the ISA-tool. 


  Verify completeness 
of tool (content-wise: 
does it cover critical 
processes, etc)  


 


Transparency  Transparency of used model 
& data (design, 
generalizations, etc.) 
transparency on uncertainties 
of model- derived results. 


    


Communication 
aid  


Use of tool in discussion 
sessions & its ability to support 
discussion on sustainability. 
Incl. communication of model 
&  o f  use in farmer groups 


   Group- and 
network 
oriented tools 
(for larger 
diffusion) 


Use  Generic 
applicability 


Utility: Check whether 
approach achieved its 
objectives (from both SME’s & 
researcher’s perspectives) & 
outputs from using audit tool. 


 Company-
tailored  


Adaptability     Adaptability / 
flexibility 


Complexity  Degree of complexity of tool.     


Organization of 
discussion 
sessions 
 


Practical organization of 
discussion with users. How to 
make these discussion 
successful. 


    


Effectiveness Extent to which the ISA-tool is 
perceived as being relevant to 
use and implement 


Application at 
individual 
factory level 


Output: Explicit & implicit 
outputs from using the tool 
(incl. completed worksheet & 
action plans, & improved 
awareness).  


Verify usefulness. 
(Lessons learnt, 
enables achieving 
objective, gives + & -; 
gives discussion & 
improvements 


Practical / cost-
effectiveness 


 DeMey (2011; 356) mentions 
45 sub-criteria within the 10 
criteria mentioned above. 


  In mgmt action-res for 
validat. assessm tools; 
76) (Cf 2008 12/18) 


 


 
Barriers for implementation within SMEs can be (Johnson & Schaltegger, 2015, 13) lack of 
awareness, absence of perceived benefits, lack of knowledge and expertise, and especially 
lack of human or financial resources. Tools are rejected by executives because they “do not 
deliver what they promise” or when they are “difficult to use or do not give sufficient guidance 
on decisions” or when they have “own inherent shortcomings” (Roper & Hodari, 2015, 3). De 
Waal (2011, 119) finds similar adoption barriers (Figure 1, overleaf). Adoption will hence 







vary with organisational variables (Section 3) and with tool quality (Section 5). This section 
gives an overview of possible critical success-criteria and possible barriers for tool adoption. 
 


 
Figure 1: Barriers for not using innovation tools in New Zealand SMEs (De Waal, 2011, 119) 
 
 
6. Literature review: types of tool adoption 
Literature is quite clear on the fact that SMEs generally do use less tools than larger 
organisations (e.g. Scheiber et al., 2012, 26). De Waal (2011, 121) finds that in general tool 
satisfaction increases with tool usage, and identifies 10 steps in tool adoption (ibid, 201) quite 
similar to normal adoption and diffusion processes in innovations (cf. Staal & Tookey, 2015).  
De Waal & Knott (2013, 11) find that when SMEs have selected and assessed the use of 
(NPD) tools, such SMEs will start a process which they describe as ‘tool bricolage’. Frost 
(2003, 59) distinguishes between tool usage as such (adoption) and the way how tools 
(adaptation) are applied. He illustrates the difference with the (often inappropriate) usage of 
the SWOT analysis. De Waal & Knott (ibid) find the following four adoption types (Table 6) 
supplemented by the authors with an indication of their occurrence. These adoptions are often 
“ad-hoc actions and adaptations”. They observe that practitioners and communities of practice 
have a bigger impact on tool use than “instruction manuals” or “academics presenting proper 
use of tools”. (ibid, 15; italics added). Contrary to for example Pasanen (2011) and Rigby 
(2007) De Waal & Knott (ibid, 15) do not find adoption differences in industry types, firm 
sizes or type of innovations. They state that NPD-tools should be intuitive to use and 
adaptable and that practitioners should be able to “carefully” customise, evolve or reconstruct 
such tools. This section leads us to conclude that the adoption type of procurement tools in 
SMEs may vary, and that academic or expert influence on actual adoption type seems limited.  
 
Table 6: Adoption of NPD tools in small technology-based firms (Based on De Waal & Knott, 2013, 11-12) 


Types SME adoption; consequences N 
Reconstruction 
(e.g. stock system)  


Total re-design of a tool, based on experience and other tools. 
Adaptation fit for SME; does not always meet the SME’s requirement 


20% 


Reinterpretation 
(e.g. brainstorming) 


Superficially apply parts (aspects) of tool differently from its intended use. 
Leads to an ineffective use for the SME. 


35% 


Evolution 
(e.g. road-mapping) 


Improve tool through an evolutionary learning process. 
Leads to adaptation fit for specific situation of the SME. 


22% 


Customisation 
(e.g. checklists) 


Change a tool: make it more suitable or appropriate for SME or a process. 
Closely related to specific situation of SME. 


22% 


 
 
7. Instrument & guidelines for developing risk-based procurement tools for SMEs 
Considering the previous Sections, this paper has adopted a five-step instrument with 
guidelines and quality criteria. In the next phase of this research these guidelines and criteria 
will be used by researchers, student researchers and SME participants to co-develop risk-
based procurement tools. This action-research approach (Delnooz, 2006) for tool development 







is advocated both by Moultrie et al. (2007) and Le Dain et al. (2008, 2011, 76). However, 
Moultrie et al. (2007, 340) also caution as they see limitations in SME participation and refer 
to Platts’ (1993) Procedural Action Approach. 
The guidelines & criteria must be detailed into prescriptive protocols and assessment sheets. 
Student researchers will then use these in Procedural Action Research, in short iterative 
project-cycles and with multiple data-collection methods. This empirical research needs close 
cooperation with SME participants, intensive training & supervision of students during their 
research (Staal & Walhof, 2014) and an agile-type (scrum) project approach (e.g. Rasmussen, 
2006).  
Hence the next phase of our research starts conceptual & deductive without SME and student 
participation to produce the protocols and sheets. It then becomes empirical & inductive as 
researchers use the protocols and sheets to support student researchers & participating SMEs. 
Applying the material from Table 3 and the insights from the above in the context of this 
research leads to the five-step instrument of Figure 2, which is explained below. 
 


 


1. Identify risks & uncertainties via critical control points in procurement activities in Continuous Lines of Value, 
2. Select dominant risks & uncertainties based on common root causes and impact, 
3. Iterative co-design of prototype tools via participatory action-research, 
4. Iterative co-development of tools via participatory action-research, 
5. Validate tools and monitor the process of adoption and adaptation. 
 


Figure 2: Five-step instrument for developing risk-based procurement tools for SMEs 
 
(1) IDENTIFY risks & uncertainties via CCPs in procurement activities in CLVs [2 months] 
This 1st step is based on data collected via multiple case study research. It involves (a) 
determining CLVs related to procurement activities in SMEs (Hagelaar et al., 2015a), and (b) 
determining Critical Control Points (CCPs) via assessing risks levels and uncertainties from 
these procurement activities via an assessment tool (Hagelaar et al., 2015b, 9).  
The CCPs (risks & uncertainties) of the procurement activities in these CLVs are then (c) 
classified (Table 7) into four management control functions (Beer, 1994) viz. implementation, 
coordination, control and intelligence which in turn are based on the five management 
functions of Fayol (1916) of forecasting & planning, organising, coordinating; giving 
instructions & delegating, and controlling. This 1st step finally includes determining the (d) 
scope (stage; Hagelaar et al., 2015b, 6) and (e) objectives (outcome; Hagelaar et al., 2015b, 9) 
of specific procurement activities. This identification has already been done via a survey 
amongst industry experts and via inter-subjective discussions and appreciation of SME 
research participants. The result of this 1st step is a longlist of procurement activities that 
could need management support via a risk-based procurement tool. 
 
Table 7: Template for identifying risks and uncertainties of procurement activities in Continuous Lines of Value  


Continuous Line of Value       > 
v    MGMT control function  


Serve the SME 
organisation 


Negotiated 
procurement 


Coordinated 
procurement 


Cross-functional 
procurement 


Implementation     


Coordination     


Control     


Intelligence     


 
(2) SELECT dominant risks & uncertainties in CLV [1 month]  
Not all risks or uncertainties related to procurement activities will affect the objective 
(outcome) of the CLVs to the extent that it is necessary to develop supportive procurement 
tools. In line with e.g. Ariful et al. (2006) this 2nd step focuses on (a) determining root causes 
(core problems) of dominant risks and uncertainties that will have the largest (potential) 
negative outcome. This also involves (b) assessing the probability, the consequences, the 







SME vulnerability and the SME management ability to control such risks and uncertainties. In 
part this has been determined in a survey amongst industry experts, in part via inter-subjective 
appreciation of research participants. (Hagelaar et al, 2016, WIP). The result of this 2nd step is 
a shortlist of procurement activities that need management support via a risk-based 
procurement tool. 
 
(3) ITERATIVE CO-DESIGN of prototype tools via Action Research [3 months] 
This 3rd step involves iterative and agile project-cycles of Procedural Action Research based 
on protocols. For tool ideation, the researchers use SME participants, student researchers, 
extant literature and the material generated via the case studies, discussions & survey. Based 
on the above-mentioned shortlist (Step 2) the researchers, student-researchers & SME 
participants will (a) co-design prototype tools which require (b) a number of iterative cycles 
[apply, review, modify] on approach, outcomes, content and structure. For a detailed process 
description, see Moultrie et al. (2007, 341-343). When co-designing the prototype tools 
researchers are (c) responsible for a cross-case quality-assurance (Hunt, 2002), for 
considering (d) findings from Sections 2-6, and for applying (e) the success-criteria of Table 
4. For assessing the quality of procurement tools for SMEs this research proposed the three 
key success-criteria as summarized in Table 8. The result of this 3rd step is a set of prototype 
tools co-designed via short-cyclic action-research with a limited number of SME participants. 
 
Table 8: Quality criteria (based on Moultrie, 2007; Le Dain, 2008; see also DeMey, 2011) 


Criteria Explanation: The tool must … Based …  
Usability .. be adaptable, user-friendly, unambiguous and easy to use Moultrie et al., 2007, 343. 


Le Dain et al., 2008, 13/18. 
(DeMey et al., 2011, 356) 


Utility .. address the dominant risks and uncertainties in the procurement activities 
Usefulness .. produce insights, generate thinking, or give directions for improvement. 


 
(4) ITERATIVE CO-DEVELOPMENT of tools via Action Research [3 months] 
This 4th step is mentioned separately as it involves new SME participants. Researchers and 
participants (again) verify the logic, consistency and usability of the tool. It again needs 
iterative Procedural Action Research with protocols and follows the same principles as step 
(3). The new SMEs must be suitable for developing one or more tools for one or more CLVs.  
The researchers, student-researchers & SME participants will (a) co-develop tools which 
require (b) a number of iterative cycles [apply, review, modify] on approach, outcomes, 
content and structure. For a detailed process description, see Moultrie et al. (2007, 341-343).  
When co-developing the tools researchers are (c) responsible for a cross-case quality-
assurance (Hunt, 2002), for considering (d) findings from Sections 2-6, and for applying (e) 
the success-criteria proposed as in Table 8. These will be worked out into assessment sheets 
(Moultrie?) for the participating SMEs. 
This 4th development step is complex (Platts, 1993, 10-11) as the tools should now become a) 
general enough for broader use in CLVs in the selected SME research domain, b) suitable for 
a specific CLV within a specific SME, and c) be independent of the facilitator (student 
researcher) or user (SME participant) of the tool. The result of this 4th step is a set of tools co-
developed via short-cyclic action research with a limited number of new SME participants. 
 
(5) VALIDATE tools; monitor process of tool adoption & adaptation [3 months; on-going] 
This 5th step of external validation (Platts, 1993, 7) is mainly outside the scope of this research 
as it needs (un-aided) adoption by more SMEs in several validation cycles (e.g. Caffyn, 1999, 
1145; Moultrie et al., 2007, 341, 347). This process of adoption and especially adaptation 
would need to be monitored for a longer period in a wider array of SMEs. Furthermore, 
improved procurement performance from actual adoption and adaptation and its effect on 
overall SME performance can not be measured within the timeframe of this research. The 







result of this 5th step hence gives a limited insight in the adoption, adaptation and outcomes of 
procurement tools for SMEs. 
 
8. Conclusions and recommendations for further research 
This paper investigates several aspects and organisational variables which must be considered 
when developing risk-based procurement tools for SMEs. It proposes an instrument and 
guidelines for developing such tools. 
1. The paper broadly defines a procurement tool for SMEs as any structured managerial aid 


that one or more persons use for analysing, structuring or influencing management and 
effective execution of activities within procurement processes.  


2. Such tools can be individual or integrated and manage the risks and uncertainties in 
Critical Control Points (CCP) related to the outcome of sales-driven procurement 
activities within a Continuous Line of Value (CLV).  


3. The paper finds the classic paradox that SMEs do not use many tools as they are resource-
scarce and have limited skills. At the same time SMEs can benefit from using tools but 
this would require them to work more formally or specialised.  


4. The paper identifies organisational variables that may impact the adoption and adaptation 
of such tools. These must be explored and considered during the development of the tools.  


5. The paper provides a five-step instrument with guidelines for developing tools:  
a. Identify risks & uncertainties via CCPs in procurement activities in CLVs, 
b. Select dominant risks & uncertainties based on common root causes and impact, 
c. Iterative co-design of prototype tools via participatory action research, 
d. Iterative co-development of tools via participatory action research, 
e. Validate tools and monitor the process of adoption and adaptation. 


6. The paper provides three key success-criteria:  
a. Usability: be adaptable, user-friendly, unambiguous and easy to use, 
b. Utility: address the dominant risks and uncertainties in the procurement activities, 
c. Usefulness: produce insights, generate thinking, or give directions for improvement. 


7. The guidelines & criteria will be developed into protocols and assessment sheets and will 
be applied in Procedural Action Research & agile-type project cycles with student 
researchers and SMEs participants. 


8. Designing and developing risk-based procurement tools is iterative, needs several sets of 
SMEs, and takes several cycles.  


 
 
9. Implications and limitations for further research 
9. We believe that this research makes three important contributions to small firm research. 


First, it identifies guidelines that can be used to develop procurement management tools 
for entrepreneurs and SMEs. Second, it presents criteria that help to assess the quality of 
such tools. Third, it identifies organisational variables that may impact the adoption and 
adaption of such tools.  


10. Considering the variety in SMEs, the developed risk-based procurement tools will only be 
suitable for the selected research domain of SMEs with a clear customer value proposition 
and 50 – 250 employees, and only for managing the direct procurement spend related to 
the SME product offering.  


11. Even when developed carefully, only part of these SMEs will adopt & adapt risk-based 
procurement tools. External validation of these tools is important but may take up to a 
number of years. 


 
We welcome suggestions for improvement of our research at the ACERE conference. 
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Entrepreneurial Philanthropy in Practice 
  


 


Abstract 


The study explores current practices of entrepreneurial philanthropists (EPS) in the United 
Kingdom. The data is drawn from an inductive analysis of high net worth British 
entrepreneurs engaged in entrepreneurial philanthropy (EP).  The study used a qualitative 
case study research strategy, informant interviews were conducted with three main groups: 
the principal philanthropist, the foundation executives and the social venture organisations in 
receipt of philanthropic investment. The findings allow for the managerial and strategic 
practices of EP to be explored. The findings show EP involves the application of multiple 
types of resources within and beyond the individual philanthropist’s command.  The 
opportunity based behaviour through which the individual’s financial wealth, contacts, 
entrepreneurial expertise, knowledge and reputation are deployed is shown to be fundamental 
to how EP is practiced.   Moreover, entrepreneurial management as a routinized behaviour set 
is shown to permeate the practice of EP. This is emphasised through the acquisition of 
resources accessed through strategic partnerships with influential individuals and 
organisations. The findings highlight that EPS adopt a co-operative and minimalist approach 
where entrepreneurial values and competencies are integral to their philanthropy. The paper 
contributes to the entrepreneurship discipline by presenting the practices of EP as viewed 
through an entrepreneurial management theory framework. 


 Introduction 


The concept of wealth recycling has received little attention within the discipline of 
entrepreneurship. Yet, what entrepreneurs do after the creation, growth and harvest of their 
entrepreneurial ventures has consequence beyond the personal sphere of the individual 
entrepreneur (Acs and Phillips, 2002; Desai and Acs, 2007; Acs, 2013; Acs, Boardman and 
McNeely, 2013; Lumpkin, Moss, Gras, Kato and Amezcua, 2013). The trend of high net 
worth entrepreneurs amassing significant personal wealth at a younger age during their 
entrepreneurial careers who are engaging in philanthropy is increasingly observed (Handy 
and Handy, 2007; Shaw et al., 2013; Maclean et al., 2013, Acs, 2013). Yet, as a topic, 
philanthropy still lies predominantly outside of mainstream entrepreneurship discourse 
despite its historic prevalence and link to wealth creation (Harvey et al., 2011). Only lately 
have scholars began to engage in dialogue about the role of the entrepreneur in philanthropy 
(Harvey et al., 2011; Shaw et al., 2013; Maclean et al, 2013; Acs, 2013; Acs, Boardman and 
McNeely, 2013). 


The debate started by Andrew Carnegie in the 19thCentury in the Gospel of Wealth on the tie 
between wealth creation and philanthropy has been re-ignited by Acs (2013), who argues 
wealth creation and philanthropy are inextricably linked within a capitalist economy and 
complement the role of government in creating public good. Philanthropy is fundamental to a 
fully functioning capitalist economy whose components can flourish and benefit all (Acs, 
2013). This view is further reinforced in the debate around taxation, the public’s willingness 
to be taxed and the increasing challenges around taxing the super-rich.  Similarly the Giving 
Pledge announced in 2010 by Bill Gates and Warren Buffet as a platform to give their wealth 
away in their lifetime highlights this issue. Yet, beyond a common understanding that 
philanthropy is related to personal wealth it is often confused with the term charity even 







 


 


though it is different.   Acs (2013) has brought to the fore the reciprocal relationship of 
philanthropy with the beneficiary, whereas charity is viewed as a one directional act. The 
particular emphasis placed on reciprocity provides an opportunity for scholars to explore the 
practices of and the relations embedded in EP beyond a theoretical perspective. 


Building on the work of Acs (2013) and his view that entrepreneurship and philanthropy are 
inextricably linked; this paper responds to Shaw et al. (2013) who call for a more empirical 
analysis of philanthropy within entrepreneurship research. EP is viewed to involve 
entrepreneurial practices and behaviours. In this study, it is defined as “the application of 
entrepreneurial methods, resources and management practices for philanthropic purposes.” 
Philanthropy is considered here as a natural extension of the entrepreneurial lifecycle.  


This paper assesses the practices and entrepreneurial nature of EP, using the model of 
entrepreneurship as developed by Howard Stevenson (Stevenson, 1983; Stevenson and 
Gumbert, 1985) by leveraging the measures of opportunity- based behaviour from Brown, 
Davidsson and Wiklund (2001) in their operationalisation of Stevenson’s Entrepreneurial 
Management Theory. In doing so, the paper progresses our understanding of EP beyond a 
largely theoretical positioning, and illustrates the ‘entrepreneurship’ in the practices of EP   
justifying its use as a label. The paper makes three main contributions. First, it presents new 
knowledge on the practices and the opportunity –based behaviour of EP supported by 
applying the dimensions of: strategic orientation, resource orientation, management structure, 
reward philosophy, growth orientation and entrepreneurial culture (Brown et al., 2001). 
Second, it extends existing theoretical research on EP by illustrating how a set of routinized 
entrepreneurial behaviors are practiced in philanthropy  and influence how opportunities and 
capital resources are pursued, accessed and deployed.  Third, the paper sets out the 
multifaceted nature of wealth recycling highlighting how EPS pursue opportunities that 
create social and economic value, whilst minimizing their personal resource allocation. It 
illuminates how strategic partnerships with key individuals and organisations at a micro and 
macro level become critical to the way resources are mobilised and deployed in philanthropy. 
The paper shows how entrepreneurial management as a practice bridges wealth creation and 
philanthropy and supports us to extend our understanding of the entrepreneurial career. 


The paper is structured as follows. In the next section a summary of existing research on what 
being entrepreneurial is proffered and the theoretical positioning of the study is outlined. This 
is followed by a literature review of entrepreneurial philanthropy that sets out what we know 
about it from the largely theoretical themes presented in the literature. This is followed by the 
methodology of the study. Thereafter, the empirical findings of the case study are presented 
and discussed in a thematic order and the main conclusions of the paper, limitations and 
future implications are posited. 


What does being entrepreneurial mean? 


Stevenson and Gumpert (1985) explored this very question in their seminal article ‘The Heart 
of Entrepreneurship’ published in Harvard Business Review in 1985 and offered as an 
anatomy of entrepreneurship. The scholars argue entrepreneurship is best viewed in the 
context of a range of behaviours that include: innovativeness, flexibility, dynamic, risk-
taking, creativity and an orientation for growth. Stevenson and Jarillo (1990) define 
entrepreneurship as a process where opportunities are pursued regardless of the resources 
currently controlled.  The emphasis placed on resources out with control and how they can be 
mobilised is of interest in the context of EP, as the philanthropists typically have an 
abundance of resources that could be applied in their philanthropy- thus there is no shortage 







 


 


of resources to draw from. Miller’s (1983) definition of entrepreneurship focusses on the 
extent to which risks are taken and how much an organisation can innovate.  Building on this, 
Stevenson and Gumpert (1985) set out a spectrum of entrepreneurial behaviours that can be 
used to describe how opportunity is seized and how resources are adapted and bundled 
accordingly. At one end of the spectrum the trustee is presented as someone who favours 
predictability over uncertainty and who seeks to safeguard resources rather than manoeuvre 
them at any risk.  


One of the most valuable insights proffered by Stevenson and Gumpert (1985) was that being 
entrepreneurial is a mode of management that goes beyond the confines of simply starting a 
business. Their seminal work was a catalyst for much of the scholarly research that exists 
today on entrepreneurship across different contexts. These authors posit certain behaviours 
exist in an entrepreneurial culture vis a vis an administrative culture in organisations as 
detailed in Table 1. 


 


Table 1: Entrepreneurial Culture versus Administrative Culture adapted from Stevenson and 
Gumpert, 1985. 


 Entrepreneurial Culture Administrative Culture 
Strategic orientation Driven by perception of 


opportunity 
Driven by controlled 
resources 


Commitment to seize 
opportunity 


Quick to react, timely Evolutionary and long in 
duration 


Commitment of resources Multiple stages of resource 
deployment and minimal 
exposure 


Single stage process and 
requires a complete 
commitment out of a 
decision 


Control of resources Episodic use or acquired 
resources 


Ownership of required 
resources 


Management of resources Flat structure with many 
informal networks being 
utilised 


Hierarchical 


 


Opportunity orientation is at the core of entrepreneurial behaviour. Shane and Ventakaraman 
(2000) define entrepreneurship as opportunity recognition and exploitation, a space where 
innovation and creativity are integral to how risk and resources are managed within an 
organisation. In essence, this relates to entrepreneurial culture and is in contrast to those 
behaviours exhibited in an administrative culture, where a protectionist approach to safeguard 
resources in a hierarchical organisation can mean a time consuming decision making process 
ensues to any future activity. 


 


Brown, Davidsson and Wiklund (2001) built on Stevenson and Gumpert’s seminal work on 
entrepreneurial management by operationalising and developing the measures set out in the 
original 1985 HBR article. They proposed a range of sub-dimensions to be used to explore 
how entrepreneurial a firm is, which extended the constructs posited by Stevenson and 
Gumbert (1985) as set out in Table 2.  







 


 


 


Table 2: Entrepreneurial Management Dimensions as borrowed from Brown et al., 2001 


Dimension Meaning 
Strategic orientation Strategy is driven by opportunities rather 


than the resources controlled. 
Resource orientation Resources are marshalled in stages and can 


be borrowed or leased. Maximising value 
creation is more important than owning the 
resources necessary to take action. 
 


Management structure Flat structure, informal relations and control 
are favoured to maximise value creation, 
adaptability and flexible working approaches. 


Reward philosophy Employees are typically evaluated and 
compensated based on the value they have in 
the organization. 


Growth orientation Rapid growth is the primary objective of the 
organization. 


Entrepreneurial culture Creativity and experimentation of ideas are 
encouraged. 


 


 These dimensions are useful for exploring the ‘entrepreneurial’ in EP and allow for the 
overall strategy, organisational culture and outlook to be considered. Moreover, their 
applicability holds value across the many differing contexts where entrepreneurship occurs 
in: small firms, a corporate context, not for profit and here in this study in a philanthropic 
context.  


 


What do we know about entrepreneurial philanthropy  


Self-made entrepreneurs engaged in philanthropy are not content with passive giving. It has 
been argued they seek new models for their philanthropy beyond the simple redistribution of 
financial wealth (Bishop, 2006; Bishop and Green, 2008). The increasing trend of 
commercial practices being applied in philanthropy has become evident over the last two 
decades. typically captured under the label “venture philanthropy” (VP); and defined as the 
combined resources of expertise and finance in philanthropy (Letts, Ryan and Grossman, 
1997; Pepin, 2005; Scarleta and Alemany, 2010. As a label VP has gained in popularity   
being used to describe modern day philanthropy. However, the label VP does not adequately 
reflect the range of resources, methods, routines or strategies deployed by high-net worth 
entrepreneurs in their philanthropic activities (Gordon, 2014). 


 Recently, the label EP has gained in popularity, defined as the deployment of multiple forms 
of capital: economic, social (know-who), cultural (know-how) and symbolic (reputation and 
status) accumulated throughout the individual’s entrepreneurial career (Harvey et al., 2011; 
Shaw et al., 2013; Maclean et al., 2015). Drawing from Capital theory (Bourdieu, 1986), 
these authors, in their theoretical positioning of EP have sought to illustrate the breadth of 
wealth ownership in the forms of capital owned by the elite in society. As a theoretical 
framework, capital theory has value when used to convey the depth and breadth of personal 







 


 


wealth owned by successful high net worth entrepreneurs. It is also useful when considering 
the power that accompanies the command of such resources viewed as critical to EP (Gordon, 
2011; Harvey et al., 2011; Shaw et al., 2013). Capital theory is meaningful when considering 
how cultural capital (know-how) and the notion of habitus can help to explain how 
behaviours and norms from an entrepreneurial career are transferred across other contexts.  
However, it is limited in explaining the ‘entrepreneurial’ components of EP. It does not 
capture adequately or explain the entrepreneurial positioning or opportunity – based 
behaviour that often underpins the philanthropy of many successful entrepreneurs. Applying 
an entrepreneurial management framework to explore the philanthropic practices of EP 
enables the ‘entrepreneurial’ components to be drawn out. The term productive 
entrepreneurship as proffered by Acs et al., (2013) is also of interest in this context, it 
highlights the productive outcome of wealth creation through the active pursuit of 
opportunities that create both social and economic value enabled through the reconstitution 
and recycling of capital wealth. Acs et al., (2013) argues embedded in the concept of 
philanthropy is the notion that profit orientation and wealth are mechanisms to create social 
and economic value that benefit the public good, whilst simultaneously protecting and 
strengthening the capitalist market system. Philanthropy and entrepreneurship are thereby co-
joined in an evolving cycle that supports future wealth creation and entrepreneurship to 
flourish and continue the production of wealth and philanthropy by future generations.  Thus 
representing a continuous cycle where entrepreneurship and philanthropy drive economic and 
social development at a higher macro level (Acs et al, 2013; Harvey et al, 2011). 


In the field of international development an increasing presence of philanthropists from a 
business background is observed who are focussed on: rudimentary health care, poor 
education, lack of employment opportunities and strengthening the role of private enterprise 
becoming the focus of such philanthropists (MacDonald and Tayart de Borms, 2010; 
Brainard and La Fleur, 2008; Dees, 2008, Kharas, 2008; Khosla, 2008; De Lorenzo and Shah, 
2007). Resources are often deployed to initiatives that aim to support people to help 
themselves in the longer term such as: education, fostering and supporting micro-enterprise 
and small business creation.  


However, despite such observations evident  in practitioner related literature there is a distinct 
lack of academic and empirical research on the practices of EP and this limits our 
understanding of EP beyond the largely theoretical accounts provided by Harvey et al., 
(2011) and Shaw et al., (2013).  This study offers a rare opportunity to view the practices of 
EP by exploring a small number of case studies empirically.  


 4. Research Method 


The study follows a case study research strategy (Yin, 2009; Eisenhardt and Graebner, 2007, 
Eisenhardt, 1989) and is based on the development of six in-depth case studies. The unit of 
analysis of the case study is the philanthropist and the routines and practices of their formal 
organisation of philanthropy (the foundation).The foundations contained in the study are 
located in the U.K and have existed for a minimum of three years to allow a sufficient 
timeline to research. The focus of philanthropic activity is predominantly international and 
generally focussed on the African continent. All philanthropists in the study are successful 
high net worth entrepreneurs who have created personal wealth in the region of £60 million 
to £1 Billion.  


Gaining access to the sample 







 


 


Access can determine the selection of a case study (Perrini et al., 2010; Eisenhardt and 
Graebner, 2007; Pettigrew, 1992). Given the elite nature of the high net worth individuals, 
negotiation of access was required by two gatekeepers. The brokering and negotiating of 
access took place over a five month period. The first gatekeeper yielded cases 1, 2 and 5 
directly and one indirectly (case 3 via case 1) and the second gatekeeper yielded case 4.  


All subjects have been made anonymous within the research study. The philanthropists are 
mature in age ranging from 40-60 years and are typically serial entrepreneurs. An overlap in 
the areas targeted by each philanthropist; health, education and young people is also present. 


Interviews per case ranged between three and five, totalling 24.  


Primary and secondary research was undertaken to develop the five case studies. Primary 
research included in-depth semi structured interviews with the philanthropist, the chief 
executive of their foundation and when feasible other prominent foundation employees. Two 
recipients (investees) of philanthropic investment, in each case, were also interviewed (with 
the exception of case four where only one recipient was made accessible).  Twenty-one 
interviews were conducted face to face and three by telephone.  Post-interview follow ups 
were undertaken and conducted by telephone and email.  


Access to the social venture organisations (SVOs) in receipt of investment was negotiated 
with each philanthropist, brokered by the chief executive of their respective foundation.  
Secondary data, comprising annual foundation reports, internal documents, investment 
memos and individual programme reports, was collated on each case study. The multiple 
interviews in each case and use of secondary data reduced source bias and facilitated a 
critical analysis (Eisenhardt and Graebner, 2007; Denzin & Lincoln, 2005; Miles and 
Huberman, 1994; Strauss and Corbin, 1998).  The data was collected over a 7 year time 
frame supporting a longitudinal study. 


 


 Processing and managing the data 


All interviews were recorded and transcribed verbatim and each individual file was exported 
into QSR Nvivo software. The use of the software facilitated identification of key themes and 
coding of data into primary and secondary codes (Strauss and Corbin, 1998). The 
entrepreneurial management framework was used as a lens to explore and analyse the data, 
by applying opportunity based behaviour measures as outlined by Brown et al (2001). This 
process allowed for similarities, differences, continuities and dis-continuities to emerge from 
within and across the case studies.  


Findings and Discussion 


In this section the empirical data on the practice of entrepreneurial management in EP is 
presented using the opportunity based behavioural framework developed by Stevenson and 
Gumpert (1985) and Brown et al., 2001.The goal being to facilitate the rich story of the data 
to come to the fore, whilst acknowledging space constraints, selected quotes are therefore 
used to illustrate the key dimensions of entrepreneurial management theory and EP. 


5.1 Management structure 


Across all of the cases (1, 2, 3, 4 & 5) each philanthropist has established a formal foundation 
from which to manage, administrate and strategise their philanthropic activities. Each  has a 







 


 


chief executive in place to lead the organisation, supported by a small core team of support 
staff  ( the foundation  team) who typically come from a commercial background (a 
commonality across Case: 1, 2, and 4). Case 3 differs,  it has a considerably larger number of 
operational staff in the foundation compared to the others cases (in 2008 there were 16 
employed staff; in 2011 this number rose to 33 and in 2015 there are 55 team members).The 
philanthropic spend and scale of activities  of Case 3 is also more sizeable than all of the 
other cases. The foundation employees in Case 3 have a mix of both business and 
development backgrounds. Case 5 differs again, the core foundation staff (a chief executive 
and project manager) come from a civil service  and third sector background respectively. 
The chief executive of the foundation is a former senior civil servant (originally seconded 
from government to the post). The project manager has an Arts Funding Council background 
and is fully versed in the grant application process and awarding of grants to third sector 
organisations. In this case these two specific employees also leverage strong national political 
connections that the EP can capitalise on.   


Across all of the cases a lean organisation means that overheads are kept to a minimum. The 
management structure and governance system is fairly flat across all cases, this means that 
decisions can be reached quickly on the portfolio of philanthropic investments especially 
when programmes run into difficulty. 


“Because we are very small, and in our business we believe in small teams, in our 
philanthropy we believe in the same thing. People think we have reams and reams of people, 
but we don’t. I really believe that if you create the right framework for the right people then 
people can excel”. 


“If we were not changing the programmes as we went along, we would be doing the wrong 
thing” (CE, Case 1). 


“If something is not successful we will just change it and build things up” (CE , Case 2) 


 


Small teams, flexibility and adaptability are prominent features of the management structure 
in place across the different cases. The suggestion that the more entrepreneurial oriented an 
organisation is the quicker they can respond to challenges and changes in the environment is 
therefore supported. Moreover, this also supports the argument that the that the more 
entrepreneurial oriented an organisation is increasing likelihood that they will take calculated 
risks, innovate and be proactive (Covin and Slevin,1988; 89 ).   


 


5.2 Strategic orientation 


EPs are driven by the opportunity to create social and economic value rather than pursuing 
opportunities determined by the resources they own. This is illustrated in the proactive 
targeting of specific social venture organisations (SVO’s) active in the areas where the 
philanthropists  seek to create and influence change including but not exhaustive: education 
(and enterprise education), healthcare, sanitation, access to clean water and programmes that 
support private enterprise in emerging economies.  


The EPs use their Foundation Board as a strategic forum to discuss and debate future 
direction of their philanthropy through strategic thinking. 







 


 


“We are a proactive foundation. We actively identify the programmes we are going to work 
on. The principal role is to say strategically what projects we will take on. We very rarely 
fund reactively” (CE, Case 1). 


The Foundation team harness and apply the resources of the Foundation in its entirety for 
maximum effect. Relative to this, the composition of the foundation board typically facilitates 
access to individuals and organisations beyond the EP’s current reach to individuals with 
specialist knowledge and contacts that support the development of strategic alliances. 


Moreover, the strategic orientation of EP is also illustrated in the way that the core foundation 
teams identify a programme proven to work in one specific area that has value in an unrelated 
area of interest to them.  


“We recognised where their worth really lay was not in what they were doing (with young 
offenders) but with head teachers to instil leadership skills and confidence. We said to them, 
it is really interesting what you are doing there, but would you like to do it over here for us. 
We quite often take partners who are exceptional in one area and say you are great there, 
come over here, follow us and we would like you to go in and do it there” (Chief 
Executive,Case 1).  


 The ability of the foundation team to identify opportunities where the knowledge and skill 
set that supports innovation in one area can be transferred to another social context is 
important and demonstrates the extent of strategic orientation prevalent in EP. 


5.3 Resource orientation 


  Despite the economic wealth owned by the EPs in this study, ranging from £60 million to 
over £1 billion, they typically operate a lean approach to managing resources. This begins 
with the foundation, in all of the cases, being co-located with the formal business of the 
philanthropist. This arrangement allows for overheads to be kept to a minimum enabling 
some costs to be subsumed within the business.  It also allows the EPs to draw from talent in 
their commercial employee base within their philanthropy, accessing skills and expertise that 
can add value to their philanthropic activities (quite often technical in orientation).  This is an 
example of how resources are harnessed by the philanthropists and leveraged in the 
operations of their foundations from their business.  


 Of equal importance is how the EPs are skilled at using the resources of other people and 
organisations.  Typically, this happens through the formation of partnerships, which facilitate 
access to resources that are within and beyond the EP’s reach. Strategic partnerships are 
formed with other leading philanthropic foundations, business organisations, governments 
and individuals; and enable resources (including many non-financial) to be leveraged for 
deployment in their philanthropy. Examples include: co- funding from other high net worth 
individuals for specific projects (Case 3), match funding from government for specific 
projects (Case: 1 and 5), donations raised via the general public (Case: 2 and 4). 


Cases 1 and 5 secured joint funding from the UK government. Cases 1 and 3 received joint 
funding from governments in developing countries for health programmes.  Case 4 fundraises 
from the general public for specific projects in developing countries, which are managed as 
stand- alone projects. Case 2 raised additional funding from commercial partners, who have 
subsequently become embedded in the foundation. In this case each commercial partner also 
contributes knowledge, expertise, professional skills, as well as finance to the activities of the 
Foundation. The range of commercial partners includes: two investment firms, a law firm, an 
architectural firm and an accountancy firm. 







 


 


“The foundation is now no longer just related to the company, but those five 
companies together. We have allocated areas of responsibilities for each of the 
partners. We are all taking an area of responsibility. They have all put money in but 
that is not the key thing that we are looking for; it is really their expertise, their 
contacts, their networks and energy” (Chief Executive, Case 2). 


 


Perhaps the most interesting insight on the strategic resource restitution comes from Case 3 
who instigated an informal funding syndicate to raise money for specific projects they are 
involved in. 


“Our view is there is a lot of untapped potential for giving among our peers. Many 
people don’t have a mechanism for doing the due diligence to confidently make a 
significant investment, particularly when the project is delivered overseas. The 
majority of people we solicited for funds said to us, that if we found a good program 
they would be interested to co-fund with us; or they were starting/had their own 
foundations with similar missions to (ours)… In some cases, we approached people 
who were making substantial amounts of money and were not (to our knowledge) 
giving any away either at all or to issues affecting the developing world. We hoped 
that we could use this exciting initiative interest as an entry point into Africa-based 
philanthropy.” (EP, Case 3). 


“In order to raise the funds we invited people to an intimate roundtable session with 
President Clinton in which the President, (a key board member of his organisation) 
and our own Board members made a presentation about the need to address this issue 
and the initiative we intended to launch. This included an honest discussion around 
the planned approach, the risks and complexities… A few people did not give 
anything, but most contributed generously with gifts ranging between £10,000 and 
£500,000. We expected the experienced foundations to give directly to the Clinton 
Foundation, we gave others the choice between giving through (our foundation) and 
having us contract for the proper use and oversight of their funds or directly to them.” 
(EP, Case 3). 


 The EPs are actively exploiting opportunities to maximise value creation whilst 
minimizing the deployment of their own resources. This is evident across all of the cases. 


5.4 Reward philosophy 


The EPs run a lean organisation and leverage resources from their commercial activities 
where possible, as previously outlined. The lean nature of their foundation means that 
employees are empowered to make decisions on the day to day activities, contribute to 
discussion on the overall direction of the foundation and help to identify opportunities where 
social and economic value can be created within the parameters of the core areas that the EPs 
seek to change. It is because of the lean and empowered nature of EP in practice that the core 
foundation team are deeply valued and remunerated accordingly. The EPs spoke about 
paying above commercial rates to their core team members. Moreover, the EPs spoke about  
how they value the foundation team because of their knowledge, expertise and desire to  drive 
the foundation to be the  catalytic creator of fundamental change sought by the EPs. 


In Case 1, the EP spoke about the value placed on the Chief Executive, regarded as the 
person who was pivotal to the direction and the progress of the foundation. 







 


 


 “The main thing was meeting (the now Chief Executive) who actually began to shape what 
we wanted to do and how to make it happen” (EP, Case 1). 


Another EP, Case 2, spoke about how as a group the foundation team were growing in their 
intellectual capacity to understand the complexities of the areas they were making 
interventions in and were indispensable. 


“Intellectually, we are growing enormously as people in our own understanding of issues 
and problems and geographies” (EP, Case 2). 


 


The contribution of the foundation team and the Board to the activities of the foundation 
appears to be pivotal across all of the cases and emphasises the value placed on evaluating 
and compensating foundation employees accordingly in order to make things happen. 


 


5.5 Growth orientation 


Brown et al, (2001) suggest that the speed of growth is pivotal to the entrepreneurial 
orientation and culture of an organisation. This metric is of interest to EP, as achieving 
growth and driving specific projects and programmes to scale, tends to be a slow burning 
process. In part, this can be explained by the social, economic and political complexities of 
the areas focussed on by the EPs.  In the same way that Eps leverage resources through 
partnerships, they also seek out partnerships that enable them to grow and scale the impact of 
their programmes.  It is within this context, that  partnerships with government feature 
significantly in EP (Case: 1, 3, 4, and 5), and are  used by the EPs to influence a shift in 
public policy  and  affect social and economic change as a mechanism to scale up 
interventions. In Cases 1 and 3, the foundations actively lobby the government on the 
development of education and health programmes, this is in addition to piloting and proving 
programmes in these areas, essentially these EPs are taking risks that government is unwilling 
to take with public monies.   


 “Our relationship is that we can take risks, which governments don’t like to do. We can be 
the venture philanthropist, so if something especially in education goes wrong we can take 
the blame. Governments don’t like to be seen to be taking risks. Our understanding with 
governments is, that if we take something on we agree what success looks like and if our 
independent evaluation says that has been achieved the government can take it on as policy” 
(EP, Case 1). 


However, another EP points out that government can be willing to take a risk and engage in a 
programme that is high risk and innovative, even if it might not have the capacity to deliver. 


“We have had one case where we really wanted to go into some developmental 
programming. We chose a partner that happened to be a government partner, who was very 
enthusiastic. It was all new and high risk. We said to them here are the first questions you 
need to consider to get your plan going. They turned round to us and said there is no way we 
can do this. So we then hired and sent in an advisor to work with them and take them through 
the steps for six months, who was still there three years later. They (the government) did 
eventually take it over and it was absolutely sustainable and integrated and we went through a 
few changes in government in the process. (EP, Case 3). 







 


 


This particular example illustrates the timeline of change that is typical of EP interventions. 
The EPs seek for government to adopt proven programmes as policy but this is not a rapid or 
indeed a quick process. The key difference in EP is that growth takes place at a more 
incremental pace rather than rapid growth as aligned with the entrepreneurial orientation of 
entrepreneurial management theory.  In this study this most likely related to the complexity 
of driving change in challenging environments where multiple stakeholders are required to 
collaborate in order to create change that can be  sustainable in the long term. (MacDonald 
and Tayart de Borms, 2010) 


5.6 Entrepreneurial culture 


The EPs actively support an entrepreneurial culture in the foundation by encouraging and 
empowering the foundation team to be flexible and creative. Moreover, they have autonomy 
to make decisions about the day to day operations of the foundation and contribute to 
discussions on the direction of philanthropic activity.  The foundation team can respond 
quickly when issues arise in the portfolio of philanthropic investments that they manage and 
work closely with social venture organisations and government partners to adapt and change 
programme interventions when challenges arise.   


“Philanthropy is driven by a belief about marrying business principles with some very 
important understanding around development and proof of concept” (EP, Case 3). 


“Business absolutely influences philanthropy. It is the only speed of reference I know, I 
haven’t found a better way and therefore it just follows the same principles” (EP, Case 1) 


Moving beyond the immediate micro level of the Foundation, the EPs seek to partner with 
likeminded, entrepreneurial, individuals and organisations.  In this regard the notion of 
homophilly (Lazarsfield and Merton; 1954; Smith-Lovin and Cook, 2001) is of value. The 
concept homophilly is where individuals are attracted to others who mirror their values and 
culture. The EPs seek to surround themselves with likeminded individuals and organisations 
where an entrepreneurial culture is clearly identified. “It is a culture fit, their speed of 
responsiveness and their shared vision is a key criteria to selecting the partners we work 
with” (CE, Case 1) 


Building on this the EPs even go as far as to populate teams within the SVO’s who they 
invest in with people who they deem to bring an entrepreneurial mind-set and skill set.  


“We have now populated those teams with very entrepreneurial people. So we have made 
some mistakes and we have learned lessons, but they stand us in good stead” 


It is evident across the cases that value placed on partnering and engaging in people and 
organisations who share the same culture and mind-set as the EPs. 


6.0 Conclusion 


The label Entrepreneurial Philanthropy appears to be justified in the context of this study. 
The practice of philanthropy across the focal cases is entrepreneurial in orientation. The 
findings illustrate a clear alignment of the cases to the dimensions proffered by Brown et. al 
(2001) in their operationalisation of Stevenson’s entrepreneurial management theory. Whilst 
some dimensions are  more strongly evidenced than others in their entrepreneurial orientation 
namely: management structure, strategic orientation, resource orientation and entrepreneurial 
culture; the remaining two dimensions of reward philosophy and growth orientation although 
evident appear to be less prevalent within this study. Whilst this study was focused on a small 







 


 


number of cases of EP, although rich, the reasons for these two dimensions appearing to be 
less evidenced should be explored in any future research on the philanthropic practices of 
successful wealthy entrepreneurs. 
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Entrepreneurs’ Perceived Cause of Business Failure and Subsequent 
Behavior – A Configurational Perspective 


Abstract 


Taking account of prior entrepreneurial experience, this study explores how the 
perceived cause of business failure influences entrepreneurs’ decision to remain 
entrepreneurial or to abandon entrepreneurship. Using Qualitative Comparative Analysis, we 
find that locus of causality and controllability explain a large proportion of novice and serial 
entrepreneurs’ subsequent behavior in terms of their abandoning entrepreneurial activity after 
business failure. Additionally, we found commonalities and differences between both types of 
entrepreneurs. While for novice entrepreneurs assuming personal responsibility for business 
failure potentially leads them to decide against starting another venture, serial entrepreneurs 
predominantly abandon future entrepreneurship if they attribute failure to external 
circumstances. 


Introduction 


It is evident that some individuals come back from business failure and found new 
businesses (Flores-Romero & Blackburn, 2005), while others seek an entirely different career 
path. Apparently, some entrepreneurs are able to effectively handle the financial, social, and 
psychological costs associated with business failure (see Ucbasaran et al., 2013, for a review) 
while others are not. Some of the key aspects involved are how entrepreneurs process and 
explain their failure event as well as how this might impact their subsequent behavior. 
Attributions as a cognitive process, and a form of sensemaking (Weick, 1995, Cardon et al., 
2011) have been suggested to be an important determinant in understanding and coping with 
failure as well as in determining subsequent behavior (Gatewood & Shaver, 1991). 


While prior applications of attribution theory (Heider, 1958; Weiner, 1985) within the 
field of entrepreneurship have indicated cognitive biases exist (Zacharakis et al., 1999; Rogoff 
et al., 2004) and reported critical implications for entrepreneurs’ recovering and learning from 
failures, and going on to achieving success following such failures (Yamakawa et al., 2013), 
research on the specific question of how attributions by failed entrepreneurs about past events 
may predict their future activities remains scarce (Cardon & McGrath, 1999; Shepherd, 
2003). The question remains whether the behavioral responses of entrepreneurs attributing the 
cause of business failure to either internal or external factors or assessing the cause of their 
business’s failure to be controllable or uncontrollable vary according to whether they have 
significant prior entrepreneurial experience or none. 


Materials and Methods 


To address the above research question, the current study adopts a configurational 
perspective to analyze how specific configurations of the attributional dimensions of a 
perceived cause of business failure lead to entrepreneurs being willing to start a new venture 
or to them abandoning entrepreneurial activity (EA). In particular, we choose Qualitative 
Comparative Analysis (QCA) (Ragin, 2008) for this study, as it uniquely captures the 
complexity of the sensemaking efforts of failed entrepreneurs. More specifically, QCA is 
particularly appropriate in this study as it rests upon the notion of causal conjecture and 
equifinality as opposed to analyzing net-effects. This method acknowledges that different 
combinations might explain an outcome, in other words, different combinations of the 
causality and controllability dimensions might explain the same outcome. In the context of 
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this study, the outcomes are an entrepreneur’s decision to remain entrepreneurial or to pursue 
an entirely different career path. 


Our sample was gathered by systematically screening more than 2,600 technology-
based companies listed on the Crunchbase database (managed by TechCrunch) as having 
discontinued service provision. The firms had posted shutdown notices in English on their 
homepages offering specific reasons for the failure of the business. Additionally, we accessed 
the founders’ LinkedIn profiles to capture their entrepreneurial experience before the failure 
of their last business and to assess whether the entrepreneur decided to remain entrepreneurial 
or to pursue an entirely different career path. This procedure identified 111 usable shutdown 
messages of discontinued entrepreneurial ventures that were ultimately included in our 
sample. 


The businesses in our sample were primarily headquartered in English speaking 
countries (67.6% United States, 10.8% United Kingdom, 2.7% Canada, 18.9% rest of the 
world) and shared a common cultural background. On average, the shutdown notices were 
289 words long (standard deviation = 217). Our longitudinal data cover a 10-year time-span 
(April 2004 to March 2014), thereby avoiding the risk of business failure being attributable to 
cyclical trends and issues such as a short-term economic crisis. Moreover, the data were 
obtained from two separate sources, thus negating the threat of common method variance. 


The outcome focused upon in this study is the restarting of EA in the form of a new 
venture. Analyzing a non-outcome can lead to richer conclusions in configurational studies 
(Krause et al., 2014), and hence we included the non-outcome, that is, abandoning EA. As we 
could not scrutinize the entrepreneurs’ entire career, we focused solely on the next career 
move after business failure. In so doing, we excluded founders who restarted EA at a later 
stage in their career. Hence, entrepreneurs who started a subsequent venture directly after 
experiencing a previous business failure were allocated a score of 1, while those who chose a 
different career path were allocated a score of 0. 


As illustrated in Table 1, the shutdown notices in our sample offered various 
explanations of why entrepreneurs discontinued trading. In this study, we focus on four 
conditions: the perceived internal and external locus of causality and whether the 
entrepreneur considered the cause of business failure to be controllable or uncontrollable. 


The conditions were determined by manually coding the causes of business failure 
stated in the shutdown notices. This procedure was conducted by two of the authors resulting 
in an acceptable interrater-reliability. Cohen’s Kappa was used as a measure of agreement 
between the two raters, and was found to be substantial at 0.69 (Landis & Koch, 1977). 
Consensus coding was then used to resolve those cases on which the two raters initially 
disagreed. It is important to note that external and internal locus of causality as well as both 
controllability dimensions can co-exist in one case, for instance when a shutdown notice gives 
more than one explanation for the failure of the business. 


We divided our sample into three groups based on the lead-founders’ previous 
entrepreneurial experience and subsequently ran three separate analyses: for novice 
entrepreneurs (no prior EA before business failure), serial entrepreneurs (entrepreneurs who 
started up and exited more than one previous venture before experiencing business failure), 
and portfolio entrepreneurs (operating more than one business simultaneously when business 
failure happened). 
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Table 1: Coding scheme of the attributional dimensions 


Attributional Dimension Frequency Illustrative Text Excerpts 


Internal – controllable  49 “We were sadly never quite able to get 
the traction that we needed to make it 
work.” 


   


Internal – uncontrollable 31 “Although we’re passionate about 
building great products that help people 
connect in the real world, we have run 
out of resources to keep the (…) project 
afloat.” 


   


External – controllable 25 “While the nature of our financing meant 
that the financial market crisis overtook 
us more abruptly than most, in the end 
it’s my responsibility that we hit the wall 
like this.” 


   


External – uncontrollable 52 “Due to the tough economic climate, we 
are planning to cease operations and 
shut down the company in the near 
future.” 
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Results 


QCA is capable of identifying necessary and sufficient conditions (Ragin, 1987). The 
separate necessity analysis revealed no such conditions for the restarting EA outcome or for 
the non-outcome, abandoning EA. The sufficiency analysis for the restart outcome did not 
return any meaningful results for any of the three types of entrepreneur. For novice and serial 
entrepreneurs however, our analysis results in four configurations each explaining why 
entrepreneurs do not start another venture after a business failure. Why portfolio 
entrepreneurs abandon EA after their previous entrepreneurial failure cannot be explained by 
the subset of locus of causality and controllability. 


Figure 1: Results on the termination of EA for novice and serial entrepreneurs 


I II III IV V VI


External


Internal


Controllable


Uncontrollable


Consistency: 0.91
Coverage: 0.91


Condition present Condition absent Blank space: neutral permutation


SerialsNovices Novices and Serials


Consistency: 0.94
Coverage: 0.60


CONDITIONS of 
attributional dimensions


CONFIGURATIONS of entrepreneurs abandoning EA after failure 


 


The intermediate solutions for novice and serial entrepreneurs are presented in Figure 
1. Following Ragin (2008), filled circles indicate the presence of conditions, whereas empty 
circles indicate their absence. Because of the characteristics of the conditions, the absence of a 
condition is a result of the presence of the counterpart, given that there is only one reason for 
business failure. Accordingly, the focus is on the presence of conditions. 


Regarding the coverage levels, it is evident that the locus of causality and 
controllability dimensions both explain a higher proportion of the phenomenon for novice 
entrepreneurs abandoning EA (91%) but a still high proportion for their serial counterparts 
(60%). According to our analysis, both commonalities and differences exist. Thus, there are 
two configurations (III and IV) that explain why both novice and serial entrepreneurs abandon 
EA. Additionally, we found two configurations that explain exclusively why novice 
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entrepreneurs (I and II) do not re-embark on entrepreneurship and two configurations that 
illustrate why serial entrepreneurs (V and VI) do not start another venture after a business 
failure. 


Apparently, causes the entrepreneur perceived as uncontrollable whether of internal 
origin (configurations III) or external origin (configuration IV) likewise lead novice and serial 
entrepreneurs to abandon EA. Accordingly, configuration IV displays the highest unique 
coverage for both types of entrepreneurs. Configurations I and II illustrate that controllable 
causes with an internal origin or a mixed internal and external origin explain why novices do 
not start another business. Finally, serial entrepreneurs are discouraged from re-embarking on 
entrepreneurship when they attribute business failure to external and internal causes and also 
controllable and uncontrollable causes (configuration V). Another path to abandoning EA is 
caused by external, but controllable causes of failure (configuration VI). 


Discussion 


Our study paves the way for further empirical studies on entrepreneurs’ professional 
lives following business failure (Ucbasaran et al., 2013) by contributing to existing literature 
in at least two distinct ways. First, we extend the stream of literature analyzing the differences 
between those entrepreneurs who start up a subsequent venture after the closure of their 
former business, and those ex-entrepreneurs who do not re-embark on entrepreneurship after 
their previous entrepreneurial endeavor (see, Hessels et al., 2011; Schutjens & Stam, 2006; 
Ucbasaran et al., 2006). Thus, according to our analysis, the locus of causality and 
controllability are indeed important aspects when it comes to processing and explaining 
business failure, and to a large extent explain novice and serial entrepreneurs’ subsequent 
behavior with regard to abandoning EA after a business failure. The results of this study 
should encourage the pursuit of a more nuanced appreciation of failure attributions, and 
especially how they affect subsequent learning from business failure (Cope, 2011; Mueller & 
Shepherd, 2014; Shepherd, 2003) as well as their influence on an entrepreneur’s willingness 
to share previous entrepreneurial experience. Which perceived causes of business failure 
might promote or obstruct learning? What are the outcomes of specific learning processes and 
what is their impact on future activities? Answering these important questions could enhance 
our understanding of what drives entrepreneurs to remain entrepreneurial or to pursue an 
entirely different career path. 


With regard to restarting EA by founding another venture following a business failure, 
our analysis revealed no shared pattern. This is particularly interesting as it allows us to 
speculate. It has been widely acknowledged that denying responsibility for failure favors the 
self (Brown, 1997) and is for example linked to maintaining self-efficacy (Drnovšek et al., 
2010; Tay et al., 2006, Engel et al. 2014). As self-esteem is sustained, we would expect that 
this plays an important role in motivating failed entrepreneurs to start another venture. As we 
could not find support for such a relationship, our study may spur further research 
investigating the role of other concepts (e.g., entrepreneurial alertness, learning) during and 
after entrepreneurs’ recovery from business failure and thus expand research on what drives 
entrepreneurs to remain entrepreneurial. 


Second, the results contribute to the literature distinguishing novice entrepreneurs 
from their serial counterparts (Westhead & Wright, 1998; Westhead et al., 2005) as this 
research finds commonalities and differences between both types of entrepreneurs with regard 
to the configurations that lead to abandoning EA after a business failure. Unsurprisingly, we 
could not find such a set/subset relationship for portfolio entrepreneurs, presumably due to 
their approach of owning multiple businesses simultaneously and compensating the failure of 
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one with other successful businesses. In contrast, in the case of novice and serial 
entrepreneurs, we found that uncontrollable events, irrespective of whether business failure 
was attributed to internal or external circumstances, partly explain why both types of 
entrepreneurs abandon EA. This points to a potential inability of entrepreneurs to process the 
reasons for business failure, when they view a particular failure event as a result of 
uncontrollable forces (e.g. economic conditions). Interestingly, entrepreneurial experience 
does not seem to lessen this inability. 


Moreover, further contrasting the unique configurations of novice and serial 
entrepreneurs leading to abandoning EA after business failure indicates a certain shift in the 
focus of attention in the event of a business failure. While for novice entrepreneurs assuming 
personal responsibility for business failure is a core condition (Fiss, 2011) in three out of four 
configurations explaining the decision not to start another venture; external attribution, in 
contrast, is a core condition for three out of four paths leading to serial entrepreneurs 
abandoning EA. For novice entrepreneurs, this finding is in line with our expectations since 
attributing failure to one’s own lack of ability may prompt a serious questioning of decision 
making, behavior, and routines, which in turn may prompt a person to abandon the EA path. 
For serial entrepreneurs, further exploring the perceived causes of business failure behind 
these three configurations, revealed that entrepreneurs abandoning EA predominantly 
attribute business failure to investment-related issues. This finding could be particularly 
interesting as it would seem to call for more research on the role of investors during and after 
actual failure events. 
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Does the preferred logic of decision making influence why the novice entrepreneur 
writes a business plan? 


 


Abstract 


This paper examines the relationship between the preferred logic of decision making and 
whether the entrepreneurs write a business plan in the start-up phase. Seven hypotheses are 
developed and tested using a sample of 263 newly started firms in Norway. Our findings 
suggest that if the entrepreneur has a preferred logic of relying on effectuation, she is less 
likely to write a business plan and when she does, it is negatively correlated to use it as a 
planning tool. Meanwhile, if the entrepreneur follows a causational logic she more likely to 
write a business plan and the main reasons why she does it, is either because it is common in 
the industry or in order to use it as a planning tool. The results add to the debate on the role of 
preference for decision making and the link to entrepreneurial planning. The paper also aims 
to discuss implications this have for entrepreneurial learning. 


 


Introduction 


Previous research on the process of starting a new business indicates that the initial 
entrepreneurial activities and the results of these activities are complicated and chaotic 
(Bygrave, 1989). There are several factors influencing which activities to undertake when 
establishing a business. Lately, the use of different logic that entrepreneurs apply when taking 
decisions has gained more attention and the theory of effectuation  (Sarasvathy, 2001, 2008) 
is said to be one of the most prominent theoretical perspectives in entrepreneurship research. 


 


One of the activities the novice entrepreneur can perform in the start-up phase, is writing a 
business plan. Empirical works on the benefits and the disadvantages of business planning has 
been numerous but inconclusive. A meta-analysis regarding the value of business planning by 
Brinckmann, Grichnik, and Kapsa (2010) indicates that planning is beneficial, but that 
contextual factors as newness of the firm and the cultural environment impact the planning-
performance relationship. This paper focuses on the reasons the entrepreneur evaluate as 
important for writing the business plan.   


 


Taking an entrepreneur perspective, there are several factors influencing which activities to 
undertake when establishing a business. Formal and informal rules exist of what the 
entrepreneurs ought to do in the start-up phase. In the search for financing, entrepreneurs meet 
bank, funds and governmental agencies working to support new-business start-up which have 
their own requirements for the entrepreneurs to fulfill. Social norms are further shown to 
influence entrepreneurial action (Meek, Pacheco, & York, 2010). Also entrepreneurs’ 
education and entrepreneurial courses taken in the start-up phase can influence the activities 
which are prioritized. 







This can also be seen as institutional forces influencing the behavior of the entrepreneur 
(Davidsson, Hunter, & Klofsten, 2006; DiMaggio & Powell, 1983) and can be seen through 
coercive, mimetic and normative forces. While the activities suggested by these institutional 
forces may be important to gain legitimacy for new businesses, they do not necessarily lead to 
more efficient start-up processes or more successful start-ups. For example, many funds and 
government agencies demand entrepreneurs to present a business plan, although research 
concerning benefits of business plans on later performance does not conclusively show a 
positive correlation to subsequent performance (Davidsson & Honig, 2010; Lange, Mollov, 
Pearlmutter, Singh, & Bygrave, 2007). A longitudinal study of nascent entrepreneurs in 
Sweden, found that neither formal planning nor changes in the business plan increased 
venture-level performance over the six-year study period (Honig & Samuelsson, 2012). Lange 
et al. (2007) suggest that unless the entrepreneurs needs to raise substantial start-up capital 
from institutional investors or business angels there is no compelling reason to write a 
detailed business plan before opening a new business. Delmar and Shane (2004) argue that 
planning is beneficial for legitimating to overcome the liabilities of newness, while Liao and 
Gartner (2006) suggest that planning that is done early in the start-up phase is better than if 
you plan later on. ) Business planning can also enhance employment growth (Burke, Fraser, & 
Greene, 2010).  But the above mentioned studies have in general looked at the planning- 
performance relationship and not on the antecedents for planning activities, as this paper aims 
to do.  


 


Although the causational logic highlight the planning approach, while the effectuation follows 
more an emergent learning approach, the reasons why nascent entrepreneurs write business 
plans can be several and also entrepreneurs that rely on an effectual logic can write a business 
plan. According the article of Honig and Karlsson (2004) four forces can influence the 
decision to write a business plan. The three first is coming from external parties; advices they 
get from counselors, whether they think it is common to write a business plan in their 
industry, or that they perceive it as a requirement to get external finance. The last one is 
whether they write a business plan in order to use it as a planning tool.  


 


This paper aims are thus to 


1) Investigate if effectual or causational logic can be seen as antecedents for writing a 
business plan. 


2) Explore if the main reason behind writing a business plan changes whether the 
entrepreneurs depend on an effectual or causational logic. 


 


While previous studies mostly have looked at the planning- performance relationship, this 
paper will look further into antecedents for planning activities and the possible implications 
this have for the learning the entrepreneur gets from business planning.   







Theoretical perspective 


Causation and effectuation 


In general, the main body of entrepreneurship research so far is based on the rational decision 
making models employed by neoclassical economist (Perry, Chandler, & Markova, 2012). 
Sarasvathy (2001) calls this approach for causation, as it is assumed that is the casual 
reasoning that is the basis for the decisions entrepreneurs take, for example concerning which 
segment you will sell your product to, how you will price your product or how you will sell to 
your selected marked. She also states that effectuation theoretically is the inverse of 
causation; 


Causation processes take a particular effect as given and focuses on selecting between mean 
to create that effect. Effectuation processes take a set of means as given and focus on 


selecting between possible effects that can be created with that set of means. 


         Sarasvathy (2001, p. 245)  


The expert logic (effectuation) depend on developing business opportunities based on starting 
with the means you have available, invest based on affordable loss, explore contingencies, 
make pre-commitments from your network and focus on aspect you can control as the future 
is unpredictable. On the other hand the institutionalized way (causation) is to start with a 
given goal, invest based on expected return, focus on planning in order to avoid unexpected 
events, position yourself among competitors and focus on predicting for an uncertain future. 


 


 


Entrepreneurial planning 


Planning activities can consist of several different types of planning and I will in this paper 
focus on the business plan. A business plan is a document that summarizes how an 
entrepreneur will create an organization to exploit a business opportunity (Stevenson & Van 
Slyke, 1985) Empirical works on the benefits and the disadvantages of business planning has 
been numerous but inconclusive. Some scholars find business planning beneficial and argue 
that a formal approach leads to better performance  (e.g. Chwolka & Raith, 2012; Delmar & 
Shane, 2003, 2004; Liao & Gartner, 2006), while another group of scholars propose that the 
entrepreneurs should rather use their time in the start-up phase to get their first sale and 
thereby enhance the learning process (e.g. Honig & Karlsson, 2004; Honig & Samuelsson, 
2012; Lange et al., 2007). The contrast between planning and learning is also emphasized in a 
study by Sirén and Kohtamäki (2015), suggesting that knowledge overload in the planning 
process can  limit the learning process. Applying this to different logic the causational logic is 
linked to the planning approach and then it should be a predictor for business planning, thus; 


H1: The more causational logic the entrepreneur follows, the more likely is it that she 
will write a business plan. 







On the other hand, to follow an effectual logic implies that the entrepreneur will focus more 
on an emerging and learning approach, which should imply that she is less likely to write a 
business plan 


H2: The more effectual logic the entrepreneur follows, the less likely is it that she will 
write a business plan. 


A meta-analysis regarding the value of business planning by Brinckmann et al. (2010) 
indicates that planning is beneficial, but that contextual factors as newness of the firm and the 
cultural environment impact the planning-performance relationship. Further, business 
planning is expected to have some advantages in generating legitimacy, which can reduce the 
hazard of venture disbanding and facilitate the transition to other organizing activities 
(Delmar & Shane, 2004). Lange et al. (2007), who suggest that unless the entrepreneurs needs 
to raise substantial start-up capital from institutional investors or business angels there is no 
compelling reason to write a detailed business plan before opening a new business. Linking 
this to effectual and causational behavior it is more likely that those that follow an effectual 
approach write a business plan because they need it in order to obtain external finance, thus;  


H3: The stronger the effectual logic of the entrepreneur takes, the more likely she is to 
report obtaining external financing as reason for writing a business plan. 


On the other hand, entrepreneur that follow an causational logic, are focused on what she 
thinks she should do institutional, and is more focused on what is normal in the industry and 
at coercive forces through advices from counselors. 


H4: The stronger the causational logic of the entrepreneur takes, the more likely she is 
to list advices from counselors as an important reason for writing a business plan. 


As the institutional forces also can be found at a general industry level as mimetic forces, the 
entrepreneur can also find industrial standards important. As causation is more of the 
institutionalized way of starting a business, it is more likely that the entrepreneur following a 
causational logic 


H5: The stronger the causational logic the entrepreneur takes, the more likely she is to 
report that it is common in our industry as reason for writing a business plan. 


In addition they can also write a business plan in order to use it as a planning tool, as it can 
help entrepreneurs balance supply and demand and therefore make better decisions (Delmar 
& Shane, 2003). It is more likely that this will be the case for the entrepreneur following a 
causational logic than for the entrepreneur following an effectual logic: 


H6: The more causational logic the entrepreneur follow, the more important she 
report writing a business plan in order to use it as a planning tool 


H7: The more effectual logic the entrepreneur follow, the less likely it is that she will 
report that is due planning purposes 


 







Methods 


Sample 


To explore the research questions a random sample of new firms in Norway was established 
and all limited liability companies registered as new start-ups in The Norwegian formal 
business register in 2012 were used as the sampling frame. A random sample of 2000 firms 
was selected from the sampling frame. As some individuals were listed as CEOs of more than 
one start-up, the sample of entrepreneurs was reduced to 1 996 entrepreneurs. After two 
reminders, a total of 263 responses (13%) was received. Respondents reporting not to have 
been involved in the start-up of the firm were removed from the sample, leaving us with 257 
cases for analysis. 


 


Measures 


Dependent variable 


In order to explore my first research question the question if the entrepreneur write a business 
plan was recoded to 0=no and 1= yes. For those that answer yes on this question (N=141), I 
will explore further their reasons why they wrote a business plan. 4 items were selected based 
on an article by Honig and Karlsson (2004); I wrote a business plan.. 


- because it was a requirement to get finance 


- because of advice I got from councelors 


- because it is common in our industry 


- in order to use it as a planning tool 


Each of these reasons the entrepreneurs were asked to asked on a 7 point Likert Scale from 
“Very important”(7) to “Not important”(1). 


 


Independent variable 


Alsos, Clausen, and Solvoll (2014) validated and tested scale for effectuation and causation 
was chosen to measure the decision making logic of the entrepreneur. The entrepreneurs were 
asked to rank the 10 items based on a 7 point Likert scale from “Totally agree” to “Totally 
disagree”. A factor analysis (principal components) was run on the items to measure core 
aspects of the principles of effectuation and causation. Oblique rotation was used, as this 
approach allows the factors to be correlated and according to Pett, Lackey, and Sullivan 
(2003) this approach is the best if there is reason to believe that correlation exists between the 
subcategories of the data. Results are displayed in Table 1 below. Using the Kaisers criteria, 
the factor analysis identified two underlying latent constructs. Only two factors were extracted 
with high Eigenvalues (3.4 and 1.9). 







=====================Insert table 1 here ======================== 


Control variable 


According to Roininen and Ylinenpää (2009) education can influence the decision to write a 
business plan, thus higher education was included as a control variable (university education 
0=no, 1=yes). Delmar and Shane (2004) suggest that writing a business plan can be smart to 
do in order to overcome the liability of newness. As I did not have measure for the liability of 
newness in the questionnaire, the partly overlapping construct perceived uncertainty, also 
used by Chandler et al (2011), was introduced as a control variable. The measure was a 
summated scale including four items (1-7 scale ranging from totally disagree to totally agree). 
A factor analysis including the four items extracted one single factor (tbl 2) and the scale had 
a Cronbachs alpha of 0.78. We also included sex as a control variable (0= female and 1 
=male). 


=====================Insert table 2 here ======================== 


 


Results 


Antecedents for writing a business plan 


Table 3 gives correlation between the chosen independent variable and dependent variable. 
Effectuation is negatively correlated with writing a business plan, while the correlation 
between causational logic and writing a business plan is positive. The uncertainty construct is 
negatively correlated with causation and positively correlated with effectuation, but does not 
seem to have a relationship with writing a business plan. Having higher education is 
negatively linked both to effectual logic, causational logic and perceived uncertainty, but has 
no correlation with writing a business plan. Being a female entrepreneur is correlated with 
writing a business plan, as well as being an entrepreneur with higher education. 


=====================Insert table 3 here ======================== 


A logistic regression model was run in order to answer research question 1. The Hosmer and 
Lemeshow test gives (table 4) a significance level at .65, indicating support for this model. 


=====================Insert table 4 here ======================== 


=====================Insert table 5 here ======================== 


Table 5 shows that between 13.2% and 17.6 %, of the variance will be explained by these 
independent variable. Table 6 gives the variables in the Equation based on this logistic 
regression. 


=====================Insert table 6 here ======================== 


Based on this I can report on the two first hypotheses: 







H1: The more causational logic the entrepreneur follows, the more likely is it 
that she will write a business plan. 
 


Supported 
 


H2: The more effectual logic the entrepreneur follows, the less likely is it that 
she will write a business plan. 


Supported 
 


 


Reason for writing a business plan 


The reason why entrepreneur that either follow an effectual logic or causational logic plan can 
be further explored by looking at the reason they rate as most important for why they write a 
business plan. I will look at the correlation matrix in order to get an overview of the 
relationships. 


Table 7 gives the correlation of the logic and reason they list as important. 


=====================Insert table 7 here ======================== 


This can give an overview of whether the hypotheses are supported: 


H3: The stronger the effectual logic of the entrepreneur takes, the more 
likely she is to report obtaining external financing as reason for writing 
a business plan. 


Not supported 
 


H4: The stronger the causational logic of the entrepreneur takes, the 
more likely she is to list advices from counselors as an important 
reason for writing a business plan. 


Not supported 
 


H5: The stronger the causational logic of the entrepreneur takes, the 
more likely she is to report that it is common in our industry as reason 
for writing a business plan 


Supported 


H6: The more causational logic the entrepreneur follow, the more 
important she report writing a business plan in order to use it as a 
planning tool 


Not supported 
 


H7: The more effectual logic the entrepreneur follow, the less likely it 
is that she will report that is due planning purposes 


Supported 


 


Based on the two hypotheses that were supported, it is possible to run linear regressions on 
these two dependent variables (table 8- 9). In these models I have controlled for perceived 
uncertainty, but as we can see it does not influence the result. 


=====================Insert table 8 here ======================== 


=====================Insert table 9 here ======================== 


 


Discussion 


The logistic regression gave support for that logic influence the decision to write a business 
plan, as the more causational logic the entrepreneur follows, the more likely they are to write 







a business plan. On the other hand, the more effectual logic the entrepreneur follows, the less 
likely is it that she will write a business plan. From the included control variables we could 
see that the only variable influencing the relationship was the sex, as female entrepreneurs 
were more likely to write a business plan compared to the male entrepreneurs. These results 
also are contrary to previous results indicating that both uncertainty and education could 
influence the decision to write a business plan (Delmar & Shane, 2004; Roininen & 
Ylinenpää, 2009). 


The more causational logic the entrepreneur use, the more likely is it they will report “because 
it is common in their industry” as the reason for writing a business plan. This support that 
those following a causational logic are more likely to be concerned with the standards and 
what they think they are expected to do in the industry the entrepreneur enter. As the 
“industry-standard” also can be seen as a mimetic force (DiMaggio & Powell, 1983), it seems 
like those following an causational approach are more concerned at the norms in the industry 
they enter.  It can also be a characteristic for the industry as it is easier to plan in some 
industries than in other. 


  


Implications for entrepreneurial learning (work in progress) 


From the results we can see that those following a causational logic are more likely to use the 
business plan actively, while those following an effectual logic not rank planning purposes as 
important. The motivation to do activities, might also affect the learning they get from it and 
whether they find it useful. In particular this can be seen, when the entrepreneur get the 
business plan written by an external councellor in order to get external financing or legitimacy 
in the industry, but where the business plan never will be used. (Work in progress; new 
questionnaire where this will be controlled for, as well as the learning strategies the 
entrepreneur apply. Results will be added to this paper) 


 


This paper highlight the importance of decision making logic as an antecedents to whether an 
entrepreneur writes a business plan or not. But still, there are some entrepreneurs following an 
effectual logic, that write a business plan. In the result conducted at this phase, we could not 
find any significant positive results for important reason why those that follow an effectual 
approach write a business plan. This could be an area for further research. It could also be 
interesting to investigate further effects the size, the growth ambitions and types of firms has 
on preferred logic and the reason they give for writing a business plan. Further, the effects on 
the reason the entrepreneurs list as important, could be interesting to link to how they learn 
from the experience of writing a business plan and the support they are given in the start-up 
phase. According to Honig and Karlsson (2013) institutional forces as the educational system, 
the public support agencies and industry affiliation will differ between countries and influence 
the propensity to write a business plan and the reason they do it. Thus, the results are 
depended on the context. The results from this study add to this debate, by highlighting the 
importance of the different logic the entrepreneurs apply.  







Conclusion and implications 


The findings suggest that if the entrepreneur has a preferred logic of relying on effectuation, 
she is less likely to write a business plan and when she does it is negatively related to use it as 
a planning tool. Meanwhile, if the entrepreneur follows a causational logic she more likely to 
write a business plan and the main reasons why she does it is either because it is common in 
the industry or in order to use it as a planning tool. 


This paper makes several important contributions to entrepreneurship research. First, it 
combines two streams of entrepreneurship research, namely entrepreneurial decision making 
and business planning research. Moreover, it highlights the important influence institutional 
forces have on writing a business plan among nascent entrepreneurs especially for those 
entrepreneurs following a causational logic. A theoretical implication of this research might 
be that we have to open up the debate whether business planning is beneficial to also consider 
the antecedents for business planning. Finally, it discusses important implications this have on 
entrepreneurs learning. Only by looking at antecedents to planning, the outcomes as 
entrepreneurial learning and performance indicators can be better understood.  


 


  







Table 1 Joint factor analysis for effectuation and causation 


  FACTOR LOADINGS
  Effectuation Causation 
We develop the business based on the resources we have available without any 
clear vision of what it will become in the end


.780 -.250


Instead of calculating how much it will pay to invest, we invest based on the 
resources we have at our disposal 


.689 -.248 


We constantly change how we envision the business – “we make the path as we 
go” 


.776 -.080


We base our cooperation with others on informal agreements which are changed 
depending on what they can offer 


.705 -.152


We let the business develop step-by-step and have no clear idea of what it will 
look like in the end 


.789 .-261 


We take the long-term goal we have set as the starting point and strive to acquire 
the resources we need to achieve this goal


-.161 .756 


An evaluation of the business’ profit potential is decisive when we decide how 
much to invest 


-.234 .680


We work systematically to achieve long-term goals and do not consider short- 
term opportunities 


-.111 .590


We analyze the competitive market offerings and position our products and 
prices accordingly 


-.117 .670


We base our strategic decisions on rigorous analysis of how market and 
competitive situation will evolve over time


-.346 .787


Cronbachs alpha .804 .737 
Cumulative explained variance 53 % 


N=257 


Table 2: Factor Analysis for the Perceived Uncertainty Construct 


  FACTOR 


LOADINGS


  1 


When making decisions, it is very difficult 


to identify and evaluate the different 


alternatives 


 
 
 


,792


We often can’t anticipate the outcomes or 
consequences of our decisions before they 
are made. 


 
 


,792


The knowledge of how to react to changes in


the external environment is hard to come by 


 
 


,838


We don’t know which direction to take in 


response to changes in the external 


environment 


 
 


,674


Cronbachs alpha 0,78


Explained Variance 60,2%


N= 257 


 







Table 3 Correlations between effectuation, causation, business plan and uncertainty 


  1 2 3 4 5 6 
1. Effectuation 1  
2. Causation -.29** 1  
3. Business plan -.23** .31** 1  
4. Uncertainty .39** -.14* -.05 1  


5. Above upper secondary school -.15* -.14* .03 -.14* 1  


6. Sex (0=female, 1=men) .10 .06 -.13* 0.54 -.22* 1 


**. Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed). 


Table 4: Signficance by Hosmer and Lemeshow Test 


Step Chi-square df Sig. 


1 6,002 8 ,647
 


Table 5: Explained Variance 


 


 
 
Step 


 
 
-2 Log likelihood 


Cox & Snell R 


Square 


Nagelkerke R 


Square


1 304,039a
 ,134 ,179


 


Table 6: Variables in the Equation 


   
 
 
 


B 


 
 
 
 


S.E. 


 
 
 
 


Wald 


 
 
 
 


df 


 
 
 
 


Sig. 


 
 
 
 


Exp(B) 


95% C.I.for 


EXP(B) 


Lower Upper 


1a EducationRec 


Uncertainty 


SexRec(1) 


Causation 


Effectuation 


Constant 


,141 ,328 ,186 1 ,667 1,152 ,606 2,189


,090 ,121 ,557 1 ,455 1,094 ,864 1,386


-,779 ,367 4,513 1 ,034 ,459 ,224 ,941


,559 ,131 18,257 1 ,000 1,749 1,353 2,260


-,228 ,117 3,817 1 ,051 ,796 ,633 1,001


-1,255 ,963 1,697 1 ,193 ,285    


a. Variable(s) entered on step 1: Causation, Effectuation. The cut value is .50 


 


 


 


 


 


 


 







Table 7:  The reasons the entrepreneurs give for writing a business plan 


  1 2 3 4 5 6 


1. Effectuation 1  


2. Causation -.29**
 1  


3. Advice from councelors .05 -.04 1  


4. Common in our industry -.14 .20*
 .28**


 1  


5. Use it as a planning tool -.29**
 .16 .03 .17*


 1  


6. Requirement to get finance -.08 .02 .29**
 .12 .03 1 


b. N= 141 


Table 8: Linear regression with “Common in our industry” as dependent variable 


 
 
 
 


Model 


 
 


Unstandardized Coefficients


Standardized 


Coefficients


 
 
 
 


t 


 
 
 
 


Sig. B Std. Error Beta 


1 (Constant) 


Causation 


Effectuation 


2,163 1,030   2,100 ,038 


,315 ,159 ,175 1,985 ,049 


-,168 ,131 -,112 -1,277 ,204 


2 (Constant) 


Causation 


Effectuation 


Uncertainty 


2,000 1,060   1,886 ,062 


,314 ,159 ,174 1,973 ,051 


-,213 ,148 -,143 -1,441 ,152 


,102 ,151 ,065 ,673 ,502 


 


Table 9: Linear Regression with “Use it as a planning tool” as the dependent variable 
 
 
 
 


Model 


 
 


Unstandardized Coefficients


Standardized 


Coefficients


 
 
 
 


t 


 
 
 
 


Sig. B Std. Error Beta 


1 (Constant) 


Causation 


Effectuation 


6,193 ,785   7,889 ,000 


,114 ,121 ,080 ,945 ,346 


-,344 ,100 -,292 -3,438 ,001 


2 (Constant) 


Causation 


Effectuation 


Uncertainty 


6,371 ,807   7,895 ,000 


,115 ,121 ,081 ,952 ,343 


-,294 ,112 -,251 -2,622 ,010 


-,110 ,115 -,088 -,958 ,340 
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FINDING, ENACTING AND EXPLOITING SERENDIPITY  


ABSTRACT 


Serendipity is known to play a role in entrepreneurship and innovation where it 


appears to arise by both chance and active search for new markets and solutions to 


problems.  The majority of these studies have been conducted on born-global high 


technology or traditional manufacturing SMEs. This study utilises a deductive research 


methodology to propose a new conceptual cognitive pattern of serendipity in 


entrepreneurship. It contributes to the debate regarding the role of serendipity in the 


discovery of entrepreneurial opportunities, and how those opportunities are enacted and 


exploited. This proposed model should now be tested empirically to confirm its value.  


INTRODUCTION 


The elusive and unpredictable nature of serendipity has made it a professional 


challenge for both practitioners and researchers to discover and understand. Even when 


research projects are pre-planned to the most intricate detail, unsought factors such as 


chance, error and accident serendipitously appear to intervene to create important 


discoveries and radical innovations. Studies on serendipity are rare (Hohenthal et al, 2003) 


because of the difficulty in designing studies that will insure the development of 


serendipitous outcomes. Despite this, nearly one in ten of the most cited scientific papers 


reference serendipity as the most important contributor to the development of radical 


innovations (Campanario, 1996). In fact, the innovation and science literatures are filled 


with accounts telling us that not only does serendipity exist, but that its results can radically 


change the world in which we live.  


Management and entrepreneurship scholars, outside the fields of science and 


innovation have typically in the past, ignored serendipitous findings as anomalous or 


‘irrelevant’, although recently some have begun to investigate their value. As a result, 


unfortunately, we still do not know if serendipity is the result of luck or simply researcher 


ability or fallibility. Research has, illustrated that serendipity can, however, play an 


important role in both entrepreneurship (e.g. Dew, 2009; Martello, 1992) and in the 


discovery of international opportunities (e.g. Schweizer, 2012; Casulli, 2009; Spence et al, 


2008; Chetty & Agndal, 2007. In the majority of these studies, serendipity is portrayed as 


a chance occurrence that results in the creation of new opportunities, new ventures, and in 


the internationalisation of born-global high technology or traditional manufacturing-based 


small and medium enterprises (SMEs). Serendipity does not appear to be an event which 


can be either stimulated or planned for in advance, but what if that were possible?   


This paper deductively explores the literature and then develops a new cognitive pattern 


of the serendipitous discovery, enactment and exploitation of opportunities which draws 


on prior work from sociology, entrepreneurship, management and recent work in cognitive 


science to contribute to the debate.  







 


 


SERENDIPITY 


 Serendipity has been described in many different ways in the literature including 


as: “the pleasant surprise” (Tolson, 2004: 51); “good luck that comes by accident – a result, 


not an ability” (Martello, 1992: 80); “effort and luck combined and joined with alertness 


and flexibility” (Denrell et al, 2003: 978) or ‘the eureka of sudden insight’ as Archimedes 


suggested over two thousand years ago.  In each instance, serendipity is described as a 


single event, yet we know, that discoveries are often made simultaneously and that they 


often occur as multiple events where one discovery or innovation leads to another, to 


another. As a result, the occurrence of serendipity has been greatly under-estimated in the 


literature. 


Using over 1,000 actual cases of serendipity in science, Van Andel (1994) 


identified seventeen different forms in which serendipity could occur. Each of these events 


was shown to involve potentially unexpected results, changes in direction, be located in 


unexpected environments, appear from unexpected sources (McBirnie, 2008), or be either 


passive or active in nature (Van Andel, 1994). Each of these types of serendipity was found 


to fall into one of three distinct forms including: positive, negative (Barber & Fox, 1958) 


and pseudo-serendipity (Roberts, 1989). Positive serendipity was shown to arise from an 


accidental discovery and the use of sagacity (De Rond, 2005) i.e. profound knowledge and 


understanding coupled with foresight and good judgement. It is best exemplified by the 


discovery of Penicillin, where Fleming was investigating treatments for influenza and 


accidentally came across Penicillin during his search. Negative serendipity appears to 


occur where something surprising is identified but never followed through on by the 


discoverer (Barber & Fox, 1958) as was the case in Columbus’s discovery of America 


when he did nothing with the finding, although others who followed him later, did. The 


term negative, assumes that the outcome is just that, whereas a more correct description 


might be neutral serendipity because the outcome is not always undesirable, unconstructive 


or deleterious. Pseudo-serendipity involves inventing something that participants are 


searching for, but doing so, in a surprising manner (Roberts, 1989). The discovery of the 


double helix structure of Deoxyribose Nucleic Acid (DNA), the building block of every 


human cell, by Crick and Watson, is an example of pseudo-serendipity. Crick and Watson 


realised, after talking to researchers with different research backgrounds and in different 


fields of interest, that the structure they were looking for was not potentially a single strand 


of molecules but, rather two strands held together in a helical structure by chemical bonds 


(De Rond, 2005).  Pseudo serendipity therefore, has many similarities to directed problem 


solving.  


 


INDIVIDUAL COMPONENTS  


 In entrepreneurship, Fine & Deegan (1996) focused on the opportunities that 


chance provides in serendipity and the readiness of individuals to seize such events. They 


suggested that serendipity included three distinct components: “a temporal component a 


relational element, and an analytical component” (Ibid, 1996: 438). The temporal 


component assumes that if an observer is not in the right place at the right time, then they 


may not observe an opportunity; but given that there may be multiple places and times to 


observe events, an observer cannot, obviously, select in advance either to witness a specific 


event, especially one which might later prove to be extremely important, nor be able to 







 


determine where they might best position themselves to witness it. Why should the 


location, however, be so restrictive? Being in the wrong place or even a new place at the 


right time, might also provide an individual with an opportunity to see things they have 


never seen before and by using bisociation, they might also be able to connect those events 


to their prior knowledge and locate new opportunities or make new discoveries which 


others might have overlooked or failed to recognise. Chance, therefore, plays a role in not 


only whom we meet and know, but also in when and where we meet them.  


In a study of organisational serendipity and innovation, Mendonça et al (2008) 


indicated that the temporal component of serendipity appears to stress the importance of 


active learning, active searching for potential in conjecture, and a solution to an envisaged 


problem through the use of bisociation to provide an unsought solution to another problem.  


This also highlights the importance of physical proximity in the occurrence of serendipity 


whether that be cognitively, institutionally or organisationally albeit even temporarily as it 


allows two or more different frames of reference to be brought together.  This has been 


shown to occur in organisations such as Google, where work environments are purposely 


designed to encourage interaction and innovation. Organisations may also post of internal 


problems and invite employees outside the problem area to contribute solutions or in other 


cases, organisations may post problems externally, such as on the web, in an effort to 


encourage open innovation processes.  


These ideas build on Granovetter’s (1973) work on the strength of weak ties were 


the greater the number of weak ties in networks, the greater the number of opportunities 


which present themselves likely because weak ties bring together new frames of reference 


and in some instances, the pieces of missing puzzles. Since serendipity occurs at the level 


of the individual and not the firm these new contexts and backgrounds may also potentially 


allow multiple individuals to play intellectual ping pong, which may be particularly 


importance in the presence of slack resources, and therefore, lead to the generation of new 


and serendipitous discoveries which might otherwise not have occurred. 


 Burt (2004: 351 footnote 2) called serendipity the ability “to see bridges where 


others see holes.” While people must have the ability to see and make connections through 


serendipitous insights into knowledge, they still require infrastructures such as networks to 


help them see new opportunities and reap those benefits (André et al, 2009). Firms use 


their relational ties to link into knowledge and opportunities in networks with wider 


significance than their own immediate ties and needs (Johanson & Vahlne, 2006). Network 


relationships between firms and individuals have been shown to result from both: 


serendipitous events, or systematic searches, where successful first arms-length 


transactions may lead to new business opportunities between firms (Johanson & Vahlne, 


2006). These relationships are exchange events involving resources, services and 


information, where mutual commitment exists in interdependence, trust, and knowledge 


(e.g. needs, capabilities and routines), and where the relationship continues so long as both 


partners benefit. (Johanson & Vahlne, 2006). Meyer & Skak (2002), in a study of SMEs 


entering Eastern Europe found that networks offered managers’ unexpected opportunities 


in the forms of resources, knowledge and contacts that they might not, otherwise, have 


found.  In that instance, because the managers were open to the consideration of these 


opportunities, and motivated to take advantage of them, their firms were able to leverage 


those opportunities faster than their competitors.  







 


 Social capital refers to a firm’s relationships and the shared norms, values and 


understanding which help to facilitate co-operation in or amongst groups, and the resources 


which a firm acquires from those network relationships (Adler & Kwon, 2002).  Nahapiet 


& Goshal (1998: 258) noted that “meetings and social events provide unplanned and 


unstructured opportunities for the accidental coming together of ideas that may lead to the 


serendipitous development of new intellectual capital.”  Similar to Fine & Deegan’s (1996) 


findings that, serendipity can play a triggering role in social capital, Chetty & Agndal 


(2007) found that social capital can encourage cooperative behaviour i.e. the development 


of mutual trust and shared meanings, which helps to reduce uncertainty and increases the 


effectiveness of joint activities (Johanson & Vahlne, 2006) or it can help provide a safe 


environment where insecurities are neither exposed nor ridiculed (Edmondson, 1999).  


 Heterogeneity in networks has also been shown to lead to opportunity recognition 


(Hills et al, 1997), creation and exploitation (Timmons & Spinelli, 2004) because of greater 


variety in the information gathered (Burt, 1992). It can also increase the range of ways in 


which network partners relate to one another and influence how they become gradually 


more interdependent (Anderson et al, 1994).  Foster & Ford (2003), in a study of 


researchers in 100 university research departments, found that serendipity was most widely 


experienced by inter-disciplinary researchers and arose as a result of either the impact of 


the information received, or the actual chance of encountering information. Information 


acquisition may also be negatively affected by relationship quality (Yli-Renko et al, 2001) 


because the stronger the network ties available, the more internally focused the networks 


become, the less exposure they have to new external sources of information (Uzzi, 1997), 


and the fewer chances for bisociation or the creation of new opportunities. 


 Building on Fine & Deegan’s (1996) need for an analytical element in serendipity 


i.e. the ability to establish connections between actual data and ideas, recent work has 


shown that the richer the social capital firms have, the greater the development of 


knowledge and making of discoveries using bisociation processes (Cunha et al, 2010). In 


bisociation, entrepreneurs ‘connect the dots’ by recognizing and making sense of patterns 


using previously developed cognitive frameworks and matrices. These connections allow 


entrepreneurs to recognise and make sense of patterns and, hence, develop new knowledge 


and opportunities that arise as a consequence (Baron, 2006). Similar to Fine & Deegan 


(1996), Merton (1948; 1968) and Merton & Barber (2004) also suggested the need for an 


analytical element in serendipity. They suggested that in serendipity, the use of sagacity 


incorporates additional components such as profound knowledge and understanding, 


coupled with foresight and good judgement. Fine & Deegan’s work, however, (1996) 


neglected to discuss the need for an observation or recognition of a serendipitous event to 


occur in the process. Without recognition of an event, there would be no serendipity as the 


experience would be just another component in a chain of experiences which the individual 


failed to recognise the importance of for future opportunities or innovations. Merton & 


Barber (2004) suggested that theory had to arise in serendipity, but not everyone is an 


academic nor scientifically inclined, so the formation of theory does not need to be an 


essential feature of all serendipitous occurrences or opportunities.  


 


CHANCE AND THE PREPARED MIND  


 Much has been made of the role of chance in serendipity. In Weisenfeld’s (2009) 


model, she indicated that the role of chance in serendipity is two-fold, but this may actually 







 


greatly underestimate the potential role of chance in the process.  Weisenfeld indicated that 


chance played a role in whether or not an accident or clue actually occurred, and in whether 


or not an individual would make an observation to notice the accident, clue to the discovery 


or the opportunity. Chance can also affect whether or not the firm has the strategic intent, 


and both substantive (i.e. the ability to problem solve) and dynamic capabilities (i.e. the 


ability to change the way the firm solves problems) (Zahra et al, 2006), or access to the 


resources necessary to enact opportunities. Chance can also affect interactions between 


micro-environments such as SMEs and networks, or with macro-environments in the form 


of institutional policies, business practices, culture, and language (i.e. psychic distance). 


These affect the interactions of firms entering new international markets.  


In reflecting on the role of chance in serendipity, De Rond (2005) described chance 


as an event and serendipity as a strategic capability. Given that serendipity must, however, 


occur at the level of the individual and not the firm, serendipity describes the ‘eureka 


moment’ or sudden event or experience of realisation i.e. the comprehension of something 


that they did not previously understand, or the combining of familiar things into something 


entirely new or novel. It suggests a culmination event point of the process of bisocation 


and sagacity which occurs in an individual’s mind. This sudden insight is also often 


accompanied by joy or ecstasy and feelings of uncertainty until the idea is validated.  


Psychologists have also called this insight or a form of creativity. Kounios & Beeman 


(2015) suggest that ‘insights’ have two features. First, they suddenly pop into awareness 


because individuals cannot directly control them in the same way they do conscious 


thought (although they can be coaxed). Secondly they yield an entirely novel way of 


looking at things. This final solution may come after a short diversion, dramatically in an 


interruption of ongoing thought or sometimes when the solution suddenly presents itself 


unexpectedly as a result of what maybe a seemingly irrelevant stimulus (Kounios & 


Beeman, 2015). This sudden insight is also often accompanied by joy or ecstasy and 


feelings of uncertainty until the idea is validated.   


Louis Pasteur is famously credited with saying that ‘chance favours the prepared 


mind’, meaning that curiosity, open-mindedness, education, training, reading and 


experience may play a role in the generation of serendipity and insight, and, conversely, 


that an unprepared mind ignores anomalous discoveries and, therefore, loses any 


opportunities to leverage them. Given that an individual must, have a mind that is 


‘prepared’ with related prior knowledge in order to recognise the discovery and the 


motivation to enact the opportunity discovery, serendipity cannot, therefore, be entirely 


attributed to the role of chance (Weisenfeld, 2009; De Rond, 2005; Beveridge, 1980).   
 In international entrepreneurship, serendipity has been described as search leading 


to unintended discovery and serendipitous opportunity discovery positioned at the 


intersection of the three domains of: search, prior knowledge (i.e. an individual’s stock of 


knowledge gained through their personal experiences) and contingency (Dew, 2009).  
Experienced entrepreneurs, with more prior knowledge, may be better able to access and 


filter opportunities (Baron & Ensley, 2006), especially when they are related to the 


education or specialised knowledge that they possess (Shane, 2000). Prior knowledge may 


also be acquired through idiosyncratic experiences which others may or may not share and, 


as a result, some individuals will recognise opportunities, problems, market characteristics, 


or ways to create products which others do not (Roberts, 1991).  In opportunity discovery 


three dimensions of prior knowledge have been shown to be important: knowledge of 







 


markets, ways to serve markets and knowledge of customer problems (Ardichvili et al, 


2003).  


Serendipitists been described as having the traits of being “open-minded, 


perceptive, curious, intuitive, smart, flexible, artistic, humorous, and diligent” (Van Andel 


1994: 645) although none of these have ever been tested. Napier & Vuong (2013: 184) 


suggested that individuals require three types of skills to develop their ability to notice 


serendipity and to take advantage of these unplanned events including: 1) general 


characteristics [e.g. “motivations to work hard and perform well, ability to… (utilise strong 


and diverse) social networks effectively... (and encourage cross disciplinary interactions), 


willingness to take risks and a good grip on reality of what is and is not possible in the 


marketplace”]; 2) openness and curiosity; and 3) preparedness and alertness.  


Serendipity is also facilitated by a culture of action where people are driven through 


initiative and agency to try to understand and solve problems by both thinking and acting 


(Mendonça et al, 2008) similar to entrepreneurs who may have an openness to new things 


whether they be people, experiences, places; curiosity and alertness for entrepreneurial 


opportunities; the ability to take risks; and the sagacity for understanding what things are 


and are not opportunities. Miyazaki (1999), in his study of Japanese opto-electronics firms 


found that serendipity played a greater role at the beginning of exploratory efforts when 


alertness and mindfulness were higher.   


 


PATTERNS OF SERENDIPITY 


The historical origins of the actual word ‘serendipity’ lie with Horace Walpole, 


who, in 1754, in a letter written to his cousin, the British envoy in Florence, explained how 


he had created the word ‘serendipity’ based upon reading a fairy tale about the three princes 


of Serendip (the former name of Sri Lanka) (Merton & Barber, 2004).  In the tale, the 


princes noticed things as they walked along a road and then creatively recombined those 


facts or clues and applied ‘sagacity’ to select and link pairs of related and meaningful clues 


correctly. They used these clues to describe accurately a lame, one-eyed camel with a 


missing a tooth, that carried burdens of honey, butter, a pregnant, female rider, and had 


previously travelled along the same road as the princes, even though they never actually 


saw the camel (Merton & Barber, 2004). The serendipity pattern (Merton, 1948; 1968; 


Merton & Barbour, 2004) was, therefore, identified to consist of “observing an 


unanticipated, anomalous, and strategic datum which becomes the occasion for developing 


a new theory or extending an existing theory” (Merton & Barber, 2004: xxi).   


 In strategic management, Weisenfeld (2009:140) expanded Merton’s (1948; 1968) 


serendipity pattern to include five essential elements and elaborated them as: “an accident 


or clue (characteristic of the situation), an observation (seeing), sagacity (knowing), and 


motivation (bringing together), within the context of a micro-environment that is conducive 


to take up the discovery.”  She divided the sequence of elements into what occurred at the 


individual, the event and the micro-environmental levels. In doing so, she created a more 


comprehensive model of serendipity which incorporated the role of chance in the process. 


 Napier & Vuong (2013) illustrated that search for serendipitous discoveries may 


also occur after the necessary information appears because it allows a problem to be solved 


through bisociation after the information is presented, and not simply because it was being 


sought purposefully. They created a model of serendipity which illustrated the three types 


of skills which entrepreneurs require to notice and take advantage of serendipitous findings 







 


and events, including general characteristics, openness and curiosity, preparedness and 


alertness. Napier & Vuong (2013) divided their model into four stages, setting the stage, 


noticing, verifying and evaluating, and enacting. The model failed, however, to suggest 


how serendipitous opportunities are either enacted or exploited, nor did it elaborate upon 


the creative insight process itself. 


 


CULTIVATING CREATIVITY IN THE MIND 


Creativity and innovation are well-known stimulants to economic growth, so 


consequently, individuals with the best ideas and innovations, and the firms which make 


use of those ideas have the best chance of future success. Kim (2011) in his examination 


of Torrance Tests of Creativity Thinking (TTCT) discovered that despite their many 


technological advancements, Americans were actually becoming much less creative over 


time even though creativity is needed, perhaps more than ever before, to address problems 


and opportunities which arise. So how can we cultivate individual creativity and stimulate 


the production of serendipitous ideas or opportunities? Recent extensive advances in our 


understanding of how the brain works have begun to answer how the body generates these 


insights. These findings may lead us to finding new ways to leverage those processes so 


that we become more creative and produce more serendipitous insights in the future. 


 Our brains consist of over 86 billion neurons or nerve cells each of which can either 


excite or inhibit the activity of thousands of neurons through electrical activity which can 


be measured and studied. Those neurons are organised into specialised groups which allow 


us to see, hear, think, feel, remember, and to actually anticipate the unexpected. In 1980 


Kutas & Hillyard first identified a brain-wave in the cerebral cortex of the brain called the 


N-400. This wave describes the cortex’s response to a stimulus which does not fit its 


context. Since then, work by Holcomb & Kounios (1999), Federmeier (2007) and Ghajar 


& Ivry (2009) has illustrated that our brains not only build mental models of the world 


around us and how to solve particular problems in the world around us, but they also try to 


predict what will actually happen next. According to Chiarello et al (1990) the left 


hemisphere of the brain processes language and discriminates between closely related 


words and concepts, whereas the right side is much more inclusive and remotely associates 


words and concepts, comprehends and fills in gaps, and interprets words or concepts that 


might otherwise only be weakly connected. Neurons on the left side of the brain, therefore 


appear to be more selective about their connections to other neurons, while those on the 


right side of the brain appear to be more inclusive of a wide number and variety of other 


neurons.  


Kounios & Beeman (2015) expanded on this research using magnetic resonance 


imaging of the brain. They showed that the neurons on the right side of the brain may 


electrically fire at a lower level, but when stimuli individuals encounter create unexpected 


deviations from our unconscious expectations, an alarm of gamma waves is electrically 


generated half a second later in the anterior superior temporal gyrus section of the brain 


(just above the right ear). These gamma waves allow the brain to make almost 


instantaneous predictions and interpretations (i.e. the ‘eureka’ moment of insight) based 


upon existing experience and knowledge. Kuonios & Beeman (2015) found that these 


gamma waves were not present when the brain solved problems analytically rather than 


insightfully. The presence of competing ideas appears to be monitored in the anterior 


cingulate area at the top of the brain (Jung-Beeman et al, 2004).  When that area of the 







 


brain is active, individuals were more likely to solve problems with insight by detecting 


non-obvious weakly associated ideas, whereas when it is not, individuals were more likely 


to solve problems analytically (Jung-Beeman et al, 2004).   


The largest portion of the brain is responsible for visual cognition, and this area 


often dominates all other activity.  Walker (2009) found that intense concentration fatigues 


the brain, so simply closing your eyes, resting, day dreaming, or taking a break from the 


problem, is more restful and allows neurons to fire at a lower level. This level is similar to 


what happens just prior to insight, when the anterior cingulate allows more subtle thoughts 


to come to the forefront of an individual’s unconscious and conscious thoughts (Jung-


Beeman et al, 2004). Sleep has also been shown to help highlight remote associations 


buried in memory (Walker, 2009) and may also contribute to the insight process.  


Individuals appear to solve problems either insightfully or analytically with the 


latter occurring more frequently when deadlines are involved, and not when creativity and 


insightfulness are required. Many firms believe that by creating environments which 


encourage employee contentment and play that they can foster innovation and innovative 


thinking whereas others use pressure-cooker environments to foster innovation. 


Psychological research indicates that people are actually better able to solve insight 


problems when they are both calm and happy. In a large study with more than eleven 


thousand diaries and questionnaires, Ambile et al (2005) found that positive mood and 


increased happiness at work, led to significant breakthroughs in the following day or two 


at work. Enhanced creativity can also occur both before and shortly after a period of 


positive mood (Isen, 1999). Kuonois & Beeman (2015 suggest that this may happen 


because happy people broaden their attention and think using more distant and inclusive 


associations and categories, which allow them to be better able to find more remote 


connections and commonalities. They found the reverse also true, i.e. that remote 


associative (creative) thinking can enhance positive moods which they suggest may be why 


art, music and writing have a therapeutic effect.  Mendonça et al, (2008: 13) also pointed 


to the need for organisations to allow staff adequate time and space for creativity, and to 


develop a propensity to explore the periphery through the use of “inductive approaches that 


involve trial and error, informal contacts and noticing, experiments and heuristics whereas 


those (that) tend to rely on deductive approaches, formal reports, intelligence documents 


and other means… discourage serendipitous findings.”  Flexibility around organisational 


structure that shows deference to expertise rather than structure and hierarchy has been 


thought to assist firms to be more open to serendipity (Denrell et al, 2003) and insights.  


Serendipitous value ‘windfalls’ have also been shown to arise during acquisitions and 


include such things as: new ideas, improved product development techniques and useful 


technologies (Graebner, 2004) or from organisational and marketing strategies and other 


unplanned phenomena in organisations that occur as a result of internal organisational 


changes such as restructurings (Weisenfeld, 2009).   


 


 


PROPOSED NEW PATTERN OF SERENDIPITY 


Freeman & Cavusgil (2007) suggested that since serendipity is part of the 


contingency view of the firm, it is important that we develop a better understanding of the 


opportunistic behaviour of entrepreneurs, which might assist in the development of 


strategies to which would improve the decision making of SMEs. To that end, the authors 







 


have created a new proposed pattern of serendipity (Figure 1) which builds on prior work 


by Merton (1948, 1968), Merton & Barber (2004), Weisenfeld (2009) and Napier and 


Vuong (2013) and deductively reflects the literature discussed in this paper.  


 


Figure 1: Proposed Pattern of the Discovery, Enactment and Exploitation of 


Serendipitous Entrepreneurial Opportunities 
 


 
 


Source: Authors 
 


Lumpkin et al (2004) noted that it is possible for both the opportunity development 


process and the instant crystallisation of opportunity ideas to co-exist in a multi-stage 


process of opportunity creation, as did Merton & Barber (2004). This model confirms this 


and illustrates that individuals with prior knowledge and individual traits, who are impacted 


positively by external and internal conditions may use bisociative processes to consider the 


information and ‘connect-the dots’ to existing knowledge and experience as noted 


previously by Baron (2006). Depending on the individual’s mood (happy or sad) and state 


of mind (e.g. restful or visually distracted) they may, then make almost instantaneous 


predictions and interpretations.  This flash of insight is followed by an almost instantaneous 


preliminary evaluation of whether the solution to a problem has been found or a new 


opportunity identified and whether it is of value. The individual or entrepreneur must then 


conduct a systematic evaluation of the idea’s value to confirm their insight. If it is seen to 


have value, the individual or entrepreneur next has to decide if they wish to act on the idea 


now, incubate it for action later or drop the idea at least temporarily if not permanently. If 







 


the idea is pursued, this may involve the individual establishing a new venture or enacting 


it in an existing business.  


If the individual is employed by a firm, as an intrapreneur, then the firm must also 


then evaluate the idea and decide whether to proceed in its enactment or not, based on its 


own available resources and capabilities. If the firm does not proceed, then the individual 


(if not already an entrepreneur) may decide to enact it themselves in the creation of a new 


venture. Firms must also exhibit both substantive capabilities (i.e. the ability to problem 


solve) and dynamic capabilities (i.e. the ability to change the way the firm solves problems) 


(Zahra et al, 2006), and have access to the resources necessary to enact whatever 


organisational changes are needed to enact opportunities.  Learning created throughout this 


process makes the entrepreneur, feel more positive, and in combination with the firm, more 


open to innovation, creativity and serendipity in the future.   
 
 


CONCLUSIONS AND FUTURE RESEARCH 
  In response to the rarity of research on serendipitous opportunities (Hohenthal et 


al, 2003) this study adds, challenges and extends serendipity-related literature. It also 


makes a number of unique contributions.  First, the study proposes, based on existing 


theories and literature, a new cognitive pattern of serendipity in the discovery, enactment 


and exploitation of entrepreneurial opportunities. Secondly, in accordance with Freeman 


& Cavusgil’s (2007) suggestion, it helps to develop a better understanding of the role of 


serendipity and creative insight in the opportunistic behaviour of entrepreneurs. This may, 


in future assist them in their development of strategies to enhance their production of 


serendipity. This pattern should now be further studied and tested empirically to verify its 


validity in different circumstances. 
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Social enterprise: Exploring accountability in hybrid organisations 


Abstract 
Social enterprises as hybrid organisations, play an important role in the third sector, balancing 
money and mission.  However, accountability for the dual objectives of these organisations is 
often implied, rather than made explicit. Accordingly, this paper draws upon accountability 
and legitimacy theories to examine communication of accountability by social enterprises. 
Involving an exploratory analysis of social enterprises in pursuing their dual objectives, this 
study used a multiple case study methodology, comprising interviews with managers of four 
employment-related social enterprises, and publicly available reports. Findings reveal that 
social enterprises’ social reporting was limited, and focused on activities, outputs and 
outcomes, rather than impact. Accountability for financial performance this was limited to 
internal communication within the organisation. A temporal dimension of accountability also 
emerged as social enterprises acknowledged their dual accountability, but prioritised financial 
over social performance in the early stages of the organisations’ life cycle. Implications 
suggest social enterprises may need to consider communicating accountability for both social 
and financial performance to a wider range of stakeholders, to enhance legitimacy and 
support, given the importance of their hybrid nature. 


Introduction 
Social enterprises have the potential to provide significant benefits to society due to their dual 
social and financial objectives. These organisations have a social mission, with their activities 
funded through the use of market mechanisms (Ebrahim, Battilana, & Mair, 2014). Social 
enterprises therefore combine aspects of both charity and commercial business organisations 
(Battilana & Lee, 2014; Ebrahim et al., 2014), and their main objective is to create social 
value rather than increasing shareholder wealth (Austin, Stevenson, & Wei-Skillern, 2006). 
As organisations that create social and financial value, social enterprises are considered to 
generate multiple benefits. There are many examples of how social enterprises may create 
benefits for society, depending on the target market of the organisation. Microfinance 
organisations have the ability to reduce poverty, as they increase access to financial services 
(Battilana & Lee, 2014); sports clubs provide social inclusion and improve health (Lyon & 
Sepulveda, 2009); while some organisations provide job opportunities for disadvantaged 
people who may otherwise be unemployed or socially disengaged. These potential benefits 
are the reason social enterprises have received increased attention, as they aim to address 
social needs through a financially sustainable business model.  


Given the hybrid nature of social enterprises, this paper aims to examine how social 
enterprises communicate accountability for social and financial performance in an Australian 
context. Social reporting practices have previously been explored in the United Kingdom 
(Nicholls, 2009), where social enterprises have specific legal forms designed for organisations 
addressing dual social and financial objectives, and specific reporting requirements for those 
organisations exist (e.g. annual financial accounts to regulator, that are then made public). In 
contrast, Australia does not have specific legal forms for social enterprises and their reporting 
requirements afford considerable flexibility. Absence of mandatory reporting requirements 
may impact social enterprises’ legitimacy; communication of performance being an important 
way to establish legitimacy (Bovens, 2010; Connolly & Kelly, 2011).  


Accountability is important for organisations in the public, private and third sectors and there 
is a distinct body of literature that focuses on exploring accountability in each of these 
contexts. For organisations with a social mission, most of this literature is found in the context 
of non-profit organisations (Christensen & Ebrahim, 2006), including NGOs (Ebrahim, 2003; 
Gray, Bebbington, & Collison, 2006; Unerman & O'Dwyer, 2006) and charities (Dhanani & 







 


Connolly, 2012); with little found on social enterprises. Specifically, as there is “a need for a 
greater understanding of how [social enterprises] account for both social and financial value” 
(Doherty, Haugh, & Lyon, 2014, p. 14) this research aims to address this gap by examining 
the over-arching research question: How are social enterprises accountable for their social 
and financial performance?, focusing specifically on communication of performance by 
social enterprises in Australia. Exploring social enterprises in the context of Australia is 
important for several reasons. Social enterprises have an important economic impact on the 
Australian economy, constituting approximately 2-3% of Australia’s GDP (Barraket, Collyer, 
O’Connor, & Anderson, 2010). In addition, they create diverse and valuable social benefits 
for society (Barraket et al., 2010). In the five years leading up to 2010, the number of social 
enterprises grew by 37% and there were approximately 20,000 social enterprises in Australia 
by 2010, operating in local and international markets (Barraket et al., 2010). Hence, social 
enterprises in Australia are a large and growing component of the third sector.  


As social enterprises are a nascent area of research, and limited literature exists on social 
enterprise accountability specifically, this study draws on non-profit accountability literature 
and frameworks. Given social enterprises are in a pre-paradigmatic stage (Nicholls, 2010), 
much work needs to be done in the area of developing and building theory. When a field such 
as social enterprise is pre-paradigmatic, it is important to understand the context of the 
phenomena (Weick, 1995). In developing theory, there are a number of important 
intermediate steps (theorising) as part of the process towards a fully developed theory 
(Bacharach, 1989). In the context of social enterprises, Dacin, Dacin, and Matear (2010) 
contend that there is no need for a new theory. Rather, more can be gained by exploring the 
applicability of existing theories and frameworks (Zahra, 2007) in a social enterprise context. 
By doing so, this study may help towards theorising in the context of social enterprises by 
challenging and extending existing accountability knowledge (Corley & Gioia, 2011). 
Accordingly, this research uses accountability theory from non-profit literature, as this 
context encompasses similar social and (in part) financial challenges that social enterprises 
may face (Ebrahim, 2010). 


Social enterprises as hybrid organisations 
There is no widely agreed definition of social enterprise in the literature (Cornforth, 2014), as 
different legal, economic and social norms in different locations impact on the definition and 
understanding of social enterprise. However, despite variations, the concepts of a social 
mission and commercial business operations remain central to the notion of social enterprise. 
These dual social and financial aspects reflect social enterprises’ hybridity; combining 
features of private and public sector organisations as a new form of organisation (Bannister, 
2014; Battilana & Lee, 2014; Doherty et al., 2014; Pache & Santos, 2012). Therefore, social 
enterprises not only face the challenges of for-profit enterprises such as finances, customers, 
suppliers and entry barriers, but they also face the challenges associated with achieving their 
social mission (Austin et al., 2006). This hybrid structure, involving both social and financial 
goals is fundamental to social enterprises’ identity, and therefore results in dual objectives and 
challenges associated with both non-profit and for-profit accountabilities. 


Accountability of social enterprises 
The concept of accountability has been defined in various ways in the literature (Bovens, 
2010) resulting in different understandings. As a general statement, the concept of 
accountability implies that actors have obligations to act in ways consistent with accepted 
standards of behaviour (Grant & Keohane, 2005). Messner (2009, p. 920) defines 
accountability as “to provide reasons for one’s behaviour, to explain and justify what one did 
or did not do”. This account helps to prevent conflicts arising from the difference between 
expectations and actions (Messner, 2009). Being accountable implies some responsibility to 







 


disclose actions and behaviours. To have that responsibility, there must be an actor who has a 
particular interest in those disclosures. 


A challenge that occurs when defining the term accountability is that its meaning and use can 
change depending on the context. Bovens (2010) observes that in the United States literature, 
accountability is a normative concept evaluating the performance or behaviour of actors. 
Bovens (2010) also notes that in Canada, Europe, Australia and the United Kingdom, 
accountability is often used in a descriptive sense, as a mechanism by which a person or 
organisation can be held accountable by others. The European Commission also uses this 
concept as a synonym for different words such as responsibility, transparency and clarity 
(Bovens, 2007). Sinclair (1995) emphasises that accountability is not independent from its 
context. Thus, defining this term is complex and must be understood within a specific context.  


Despite variations, there are some general concepts regarding accountability in third sector 
organisations such as non-profit organisations that help inform the understanding of this term. 
In a non-profit context, accountability is distinguished as “accountability for what?” (Bovens, 
2007; Ebrahim, 2010; Stone & Ostrower, 2007), and “accountability how?” (Bovens, 2007; 
Ebrahim, 2010). Social enterprises are broadly accountable for social and financial 
performance, and these two objectives involve specific aspects which are explored below in 
more detail. Given the importance of these two questions (for what and how) as a foundation 
for understanding accountability in a particular sector or context, this study explores the 
accountability of social enterprises regarding for what social enterprises are accountable, and 
how they communicate this accountability for dual objectives. 


Accountability for dual objectives 
As noted above, the two objectives that social enterprises pursue are social (mission) and 
financial (money), generating a blend of social and economic value (Nicholls, 2009). These 
dual objectives typically require a surplus obtained from social enterprises’ commercial 
activities and the reinvestment of that surplus in their social mission in order to create value 
for society (Austin et al., 2006). This often means social impact is linked to how successful 
social enterprises are in revenue and profit generation (Doherty et al., 2014). However, in 
practice this is not always the case, as some of a social enterprise’s funding may be from non-
commercial sources (e.g. donations and government support). Dimensions of financial 
performance relevant to social enterprises range from financial sustainability to financial 
independence. Luke, Barraket, and Eversole (2013, p. 4) mention that the “underpinning 
objective of social enterprises is to be financially viable such that they can continue operating 
to serve their social mission”. Thus, financial sustainability is necessary for social enterprises 
to continue their operations in the long-term (Thompson & Doherty, 2006). However, 
financial independence is social enterprises’ ultimate objective (Luke et al., 2013); being 
commercially successful and independent from grants in their operations.  


Accountability is also important for a social enterprise’s legitimacy; essential for their 
survival. Suchman (1995, p. 574) defines legitimacy broadly as “a generalised perception or 
assumption that the actions of an entity are desirable, proper, or appropriate within some 
socially constructed system of norms, values, beliefs, and definitions”. This desirable 
characteristic is based on the idea that organisations do not have an automatic right to access 
resources or to exist, and society is the entity that gives organisations legitimacy status 
(Deegan, 2002; O’Donovan, 2002). With this, organisations have an implied “social 
contract”, that if breached, threatens the organisation’s survival (Deegan, 2002). Battilana and 
Lee (2014) suggest that social enterprises face legitimacy challenges, as they are hybrid 
organisations that do not fit within current institutional forms or associated norms. Therefore, 







 


as hybrid organisations they face an inherit legitimacy challenge – demonstrating and 
communicating accountability for both social and financial performance. 


Social enterprises are considered (often implicitly) to show a clear sense of accountability to 
the communities that they serve and for the social outcomes that they pursue (Dees, 1998). As 
organisations with a social purpose, social enterprises may have a taken-for-granted level of 
trust affording them moral and cognitive legitimacy (Nicholls, 2009). This can lead to 
reduced expectations of public accountability, and as a consequence sub-performance where 
performance information is not available to internal and external stakeholders to make 
strategic decisions (Jacobs, 2006; Nicholls, 2009). However, how social enterprises 
communicate accountability to establish legitimacy is currently largely unexplored.  


Accountability how?  
Various accountability mechanisms that non-profit organisations use are identified in the 
literature and relate to different dimensions from which accountability can be examined. 
Christensen and Ebrahim (2006, p. 196) define accountability mechanisms as “distinct 
activities or processes designed to ensure particular kinds of results”. Mechanisms change 
depending on the type of accountability, which can vary from formal to informal (Christensen 
& Ebrahim, 2006). The five broad mechanisms discussed by Ebrahim (2010) in the context of 
non-profit organisations are disclosures, performance assessment, participation, self-
regulation and adaptive learning. These mechanisms help to demonstrate accountability, with 
disclosure statements being the most widely used tools of accountability.  This form of 
accountability is particularly important, as in many countries it is required of non-profit 
organisations by law (Ebrahim, 2010).  However, it also holds particular importance in terms 
of communicating accountability to a broad range of stakeholders, promoting transparency, 
and supporting organisational legitimacy.  


Disclosure statements and reports such as financial reports (e.g. statement of financial 
position, income statement, cash flow statement and statement of changes in equity) are 
particularly relevant to financial accountability (Ebrahim, 2010). Tools such as Social Return 
on Investment, balanced scorecard, and performance dashboards have been promoted to 
communicate social accountability (Luke et al., 2013; Nicholls, 2009).  However given the 
limited research on this topic in the context of social enterprises, it is unknown what 
mechanisms are used in practice to communicate accountability.  Challenges regarding social 
enterprise reporting for both social and financial performance have been noted due to lack of 
comparability in performance measures (Battilana & Lee, 2014), and managerial confusion 
regarding appropriate accountability mechanisms available (O'Dwyer & Unerman, 2007). In 
terms of financial performance, as commercial organisations, tools such as financial 
statements (typically used by for-profit organisations) might be expected from social 
enterprises. However, in practice, social enterprises do not necessarily report using financial 
statements, unless mandated. As a relatively new type of organisation (Bissola & Imperatori, 
2012) accountability of dual objectives is important to explore. This duality represents the 
reason for social enterprises’ existence, and if it is not justified, may jeopardise their 
legitimacy (Cornforth, 2014). Accordingly, it is necessary to explore how social enterprises 
communicate accountability for their core social and financial objectives. 


Methodology 
In order to explore how social enterprises demonstrate social and financial accountability in 
practice four case studies were examined in Queensland, Australia. All four social enterprises 
had the same legal form, being registered as charities. In addition, they each had an 
employment model, focusing on employment for disadvantaged people, people with 
disabilities (physical or intellectual), minority groups (e.g. Indigenous Australians, non-







 


Australians, non-English speaking) and the elderly. In social enterprises with an employment 
business model, beneficiaries are typically provided with employment and training as part of 
the organisations’ commercial operations (Alter, 2006). An in-depth interview with one 
manager from each of the four social enterprises was conducted in 2014. Secondary data 
reviewed on each social enterprise included internal reports made available to the researcher, 
publicly available external reports and websites. 


Interviews were recorded (with permission) and transcribed, and both primary and secondary 
data were subject to thematic analysis, given patterns of cultural meaning were important to 
describe and understand and describe the phenomena of social enterprise accountability 
(Fereday & Muir-Cochrane, 2008; Lapadat, 2010). A process of iterative analysis involved 
searching for relationships, patterns, theoretical constructs and explanatory principles. A 
coding strategy based on the research questions was used to analyse the text and identify both 
inductive and deductive themes (Lapadat, 2010). Thus, thematic analysis provided both 
structure and flexibility (Braun & Clarke, 2006). 


Case studies 
Social Enterprise A Located in Queensland, Australia, Social Enterprise A had over 50 
employees and operated in the service industry. Accountability for social performance 
focused on the development and progression of employees/beneficiaries, and was assessed on 
an individual case basis. 


We see the difference, the general population don’t, I suppose, but because it is on such a wide 
scale and it’s just the little things... So in regards to social impact, it’s very much an individual 
case by case situation (Manager Social Enterprise A, 2014) (Manager Social Enterprise A, 2014). 


Regarding accountability for social performance, information was communicated through 
newsletters to selected stakeholders and various interviews with media, which were publicly 
promoted on Social Enterprise A’s website. 


We have been interviewed by a couple of local papers in [Queensland], The Courier Mail here in 
[Queensland], ABC Radio and also our reporting to [investor]… (Manager Social Enterprise A, 
2014). 


In contrast, accountability for financial performance was communicated internally, rather than 
to a wider range of stakeholders.  


An annual general meeting where we finalise the year’s proceedings and that’s when I share that 
information with the board and anyone else who is involved in the company, but as a general rule 
it’s not something we sort of bandy around (Manager Social Enterprise A, 2014). 


In terms of accountability priorities, accountability for financial performance was considered 
slightly more important than accountability for social performance. This pragmatic approach 
reflected an acknowledgement of the need for financial sustainability to pursue social 
objectives. 


I think it’s really 50/50 [financial/social accountability], however in saying that I do tend to lean a 
little bit more towards the financial side of it purely because - let’s say 51/49. Only because 
without that financial sustainability we can’t do what we want to do. So at the end of the day if 
we’re not sustainable that means I’ve got 50 people who are then going to be looking for a job… 
So it does sort of weigh up but yeah, it’s always something that I take very seriously, that we 
need to show that we do have that money to move forward (Manager Social Enterprise A, 2014). 


While Social Enterprise A’s commercial contract with the government represented an 
important revenue source, the manager emphasised a preference for commercial contracts 
rather than government grants. 


We don’t want government [grant] money we just want [commercial] contracts (Manager Social 
Enterprise A, 2014). 







 


Monthly newsletters were distributed to selected stakeholders and used as a tool to 
communicate accountability for social performance. The most recent newsletter at the time of 
data collection (October 2014) was reviewed and contained information and updates on 
achievements in terms of social mission (e.g. detailing the story of an employee/beneficiary 
within the organisation, how employment at Social Enterprise A impacted their life, and how 
much the employee was valued by Social Enterprise A). Regarding publicly available data, 
the website of Social Enterprise A detailed the mission statement of the social enterprise, but 
there was no information available regarding the social enterprise’s achievements or targets in 
terms of its overall social performance. Photos of beneficiaries employed by the organisation 
were shown, together with limited information regarding the social enterprise’s contract with 
their main customer (government). Hence, while accountability for social performance was 
communicated directly to select groups (newsletters), and indirectly through publicly 
available information (interviews with media), accountability for financial performance was 
communicated largely to selected internal stakeholders rather than made publicly available. 


Social Enterprise B Social Enterprise B had over 5 employees and less than 30 years 
operating in Queensland, Australia in the service industry. With respect to social 
performance, the organisation was conscious of the importance of social metrics as well as 
their potential limitations in reflecting performance and success. Accountability for social 
mission was referred to by the manager of Social Enterprise B as a “numbers game”, noting 
that the social enterprise needed to make sure that beneficiaries were achieving new skills. 
However, the social enterprise manager noted that the organisation did not measure these 
numbers.  


We have to make sure that people are achieving…new skills…It actually turns into a numbers 
game. So it’s like over this period of years I would like to be able to say we had 10 people get 
into open employment, we were able to give 15 people apprenticeships… So I think it 
unfortunately turns into a numbers game in terms of accountability… At the moment we don’t 
have numbers (Manager Social Enterprise B, 2014). 


In terms of accountability for financial performance, this information was shared internally, 
although it was only available to select groups (e.g. board)  and was not widely available 
within the organisation. Further, there was an uncertainty regarding how this accountability 
could be demonstrated.  


[Financial information] is available to the board. I even have difficulty getting hold of them…I 
don’t think we can [demonstrate accountability for financial performance]. I really don’t think we 
can. I think to the board of [Parent organisation] there’s - I guess it’s just looking at the profit and 
losses…. Yeah, profit and loss statement. That will probably be the best answer. I’m not quite 
sure (Manager, Social Enterprise B, 2014). 


Regarding the balance between social and financial accountability, the interrelated nature of 
these two types of accountability was noted. Again, a pragmatic approach to business was 
reinforced, noting the importance of funding to support social objectives. 


It’s a bit part and parcel. I think the first thing that needs to happen is financially sustainable 
[operations] and then the second thing that needs to happen is then we need to focus on the goals 
of how we’re going to do it. You can’t really do anything without money… I guess it’s just 
setting up those constructs in the beginning and saying that when we do make a profit this is what 
the money goes back into (Manager Social Enterprise B, 2014). 


Further, concerns regarding funding from government were noted, in terms of taking the 
focus away from the organisations’ commercial and social operations. 


My own opinion with funding bodies is that they move your focus away from the product itself, 
and perhaps as a viable business you’re now focused on the money that’s coming from the 
government, and then you’re constantly just doing the things the government wants you to do 
where you forget about the customer…sometimes I think we put too much focus on the 







 


government funding and we don’t put enough on the customer and the product (Manager Social 
Enterprise B, 2014). 


No internal or external reports were made publicly available by Social Enterprise B, however 
they were available to the board of directors. Social Enterprise B’s website had information 
detailing the social mission of the organisation, but did not provide information regarding 
social achievements. The website of Social Enterprise B focused on promotion of its services, 
offering information on the products and services it sold, and online purchases. Examination 
of secondary data revealed that no financial performance information was made publicly 
available. Hence, communication regarding accountability was extremely limited, focusing on 
selected internal stakeholders with respect to financial performance, and promoting activities 
rather than achievements regarding social performance. 


Social Enterprise C  Social Enterprise C had less than 10 employees and had operated in 
Queensland, Australia for less than 3 years in the manufacturing industry. Accountability for 
social performance was communicated by reporting on metrics such as the amount of hours of 
paid and volunteer employment, as well as the number of individuals contracted by the social 
enterprise. Regarding accountability for financial performance, a range of financial reports 
were produced for internal use. 


Monthly reports. I’ve got to do a monthly report and that monthly report is financial reports, 
social outcome reports and my personal data - what I’ve done for the week (Manager of Social 
Enterprise C, 2014). 


In relation to the organisation’s dual accountability, the importance of financial stability 
before focusing on social performance was emphasised, in order to create social value.  


Definitely financial because… unless the social enterprise has a strong financially stable business 
plan it cannot deliver any social outcomes because it’s going to go broke. So first and foremost it 
needs to be a strong business. Secondly it needs to develop social outcomes or produce social 
outcomes… (Manager Social Enterprise C, 2014). 


Monthly reports detailed challenges and successes, staff overview, manager observations and 
recommendations, and social performance data charts. The most recent report (October 2014) 
was examined and contained information regarding the number of employees and what they 
had been learning, together with employment hours for beneficiaries with comparative data 
from previous months. Regarding external reporting, Social Enterprise C distributed 
marketing material to the general public containing information on both social and financial 
performance. However, information regarding financial performance was limited, mentioning 
only a grant that the social enterprise had received. Regarding online presence, Social 
Enterprise C’s website provided information about its social mission, but did not include 
information on its achievements in terms of the social mission. Links to different articles and 
two media interviews with the manager were shown, promoting the social mission and 
business model of the social enterprise, as well as a link to the parent organisation’s website 
and contact details. Reports regarding accountability for social performance were only in the 
form of marketing material (based on what the organisation offered, and the number of hours 
of paid employment) with very limited information content. Accountability for financial 
performance was distributed internally within the organisation, but not through external or 
online reports. Therefore, communication regarding accountability for social and financial 
performance was very limited. 


Social Enterprise D Social Enterprise D had over 25 employees and less than 3 years 
operating in Queensland, Australia in the manufacturing industry. In terms of accountability 
for social performance, Social Enterprise D reported on the number of employees from 
Indigenous communities, as well as certifications achieved by the employees/beneficiaries.  







 


I report… on how many people I’ve employed that are Indigenous, how many people have done a 
[Certificate] - things like that (Manager Social Enterprise D, 2014). 


In terms of financial performance, information was distributed to selected stakeholders of the 
social enterprise; however, this information was not made publicly available. 


We set a budget every year and each month I have to report on that budget. The budget is not 
unreasonable. Most months we meet budget. It fluctuates sometimes. The [government1] get a 
copy of the annual report every year so they can see how the business is going (Manager Social 
Enterprise D, 2014). 


Financial sustainability was emphasised as an important part of accountability, intrinsically 
linked to the organisations’ social mission due to its employment business model. Being 
financially sustainable meant the organisation was able to continue paying the 
employees/beneficiaries.  


Accountability means that we continue to be financially sustainable… every month I can check to 
see how we are doing, because we don’t want to be six months down the track and have not met 
budget… we’re employing people with disabilities that would find it very difficult to find a job 
anywhere else. So we need to be on top of our budget… and the staff accountability in supporting 
individuals with disabilities... The big one for me would be financially accountable, because - it’s 
peoples’ lives we’re playing with, and I need to pay wages every month, every fortnight 
(Manager, Social Enterprise D, 2014). 


In terms of internal and external reports, there were no reports made available to the 
researcher by Social Enterprise D. Social Enterprise D’s website detailed the organisation’s 
social mission statement, which focused on employment related issues; however, there was no 
information expressly on social performance. Photos and narratives of the social enterprise’s 
employees/beneficiaries in their job roles were included, together with opportunities for 
viewers to make donations online and volunteer or sponsor the social enterprise. Other details 
included general information (e.g. products available, contact details and store locations). 
Therefore, although information regarding social and financial performance was available 
within the organisation, Social Enterprise D did not distribute this information publicly, with 
limited communication on accountability for social and financial performance available. 
Table 1 summarises information regarding social performance, financial performance, internal 
and external reports, and websites for the four social enterprises. 


Table 1: Summary of social performance, financial performance, internal reports, external reports and websites 


 Social Enterprise A Social Enterprise B Social Enterprise C Social Enterprise D
Social 
performance 


Individual case basis Individual case basis Individual case basis Individual case basis 


Financial 
performance 


Communicated 
internally 


Communicated 
internally 


Communicated 
internally 


Communicated 
internally 


Internal reports   October 2014 report: 
Challenges and 
successes, staff 
overview, observations, 
recommendations, and 
social performance data 


 


External reports Newsletters and 
interviews: Social 
mission achievements 


 
 


Marketing material: 
information about 
social mission  


 


Websites Social mission 
statement 
Photos/stories of 
individual beneficiaries 


Social mission 
statement 


Social mission 
statement 


Social mission 
statement 
Photos/stories of 
individual beneficiaries


 


                                                            
1 In its capacity as a funding source. 







 


Discussion  
Findings revealed that information for both social and financial performance amongst the four 
social enterprises was very limited. However, a comparison of the range of information 
reveals that social enterprises communicated accountability for social performance more 
commonly to the wider community (although with only limited detail), while communication 
on accountability for financial performance was not accessible to the wider community, but 
rather internally within the social enterprises. 


Accountability for social performance 
Communication of social performance by most of the social enterprises in this study involved 
reporting on the number of people that had been employed by the enterprises as beneficiaries. 
The managers of all four social enterprises expressed that being accountable for social 
mission was assessed on an individual case basis, reinforced through the employment 
business model that the social enterprises adopted. Two different types of social 
accountability were found in the social enterprises of this study: qualitative relating to photos 
and stories of the employees/beneficiaries, and quantitative related to the number of 
employees supported and hours of employment. Although tools such as Social Return on 
Investment and balanced scorecard have been used by social enterprises (Luke et al., 2013; 
Nicholls, 2009), none of the participating organisations used these to report on accountability 
for social performance. Of note was that the Manager of Social Enterprise B expressed that 
accountability for social mission is a “numbers game”, however, this organisation did not 
measure these numbers.  


In terms of information made publicly available on websites, all four social enterprises stated 
their social mission. However, none of the organisations expressly provided comprehensive 
information regarding achievements in terms of the social mission. Social Enterprises A and 
D both provided photos and stories of individual beneficiaries, providing some detail 
regarding accountability for social performance, possibly driven by the relatively large 
number of beneficiaries in both social enterprises. Table 2 summarises how accountability for 
social mission was communicated by the participating social enterprises of this study.  
 
Table 2: Summary of how accountability for social mission was communicated 


Social Enterprise A Social Enterprise B Social Enterprise C Social Enterprise D 


 Communication via 
local papers, radio, and 
other media 


 Photos and stories of 
individual employees/ 
beneficiaries 


 


 KPIs to government -
number of certifications 
achieved by the 
employees/ 
beneficiaries 


 Monthly reports with 
social outcomes and 
performance data 
provided to parent 
organisation 


 Marketing material 
with information about 
number of hours of 
paid employment 


 Reports to parent 
organisation on social 
performance (e.g. 
Indigenous employees, 
number of certifications 
achieved) 


 Photos and stories of 
individual employees/ 
beneficiaries 


 
Ebrahim and Rangan’s (2010) framework to assess social performance in non-profit 
organisations provides a useful foundation for examining social enterprises’ performance. 
Key dimensions of the framework include inputs, activities, outputs, outcomes and impacts. A 
similar framework is also adopted by the Australian Government in the Productivity 
Commission Research Report (2010) in the context of non-profit organisations. This report 
differentiates the levels of contribution to social mission in five different categories: inputs 
(the resources used by the organisation (e.g. money and facilities)); activities (what is 
undertaken by the organisation for the advancement of the mission (e.g. community events, 
counselling)); outputs (the product of the activities (e.g. number of beneficiaries, number of 
classes, number of counselling hours)), outcomes (the benefits achieved for the participants at 







 


a micro level (e.g. new skills, new behaviour)) and impacts (the macro level benefits achieved 
for the community (e.g. stronger community)) (The Productivity Commission, 2010). Based 
on this framework, all four social enterprises reported on their social activities; that is 
providing employment for their beneficiaries. Social enterprises most commonly 
communicated the activities and outcomes, but none of the four social enterprises reported on 
the impact of the organisation. Table 3 shows the inputs, activities, outputs, outcomes and 
impacts based on social enterprises’ secondary publicly available data. Two social enterprises 
(B and D) reported on the outcomes: helping beneficiaries achieve certifications or skills 
development. Only Social Enterprises C reported on both the inputs and outputs. Therefore, 
social performance communication was very limited, indicating a reliance on moral 
legitimacy (intention to do good things) versus operational legitimacy (evidence of 
achievements) for support.  


Table 3: Inputs, activities, outputs and outcomes of social enterprises 


 Social Enterprise A Social Enterprise B Social Enterprise C Social Enterprise D 
Inputs     Number of volunteer 


hours 
  


Activities Employment for 
disadvantaged people 


Employment for 
disadvantaged people 


Employment for 
disadvantaged people 


Employment for 
disadvantaged people 


Outputs     Number of hours of 
paid employment 


  


Outcomes   Beneficiaries 
developing new skills 


  Beneficiaries 
achieving certificates  


Impacts         


 
Managers of social enterprises considered accountability for social mission to be a challenge, 
consistent with the literature on performance measurement reporting of third sector 
organisations and social enterprises (Battilana & Lee, 2014; Connolly & Kelly, 2011; Cordery 
& Sinclair, 2013). Ebrahim et al. (2014, p. 4) note accountability for social performance is 
“complicated by a lack of common standards or benchmarks for social performance 
measurement, and the general difficulty of comparing social performance across 
organizations”. This difficulty relates to the challenge of evaluating impact on beneficiaries 
provided with employment, as this impact may differ among individual beneficiaries, and 
have several flow-on effects. Although challenges regarding accountability for social 
performance are acknowledged, essentially social enterprises need to communicate social 
value created, otherwise they risk acting more like for-profit organisations than social 
enterprises. The findings of this paper reveal a general lack of public disclosure in relation to 
the achievement of the social mission. Reporting on activities or communicating only the 
social mission statement, without comprehensive details of inputs, outputs and impacts 
towards the social mission does not demonstrate that social enterprises are in reality creating 
value for the community.  


Accountability for financial performance 
In terms of accountability for financial performance of the social enterprises, communication 
was also very limited. Financial information was only distributed to selected stakeholders 
rather than to a wider range of stakeholders (e.g. community). As one of the core 
characteristics of social enterprises is commercial operations (Ebrahim et al., 2014), not 
disclosing financial performance information raises questions regarding their credibility. This 
finding suggests that social enterprises are relying on the taken for granted level of trust that 
the community affords social enterprises, and suggests that the community is forgiving of the 







 


lack of information regarding financial performance. Unlike social performance reporting, 
there are established standards and norms regarding presentation of financial performance 
used by for-profit organisations (Ebrahim et al., 2014). Managers of social enterprises noted 
financial reports existed, although they were available only to selected internal stakeholders. 
However, without giving the wider community access, there is no evidence that social 
enterprises are profitable or financially viable businesses, blurring the distinction between 
non-profits and social enterprises.  


Accountability priorities 
Regarding accountability priorities, three (Social enterprise A, B, and C) of the four social 
enterprise managers emphasised the importance of accountability for financial over social 
performance, while the Manager of Social Enterprise D mentioned a balance of accountability 
in terms of social and financial performance. These views reflect a pragmatic approach to 
social enterprise, such that financial sustainability was essential to facilitate ongoing social 
objectives. Literature on social enterprises suggest that tensions caused by combining social 
and financial goals may lead to instability and mission drift (Cornforth, 2014; Ebrahim et al., 
2014). However, for the social enterprises in this study, their employment business model 
meant that risk of mission drift was minimised and effectively managed. As Manager of 
Social Enterprise D noted, in this type of business model social and financial operations are 
intrinsically connected, making it difficult for managers to lose sight of their social mission. 
While literature on social enterprises has examined accountability for social and financial 
performance simultaneously (Zainon et al., 2014), findings highlight social enterprises 
initially prioritise accountability for financial over social performance. This prioritisation was 
based on needing to first be financially viable or independent, before being able to focus on 
and effectively address the organisation’s social mission, revealing a temporal element of 
social enterprise accountability. Therefore, in the early years a social enterprise may be 
predominantly focused on becoming financially independent, before moving towards 
financial sustainability and greater achievements in terms of social mission. Table 4 
summarises managers’ perspectives regarding the prioritisation of accountability for social 
and financial performance. 


Table 4: Accountability priorities of social enterprises 


Accountability for 
financial performance 


Primary Primary Primary Balanced 


Accountability for social 
mission 


Secondary Secondary Secondary Balanced 


 
Reporting practices and publicly available information 
In relation to internal reporting, findings revealed that social enterprises generally 
communicated both social and financial performance. Financial performance was 
communicated internally within the organisation, and sometimes not even widely available 
within the organisation (as noted by the Manager of Social Enterprise B). Regarding external 
reporting, social mission was usually communicated widely (e.g. marketing material, 
interviews with media made publicly available), while no information was publicly disclosed 
in regards to financial performance. Therefore, although managers emphasised accountability 
for financial performance being a priority in practice, accountability for social performance 
was communicated more widely, while accountability for financial performance was 
communicated only privately within the organisation. As hybrid organisations, social 
enterprises are broadly accountable for both social and financial performance. Thus, if social 
enterprises are not successful in fulfilling their social and financial objectives then they may 
face threats to their continuation and survival (Connolly & Kelly, 2011). The limited publicly 
available information regarding social performance and lack of publicly available information 







 


regarding financial performance suggests legitimacy for social enterprises is largely assumed, 
as they focus on creating social value. However, establishing legitimacy through the use of 
accountability mechanisms that demonstrate and communicate the organisation’s values, 
beliefs and outcomes are aligned with stakeholders’ expectations is important (Dhanani & 
Connolly, 2012). Communicating legitimacy through performance evaluation highlighting 
outcomes and impacts is an area seemingly overlooked (Luke et al., 2013). Yet, if such 
communication does not exist, or is only provided to selected stakeholders, the current 
assumption of “doing good things” (Nicholls, 2009) and the moral legitimacy that social 
enterprises enjoy regardless of their performance may be called into question.  


Conclusions 
This paper sought to understand for what and how social enterprises are accountable, focusing 
on communication of accountability. Accountability for social performance was publicly 
available to a range of stakeholders although this information mainly promoted the social 
enterprises’ social missions, with only limited detail on social achievements. Accountability 
for financial performance was even more limited, and was generally only communicated to 
selected internal stakeholders. 


Communicating accountability for both social and financial performance is important for 
social enterprises. Nicholls (2009) suggests that reporting on social performance can improve 
the organisation’s performance from an internal and external perspective, enhancing strategic 
decision making. If one of the primary objectives of social enterprises is to advance towards 
fulfilling a social mission (Austin et al., 2006), accountability for the outcomes of this mission 
is essential. This involves ensuring both social and financial objectives remain a priority. 
Otherwise the risk of mission drift emerges (Battilana & Lee, 2014), such that social 
enterprises behave more like for-profit businesses than social enterprises. Further, reporting 
on accountability for both social and financial performance helps to reinforce the 
organisation’s legitimacy as a social enterprise (Connolly & Kelly, 2011). Thus, while all four 
social enterprises publicly disclosed their mission statement, additional detail regarding 
accountability for social and financial performance promoted through public channels (e.g. 
websites) is needed to garner wider public support.  


The importance of accountability for social enterprises’ commercial activities as well as social 
performance is highlighted in this study, reinforced through social enterprise managers’ 
prioritisation of financial accountability. As all four participating social enterprises promoted 
their organisational identity as social enterprises (making explicit their social mission: to 
provide employment for disadvantaged people), some customers may enter into commercial 
transactions to support the social purpose of the business. Alternatively, existing customers of 
social enterprises may believe at face value that the enterprise is doing “good” socially and 
have no particular need for information regarding the social performance of the organisation. 
Importantly, however, customers have expectations regarding the commercial aspects of their 
transactions (e.g. quality goods, reliable service, value for money) that social enterprise 
managers need to address in order to maintain the customer relationship. Therefore, being 
commercially competitive is important for social enterprises, as it impacts on customer 
satisfaction, social enterprises’ financial performance and the funds available to pursue social 
objectives. “A numbers game” (Manager of Social Enterprise B) without numbers or other 
detail, creates difficulties for internal and external parties to make informed decisions. 
Further, an emphasis on activities, with limited detail of inputs, outputs, outcomes and impact 
suggests social enterprises’ legitimacy rests on their intention to “do good” (Nicholls, 2009) 
rather than their actual achievements.  







 


As with all research, this study has a number of limitations. These include the research 
setting, as there are several context-specific aspects that may have impacted on the findings 
such as the research being undertaken in one region (Queensland, Australia) with limited 
reporting requirements for the social enterprise sector, and all four participating social 
enterprises having an employment-related social mission. Hence, the findings are to some 
extent shaped by these issues, potentially limiting their generalisability to the wider social 
enterprise sector. There are also limitations regarding the data collection methods such as 
social desirability bias, within interviews and the researcher’s own bias (Nederhof, 1985), 
addressed by using multiple data sources. 


This research has focused on “for what” and “how” social enterprises are accountable. Social 
enterprises, as hybrid organisations, have dual social and financial objectives at their core, 
which are the reason for their existence. However, findings revealed that social enterprises 
only share limited information regarding the achievement towards these objectives, despite 
this information generally being available within the organisations. Future research exploring 
other mechanisms of accountability will provide further insights into an area of limited 
understanding and research. Effective ways to enhance accountability are central to social 
enterprises’ legitimacy, particularly as the sector continues to grow. Without better 
accountability practices for both social and financial performance, social enterprises are 
relying on support based on what they represent (intention to do good), rather than what they 
actually have achieved. While social enterprise is a nascent field, as the sector matures norms 
will emerge. However, if no reporting is an accepted norm, this may limit the sector’s 
contribution, competitiveness and performance, such that social enterprises may not realise 
their potential to address social issues. 
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Study the opportunity development process through the Science of the Artificial 


 


Abstract  
In this research, we seek to understand the concept of entrepreneurial opportunity and explain the 
opportunity development process in the Individual Opportunity (IO) Nexus Framework. We 
applied the principle of the science of artificial to study the opportunity development process. 
From this principle, opportunity is existed as an objective phenomenon and can be connected and 
transformed into business ideas. The opportunity development process was designed by using the 
design process and the 2x2 factorial designs and a procedure. The instruments and procedure 
were developed and tested to ensure validity and effectiveness. The results suggested the 
instruments are valid and the designed process is effective.  


Introduction  


The concept of entrepreneurial opportunity has been long studied by many entrepreneurship 
researchers to explain a relationship between entrepreneurial opportunity and intention to start 
and create new ventures. Many recent studies used the Individual Opportunity Nexus Framework 
of Shane & Venkataraman (2000) to explain the concept of entrepreneurial opportunity in the 
entrepreneurial process.  


In the IO Nexus Framework, opportunity is viewed as the objective phenomena arise from 
exogenous changes such as technological changes, and opportunity recognition of entrepreneurs 
comes from the cognitive ability such as alertness (Eckhardt & Shane, 2013). However, the 
explanation of opportunity development process whereas individuals transform entrepreneurial 
opportunity (or the objective phenomena) into a viable business idea (or subjective interpretation) 
still needs to be explored (Shane, 2012). Further research on the concept of opportunity and 
transformation into business ideas need to be conducted to understand the opportunity 
development process.   


With the application of the science of the artificial (Simon, 1969), we adopt the design theory and 
the design process to help explain the opportunity development process. First, this research 
applies the theory of meaning for artifacts (Krippendorff & Butter, 2007) as an alternative 
explanation of the existence of entrepreneurial opportunity. Second, this research adopts the 
creative based design process in new product development process (Hsiao & Chou, 2004) to help 
examine the process of opportunity development. By using this approach a better theoretical 
explanation to how individuals connect with external environment and transform it into a 
business idea would be conceivable.  


 


Literature Review  


This research is designed by integrating the science of the artificial to a model of entrepreneurial 
process in the Individual-Opportunity Nexus framework. This research aims to resolve the myth 
in entrepreneurial process, the opportunity development, by the application of the science of the 
artificial.   


 


 







 (Fig 1 – zoom in view for the application of the science of design to ION framework) 


 


This study is designed based on the overarching framework of Individual Opportunity Nexus 
(Shane & Venkataraman, 2000).  The idea of the IO nexus framework was built on multiple 
theories to support the idea that opportunity is an objective phenomenon. According to Eckhardt 
& Shane (2003), the sources of change are social, political, regulatory, legal, and technological 
changes.  
 
Two theories from the science of the artificial are applied to the Individual Opportunity Nexus 
framework to explain the opportunity development process. First, this study has applied the 
theory of meaning for artifacts (Krippendorff & Butler, 2007) to explain the existence of the 
opportunity. This study applies the theory of meaning for artifacts to help explain the existence of 
opportunity and distinguish it from business idea. This will give a further theoretical explanation 
on the existence of opportunity to the Individual Opportunity Nexus. According to Krippendorff 
& Butler (2007), humans recognize their own world and artifacts according to what they mean 
for them. It gives a better alternative explanation that entrepreneurial opportunity is inter-
subjective connection, which is different from the existence of the business idea that is purely 
subjective (Eckhardt & Shane, 2013).  By applying design theory, we can exemplify opportunity 
construct by justify it as an artifact (objective) which stimulate the birth of business idea 
(subjective).  
 


Second, this research has applied the science of design to help unfold the process of opportunity 
development. Previous literatures regarding to the opportunity related process in Individual 
Opportunity Nexus Framework have been heavily done on the opportunity recognition stage, but 
very little have been done on opportunity development. For example, the opportunity recognition 
can be explained by pattern recognition theory (Baron, 2006) to explain that individuals perceive 
opportunities by cognitively connect between their knowledge corridors. Fiet (2007) suggests that 
individuals can recognize opportunity through systematic search process.  


However, the literature review shows that no notable research has been conducted to help 
specifically explaining the process how individuals transform objective opportunity into 







subjective business idea. Shane (2012) supports the argument that this process is still a 
knowledge gap in the Individual Opportunity Nexus Framework. 


 
Theoretical  framework   
 
The theoretical framework was developed based on the theoretical supports from the Individual 
Opportunity Nexus discussed in the previous sections.  Entrepreneurial opportunities, individual 
attributes, environment and business ideas are selected as key constructs for investigation.  
 
By separating opportunity (1st independent variable) and business idea (dependent variable) apart, 
this method will help researcher to understand the effects of opportunities (Shane, 2012), while 
still enable researcher to apply the design process (2nd variable) to test the interaction effect of the 
process on opportunity as well. The figure 3 below depicts the conceptual model for this study.  


 
(Fig 2 – Theoretical Framework) 


 
 


Individual Attributes  


According to Shane & Venkataraman (2000), the study of entrepreneurship requires a group of 
individuals who participate in the process of discover, evaluate and exploit opportunity. The role 
of individuals in the IO Nexus Framework is acting as an agency in the opportunity related 
process. 


Previous studies have examined the psychological aspects which affect the ability of individuals 
who discover or create opportunities. For example, the differences in information explain that 
people might be able to discover a better opportunity because they have information that other 
people lack or do not know / cannot access / acquire (Hayek, 1945; Kirzner, 1973). Their 
previous life experiences, including job function and variation in experience (Schoonhoven and 
Romanelli, 2001), also stimulate entrepreneurial ability in information background and the 
discovery of opportunities. For example, Casson (1995) found out that people in a wide 
employment range have access to more diverse information. In addition, knowledge also 
manifests the discovery of entrepreneurial opportunities. According to Shane (2000), some 
entrepreneurs might be more successful in the process of opportunity discovery because they 
have a better knowledge about the market.  


Creativity is another psychological attribute that gains high attention. Previous research found 
that entrepreneurs are those who are better in ability to create new things that work (Schumpeter, 







1934; Fraboni and Saltsone, 1990; Robinson). Creativity has been explained through the pattern 
recognition theory (Baron, 2006). It explains that entrepreneurs create (or identify) business 
opportunities by ‘connecting the dots’ between seemingly unrelated events. 


Since this study focuses on the effect of design process and opportunities to the quality of 
business ideas, individual attributes will be controlled in order to prevent its effect. These 
variables are; prior knowledge about the industry (e.g.. Shane, 2000; Shepherd & DeTienne, 
2005; Alsos & Kaikkonen, 2004), creativity (e.g., Berglund & Wennberg; 2006; T. B. Ward, 
Patterson, Sifonis, Dodds, & Saunders, 2002) and entrepreneurial intention (e.g., Bird, 1988; 
Choo & Wong, 2006). 


 


Environment  


Viewing situational changes as sources of entrepreneurial opportunities supports the Individual 
Opportunity Nexus Framework. Accordingly, empirical studies found that environmental factors 
significantly affect the venture creation, leading to differences in the rates of new firm formation, 
survival, and growth across industries (Reynolds & White, 1997).   


Previous studies show that entrepreneurial opportunities arise more in some environments as 
compared to others. For example, opportunities emerge in the environment under conditions of 
high uncertainty and turbulence (Dew, Velamuri, & Venkataraman, 2004; Sine & David, 2003). 
This finding suggests that environmental changes, as marked by scarcity and crisis, result in 
opportunities for entrepreneurial action. Blau (1987) found that environmental changes also 
influence the rate of self-employment. The study showed that the changes in technology, 
industrial structure, tax rates, and social security retirement greatly contributed to new venture 
creation. In addition, research on political / regulatory changes also found out that changes in the 
industry structure also influenced the entrepreneurial process (Gioia, 1989).  


A difference across industries has also been proven as a source of entrepreneurial opportunities. 
Research based on the game theory found that opportunities are more likely to be exploited when 
the industry is young. This is because new markets are initially too small to interest established 
firms with a higher opportunity cost (Shane, 2001).  


In sum, literature also supports the discovery theory that opportunities, which derive from 
environmental changes, affect the new venture creation. This follows the view that opportunities 
arise objectively in the economic phenomena. These changes drive the formation of new venture 
can be empirically defined as environmental dynamism (Dess & Beard, 1984). This is referred to 
as the level of uncertainty and change in the environment. Since the study focuses on the effects 
of entrepreneurial opportunity and the design process, the environment needs to be framed as the 
controlled variable in the study. In this study, we operationalize the research by using the 
educational industry as the control environment for the business idea generation experiment.  
 
Business Idea 


According to Shane (2012), entrepreneurial opportunities and business ideas are different 
concepts. Entrepreneurial opportunities exist exogenously as objective situations that make 
possible for an entrepreneur to make profit (that they believe they can). In contrast, business ideas 
are the subjective interpretations of how to recombine resources in a way that allows pursuit of 
that opportunity.  







Over the decade, from the literature reviews, it reveals that researchers in the opportunity 
discovery theory usually operationalize this construct with unclear definition of opportunities that 
do not perfectly support its theoretical definition. For example, opportunities are usually adopted 
as dependent variable that are measured by two items: number of opportunities (ideas) identified, 
or degree of innovativeness, or both (Shepherd & De Tienne, 2005; Corbett 2002; Gaglio & 
Taub, 1992; Ropo & Hunt, 1995).  This finding does not support the conceptual definition of 
discovery theory perspective that views opportunity as a situation or change.  


Shane (2012) resolves this issue to a great extent by re-emphasizing the differences between 
opportunities and ideas. This is the clear positioning of discovery theory (IO Nexus) to 
differentiate between opportunities and ideas. This is because the misconception in 
operationalizing entrepreneurial opportunities and business ideas from previous studies. Some 
studies interpreted the term entrepreneurial opportunities and business ideas synonymously (e.g., 
Davidsson, 2003; Samuelsson & Davidsson, 2009). Recently, Eckhardt & Shane (2013) clarified 
once again that entrepreneurs discover or create business ideas to respond to external constraints, 
which are called "opportunities" in IO Nexus. According to Shane (2012), one research direction 
for this way is the study of how entrepreneurs identify opportunities, formulate business ideas, 
and evaluate them. By having two separate constructs (opportunities and business ideas), scholars 
in this research area can use better operationalized measurements to avoid confusion which 
occurred before in previous studies.   


Business idea has usually been experimented in the previous studies from only two aspects which 
are quantity and novelty or innovativeness (e.g., DeTienne & Chandler, 2004), however, this 
study seeks to further investigate the business ideas as the dependent variable from further 
comprehensive aspects.  


Since this study is interested in the effects of opportunities and opportunity development process, 
only number of ideas and its novelty alone do not sufficiently explain the characteristics of  
business idea generated form the design process. According to Ardichvili et al. (2003), the 
opportunity development process does not culminate into an idea but also needs to be fully 
developed into business concept. The business concept includes product/service concept, market 
concept and the means to serve the market (Cardozo, 1986). To scientifically study the variables 
in business idea, this research will conceptualize and operationalize business idea as “Individual 
entrepreneurial idea sets” Hill & Birkinshaw (2009).  Specifically, the entrepreneurial idea is 
defined as:  


The application of new knowledge, or applying knowledge in a novel manner, to one or more of 
the dimensions of a business offering – for example, to its product / service, market, technology, 
production methods or business model – such that a new or improved source of economic gain 
may be realized. The idea set dimension consists of five primary dimensions: content of ideas, 
volume of ideas, stages of development of ideas, value logics of ideas and novelty of ideas (Hill 
& Birkinshaw, 2009). 


 
Entrepreneurial Opportunities 


This study defines opportunities as the situation in which entrepreneurs envision or create new 
means-ends frameworks.  The opportunities themselves are objective phenomena that are 
recognized by different entrepreneurs through subjective process (Shane & Venkataraman, 2000). 
Thus, opportunity discovery theory requires both situational change and entrepreneurial 







discovery for the existence of entrepreneurial opportunities. Opportunities exist in the 
environment and can be discovered by those who have different information and cognitive 
processing (Kirzner, 1997).  


The opportunity discovery has its root in realist perspective (Alvarez & Barney, 2007). For a 
realist, everything is observable and testable from the scientific process, and theories that are not 
based on observable fact are meaningless (Bhaskar, 2008).  Alvarez et al. (2010) suggests that 
opportunity discovery theory is the application of the critical realist theory, by viewing that the 
goal of science is to predict only observable items. Therefore, opportunities in this view exist 
exogenously in the world and can be observed or discovered by individuals.  


The concept of situational change can be described as the exogenous shocks, which refers to the 
disruptive change in an industry or a market (Schumpteter, 1934). These changes create 
opportunities for those who want to enter in the current market because the effect of the changes 
disrupts competitive equilibrium. And these changes give benefits to entrepreneurs to enter into 
market by bringing new values to better serve the current market. According to Eckhardt & 
Shane (2003), the sources of change are from social, political, regulatory, legal, and technological 
changes. For instance in Shane (2000), the creation of the internet is one example of 
entrepreneurial opportunity.  


The main difference in the discovery theory and the creation theory in the explanation of 
entrepreneurial opportunities is that opportunities in the discovery theory does exist objectively in 
the phenomena, while the creation theory explains that opportunity is subjectively created by 
individuals (Eckhardt & Shane, 2013). Hence, if entrepreneurial opportunities and business ideas 
are both purely subjective, then there is no nexus between these two constructs. Based on this 
theoretical explanation, from the Individual Opportunity Nexus theory, this study supports Shane 
(2012) that entrepreneurial opportunities are and business ideas are different constructs. We 
support Shane (2012) that the situation change (e.g., change in technology or demographic 
change) should lead to more viable business ideas as compared to business ideas that are purely 
subjectively created.  


To operationalize the opportunity variable, this study uses the “wearable technology” as the 
technical opportunity.  


 
Design Process 


According to Ardichvili et al. (2003), the opportunity development process shares the same 
characteristic as the product development process. However, the opportunity development 
process requires bigger scope beyond product development. It also requires the development of   
business concept including:  product/service concept, market concept and the means to serve the 
market (Cardozo, 1986). To support the idea of the application of design process to the 
opportunity development process, the theory of design process is applied to explain how 
individuals turn entrepreneurial opportunities (objective phenomena) into the preferred one 
(business idea).  


This study seeks to unfold the myth of the opportunity development process and gives an 
alternative explanation by the application of the design process. According to Dym, Agogino, 
Eris, Frey, & Leifer (2005), the definition of design is a systematic and intelligent process to 
generate, evaluate and specify concepts that achieve consumers’ needs within the specific 
constraints. In the process, it consists of Divergent-Convergent thinking as well as creativity & 







analytical thinking. According to Plattner, Meinel & Weinberg (2009), design process integrates 
the technical feasibility, economic value and customer needs.  


To operationalize the design process, this study will apply the creativity-based design process for 
innovative product design developed by Hsiao & Chou (2004). This study theorizes that the 
application of this methodology can help solving the research question raised “how do individual 
transform opportunities into business ideas?”  


According to Hsiao & Chou (2004) study, the creativity-based design process was the integration 
of the “Sensuous Association Method (SAM)” and design process. This study selected this 
methodology because it can help operationalize two applications of the science of design 
mentioned earlier (The theory of the meaning of artifacts and design process).   


First, this study deploys the SAM method to operationalize the theory of meaning of artifact, to 
empirically test how individual perceive objective phenomena as an entrepreneurial opportunity. 
The SAM (Sensuous Association Method) is the method created to help sensuousness and 
association of individual association and surrounding stimulation. According to Hsiao & Chou 
(2004), the SAM includes four natural human behaviors including: looking, thinking, comparing 
and describing. Built on the study of Hsiao & Chou (2004), the SAM method will be applied to 
this study as follows: 


(1) Looking: look at the involved things about the provided objective phenomena  


(2) Thinking: think about origins and evolutionary trends and re-association about the 
objective phenomena  


(3) Comparing: compare what you look and what you think about this objective 
phenomena and recognize it as entrepreneurial opportunity 


(4) Describing: describe the business idea formed from the opportunity  


(5) Stimulation: Write down the business ideas into a data collection sheet  


Also, this study applies the creativity-based design process because it was systematically 
designed based on the theory of design process according to Jones (1992, pp. 63-69). According 
to Jones (1992, pp. 63-69), the design process consists of three stages including (1) divergence, 
(2) transformation and (3) convergence. In these three stages both creativity and critical thinking 
are applied to give birth of viable business ideas. According to Sheppard (2003), the essence of 
design process is that it consists of all stages involved in idea development including: creation, 
assessment, selection and production of ideas.  


Since the development of product design and business idea share common set of complex 
characteristics including generating ideas, developing concepts and evaluation; this study seeks to 
apply the design process to explain the opportunity development process in this study.  Adapted 
from the creativity-based design process for innovative product design developed by Hsiao & 
Chou (2004), this study hypothesizes that the opportunity development process can be divided 
into three stages based on the logic design process including:  


(1) Divergent Stage of the design process (Opportunity Recognition) 


In design process, the divergent stage refers to the stage whereas individuals expanding 
the boundary of design criteria. In the application of the design process to the opportunity 
development process, this stage refers to stage where individuals to have a large and fruitful 







space to identify all possibilities of the objective phenomena. An objective phenomenon is 
considered as an entrepreneurial opportunity if they are making meanings through subjective 
interpretation.  


(2) Transformation (Transforming Opportunity into Business Idea)  


According to Hsiao & Chou (2004), this is the stage where design concepts are created 
from the divergent stage. In the application of the design process to opportunity development, 
this study proposes that individuals transform entrepreneurial opportunities into business ideas 
through idea generation activities and creativities.  


(3) Convergence (Integration and Selection of Viable Business Ideas).  


In the design process, number of ideas and possibilities must be converted into formal 
solutions to make an optimal design. Therefore, this study has applied the convergence stage of 
design process to the opportunity development in which individuals optimize and convert their 
generated ideas from the transformation stage to evaluate viable business ideas.  


 


Methodology: Factorial Design  


This study will apply the 2 x 2 Factorial design, with two levels (Level 1: Giving none treatment 
& Level 2: Giving treatment) of two independent variables (Factor A: Opportunity & Factor B: 
Design Process). This design has been used before with the opportunity related research (e.g., 
Choi & Shepherd, 2004). Since the current study analyzes the two independent variables 
(opportunity & design process) and their interaction between two independent variables on the 
dependent variable (business idea), the 2 x 2 Factorial Design has been chosen as the research 
design for this study. Table 2 below describes the factorial design and table 3 provides the details 
of the variables and the interventions associated with them. 


Table 1 – 2 X 2 Factorial Design of this research 


  Factor B 
(Design Process) 


 


 


Factor A 
(Opportunity) 


 Level B1 
(None) 


Level B2 
(Yes) 


Level A1 
(None) 


Condition 
A1B1 


Condition 
A1B2 


Level A2 
(Yes) 


Condition 
A2B1 


Condition 
A2B2 


 


Table 2 - Description of the variables and interventions associated with them- 


A1B1 
Control group, without receiving the opportunity and the design process 
guidance 


A2B1 Group receiving the opportunity without the design process guidance 







A1B2 Group taking the Design process guidance without receiving the opportunity 


 
A2B2 


 
Group receiving both the opportunity and the design process guidance 


 


By applying the 2x2 Factorial Design, this study can investigate two types of effects in the 
research experiment: 1) the main effect of each factor, and 2) the interaction effect of both 
factors. Hence, the effects to be studied in this research are: 1) the effects of entrepreneurial 
opportunity on business ideas, and 2) the effects of design process on business ideas, and 3) the 
interaction effects between entrepreneurial opportunity and design process on business ideas. 


Factor A (Opportunity) & Factor B (Design Process) are two treatments which will be given in 
the experiment. Therefore, these treatments need to be carefully designed to suit for the context 
of this experimental research in opportunity development. 


For Factor A, this study follows Shane (2000) by using the technological opportunity as the 
stimulus of business idea. However, the 3D printing technology which was used in the study 
before has now become obsolete because this technology has already been involved in many 
startup ventures according to this literature review. Therefore, this study will use other recent and 
real technological opportunity which is rarely used in previous studies to avoid research biases. 
However, the selected technological opportunity must share the same definition based on the 
Individual Opportunity Nexus framework, which defines entrepreneurial opportunity as the 
situation in which create new means-end framework (Shane & Venkataraman, 2000). Therefore, 
the wearable technology will be used in this study as an alternative technological opportunity 
instead of 3D printing technology.  


For factor B, this study will adopt both design process and the SAM method (Hsiao & Chou, 
2004) which has been used in the product development research to explain the opportunity 
development process in entrepreneurship.  


Research Procedure 
 
In this study, the research activities will be divided into five phases: 1) translation and 
modification of research instruments; 2) test of instruments and treatments; 3) sample selection 
and screening; 4) experiment; and 5) data analysis. Details of each phase will be discussed as 
follows.  
Phase 1: Translation and modification of instruments  


The set of instrument for measurement needs both translation and modification to fit with the 
context of this study. The instruments which were developed in English language need to be all 
translated into Thai language. 


Phase 2: Test of instruments and treatments 


Two testing processes will be activated to validate the validity of instrument. First, all 
instruments will be validated by 3 experts including an entrepreneurship scholar, an expert 
entrepreneur and a PhD researcher who has experienced in developing instrument in social 
science. Next, a pilot test of instruments and research design with small group will be operated to 







test the  effectiveness of research design and ensuring the validity of measurement.. Two 
treatments (Factor A & B) will be applied and tested to ensure that the treatments have effects on 
the dependent variable (Business Idea).  


Phase 3: Sample selection & screening 


The population of this study is the novice entrepreneurs in Thailand. Novice entrepreneurs refer 
to those who have no prior entrepreneurial experience as founders, purchasers or inheritors of a 
business. Previous literature indicated that Thailand has the highest entrepreneurship rate (Global 
Entrepreneurship Research, 2013), hence, the sample of respondents from Thai population would 
represent characteristics of individuals in the entrepreneurship situation.  


The samples are business students in a master degree program at the College of Management 
Mahidol University. Following Gregoire et al. (2010)’s study, the current research will use 
homogeneous and heterogeneous samples. The samples will be drawn from different groups of 
students who engage in the process of business idea generation from different majors and courses 
(e.g., Independent Study in the Entrepreneurship & Innovation Major, Consulting Practice in 
Business Plan course, and An Introduction to Business Planning course). This will allow for the 
individual-level variations.  These selected groups represent individuals who have different level 
of prior knowledge and experiences in entrepreneurial activities including (1) minimal 
entrepreneurial orientation, (2) some orientation to the entrepreneurial process and (3) practicing 
entrepreneurs.   


To minimize the range of individual differences, participants will be screened by completing 
questionnaire for creativity, prior knowledge, individual attributes and entrepreneurial intention. 
The questionnaire will be given during the first week of each class. The data will be analyzed for 
one week before the experimental process begins at the second week.  


Phase 4: Experiment 


 The factorial experimental research will be conducted as explained earlier in the research design 
section. To be specific, there are two factors in this study: factor A – entrepreneurial opportunity, 
and factor B – creative based design process. Each factor has two conditions: 1 – without, and 2 – 
with. 


 Given: X = exposure to experimental treatment, O = observation and R = random 
assignment   


 Therefore, the symbolic diagram of this experiment can be depicted as follow:  


R----------------- XA1B1 ----------------- O1 


R----------------- XA2B1 ----------------- O2 


R----------------- XA1B2 ----------------- O3 


R----------------- XA2B2 ----------------- O4 


At the beginning of the experiment, participants will be randomly assigned into four groups. The 
methodology to assign participants into four groups has been widely recognized in creativity 
related research (e.g., Isen, Daubman, & Nowicki, 1987).  Next, participants will be located into 
four separated space. Each space will have the same environmental setting as they will be 
decorated with information/pictures on the wall. According to Hsiao & Chou (2004), creative 
environment stimulates the idea generation.  







Participants will be given the same objective to generate business ideas within the same given 
timeline. They will be allocated into 4 conditions. One control group will not be manipulated by 
any factors. The other three groups will be differently manipulated under the given conditions.  


The operation of each group will equally take one hour. During the experiment, participants need 
to record their ideas in the given recording sheets. At the end of the experimental procedure, the 
researcher will collect the data. After the experiment is over, open-ended questions regarding to 
the concept of entrepreneurial opportunity and business ideas will be conducted to investigate the 
relationship of these two concepts. The experimental procedures can be summarized by the 
diagram in Figure 4.  


 
Results and implications 
 
In this paper, we present the results completed from Phase 1 to Phase 3 according to the research 
procedure. We tested the sets of instruments including: (1) Pre-screening set, (2) Factors A&B 
and (3) 2x 2 factorial designs.   
 
For the pre-screening set, we conducted the pilot test with 20 total respondents. 6 of them are 
male, 13 of them are female, and 1 of them is unknown gender. The average age of the 
respondents is 28 year olds.  We collected the sets of questionnaire to check the quality of pre-
screening factors including:  (1) Prior knowledge (About wearable technology, design process 
and educational industry), (2) Creativity Level and (3) Entrepreneurial Intention. 
 
As a result, it suggested that 60% of respondents know what wearable technology is and could 
explain what it is used for. For the design process, 45 % of them reported that they have some 
ideas of what the design process is, but they are not clear about it. For the familiarity with 
education industry, 40 % of them have some ideas what the education industry is, but they are not 
clear about it. In conclusion, on average, respondents are likely to know the wearable technology 
and could talk about it. In contrast, for the design process and education industry, they tend to 
know about it, but they are not sure about it. For creativity test questionnaire, most of the 
response are in “somewhat disagree and somewhat agree” on this. Also, In conclusion, when 
considering the Entrepreneurial Intention Questionnaire as a whole, most of the answers from the 
respondents fall into “agree”. This implies that, on average, respondents agree that they have 
entrepreneurial intention. 
 
We also conducted the pilot test to check the content validity of Factors A&B. 3 experts were all 
agreed that Factor A (wearable technology) is recognized as the ‘entrepreneurial opportunity’, 
and it can be operationalized as an object opportunity that differentiate itself from subjective 
conjecture or business idea . Also, they agreed that Factor B (design process) can be 
operationalized following the creative based design process in new product development process 
(Hsiao & Chou, 2004).  
 
To test the validity of factors A&B and the research design, we conducted the pilot test of 2x2 
factorial design with the same 20 total respondent. 4 groups each were assigned into sub-group 
received different treatments. We did not collect the idea generation data statistically yet, instead 
we focused on the observation of the research design. From the observation, it suggested the 
respondents understand the research design procedure and could follow the instruction 







effectively. We also asked the respondents about their perception towards the entrepreneurial 
opportunity and design process. It suggested that the respondent agreed that the wearable 
technology is widely recognized as the entrepreneurial opportunity and could stimulate the 
business idea generation. They also perceived that the design process itself is a systematic way to 
generate the business ideas as well. 
 
 
In conclusion, from the pilot test, the results suggested that the instruments and research design 
are valid. The pre-screening questionnaire also reported the effectiveness of sample selection as 
they share the same characteristics in the results. It is also confirm the proposition that 
technological opportunity is an entrepreneurial opportunity construct which can be mitigated 
from the business idea construct. The pilot test also suggested the effectiveness of 2x2 factorial 
design. There are some minor adjustments in terms of experimental design procedure which 
could be improved. In the next step, we can take this instruments and research design to operate 
research activities with a higher number of respondents to prove the reliability.  
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FAMILY VERSUS NON-FAMILY BUSINESSES IN THE EASTERN CAPE, SOUTH 
AFRICA: A REVIEW OF CUSTOMER LOYALTY 


 
ABSTRACT 
 
This paper outlines the development of a model for investigating the factors that influence 
customer loyalty in South African family and non-family owned businesses. First, a number 
of models are discussed that relate to customer loyalty in general. Thereafter, an existing 
customer loyalty model used specifically for family and non-family owned businesses is 
presented and the findings are elaborated on. After critically analysing the existing models, it 
is concluded that the models used to explain customer loyalty have neglected a number of 
variables that have been proven to affect customer loyalty in the South African context. Thus, 
an extended model is proposed in this study. According to this model, customer loyalty in 
family and non-family owned businesses is influenced by trust, commitment and conflict 
handling in the business. The influence of a moderating variable (two-way communication) is 
also indicated. This study adds to the debate and literature on customer loyalty, especially in 
South African family owned and non-family owned businesses. 
 
1. INTRODUCTION 


 
In today’s competitive business environment, ensuring customer loyalty and the building and 
maintaining of relationships with customers is important to all businesses (Berndt & Tait 
2014:33). Family businesses and non-family businesses differ in many regards, such as the 
entrepreneurial activities undertaken, business performance and their perceptions of 
opportunities and threats (Sharma 2004:5). However, customer loyalty remains an important 
element in the operations of businesses, irrespective of whether the business is a family or a 
non-family owned business (Berndt & Tait 2014:33). Prior research has revealed the various 
benefits that can accrue to businesses that develop and maintain loyal customers. Such 
benefits include referrals, repeat purchases and increased profitability. (Godson 2009:73; 
Grönroos 2003). Despite these benefits, South African businesses are known for poor 
customer service, particularly in the services industry (Berndt & Tait 2014:45; Brink, Cant & 
Ligthelm 2003:4).  
 
Given that the dynamics of family and non-family owned businesses differ, it is important to 
determine the factors that influence customer loyalty in family and non-family owned 
businesses in South Africa. 
 
2. PROBLEM INVESTIGATED 
 
According to Kumo, Minsat and Omilola (2015), economic activity in South Africa has 
continued to slow down with the annual growth in GDP plummeting to 1.5 percent in 2014. 
This was the weakest performance since the global financial crisis in 2008. Due to this 
slowdown in economic activity in South Africa, in recent years businesses have had to focus 
on retaining their current customers, as customer relationship management can be used as a 
tool for establishing customer loyalty  (Roberts-Lombard & du Plessis 2012:153).  
 
According to several authors (Orth & Green 2009:248; Biberman 2001; Stone 2000) family 
owned and operated businesses can create and maintain superior customer relationships than 
non-family owned businesses. Having superior customer relationships allows for family 
owned and operated businesses to enjoy competitive advantages associated with customer 
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loyalty, perceptions of trustworthiness and goodwill (Orth & Green 2009:248; Biberman 
2001; Stone 2000). However, in the South African context, it is yet to be determined whether 
customers are more loyal to family businesses than non-family businesses. A need therefore 
exists to identify the factors that influence customer loyalty for both family and non-family 
owned businesses and the strategies that the respective businesses should follow to ensure that 
customers remain loyal to the family/non-family owned businesses.  
 
3. LITERATURE REVIEW 
 
This section will provide a brief theoretical overview of customer loyalty and reference will 
be made to the relevant models that are used to explain customer loyalty. 
 
3.1 Customer loyalty in perspective  
 
It has been argued that for customers to be loyal, businesses must invest in relationship 
building and understand their customers. Building such relationships and understanding 
customers will also result in stronger customer loyalty (Roberts-Lombard, van Tonder, Pelser 
& Prinsloo 2014:28). Customer loyalty can therefore be defined as a customer’s likelihood to 
choose a particular brand or business with reference to their past purchases. This behavioural 
definition of loyalty captures the outcomes of both attitudinal commitment and habitual 
buying. (Van Vuuren, Roberts-Lombard & van Tonder 2012:96). Ndubisi, Wah and Ndubisi 
(2007:224) perceive customer loyalty as a deeply held commitment to re-purchase or re-visit 
a desired product or service in the future. Berndt and Tait (2014:33) elaborate that genuine 
customer loyalty is a biased repeat-purchase behaviour or repeat-patronage that is 
accompanied by a favourable attitude by the customer. From these definitions, customer 
loyalty is defined in this paper as the positive attitude displayed by a customer towards the 
products and/or the services of a business. This positive attitude extends to the intention to 
make use of and re-use the business in the future and to actively recommend the 
products/services of the business to others. 
 
3.2 Customer loyalty models 
 
According to Dick and Basu (1994), customer loyalty is perceived as the relationship between 
an individual’s relative attitude and repeat patronage. This relationship is moderated by the 
social norms an individual is exposed to and situational factors that are relative to each 
customer. Cognitive, affective and conative antecedents of relative attitude are identified to 
contribute to loyalty.  
 
Cognitive antecedents include accessibility, confidence, centrality and clarity. Dick and Basu 
(1994:102) refer to accessibility as the ease with which an attitude can be retrieved from an 
individual’s memory. Confidence can be referred to as the level of certainty associated with 
an individual’s attitude. Centrality pertains to the degree to which an attitude towards a brand 
is associated to the value system of an individual. Clarity refers to how well-defined or clear 
an individual’s attitude is. These cognitive antecedents can possibly influence the repeat 
patronage of customers. 
 
Affective antecedents relate to the feelings an individual has that is associated with a brand, 
product or service (Dick & Basu 1994:104). Such feelings include an individual’s emotions, 
moods, primary affects (i.e. their sensory experiences) and satisfaction. Satisfaction occurs 
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when a customer feels that a product/service has exceeded their expectations. Dick and Basu 
(1994) argue that these affective antecedents will lead to repeat patronage. 
 
Conative antecedents are related to the behavioural disposition of customers towards a 
business or a brand. These conative antecedents are viewed to comprise of three distinct 
aspects namely, switching costs, sunk costs and expectations (Dick & Basu 1994:104). 
Switching costs pertain to the financial or psychological cost customers incur when they 
switch from one business’s products/services to another business’s products/services. 
According to the authors, sunk costs are relevant as they determine the likelihood of repeat 
patronage. For instance, membership fees can be an illustration of sunk costs. Although the 
membership fee may never be recovered, there is a greater likelihood that the customer will 
continue making purchases to compensate for the sunk costs they have occurred. Another 
conative antecedent identified is future expectations. Future expectations can either encourage 
a repurchase or postpone a repurchase. Should a customer perceive that a products/service 
may not be available in future, this may possibly encourage repurchase of the product/service. 
 
These cognitive, affective and conative antecedents contribute to the attitudes of customers 
and their repeat patronage. The culmination of these factors ultimately results in customer 
loyalty. Figure 1 illustrates the framework for customer loyalty based on the research of Dick 
and Basu (1994). 
 
Figure 1: A framework for customer loyalty 


Source: Dick & Basu (1994) 
 
Szwarc (2005:28) proposes that certain factors influence customer satisfaction and customer 
loyalty. Such factors include the way a business handles the complaints of customers, the 
recent contact experience between a businesses and its customer and the perceptions a 
customer has about the quality of the product/service offerings of a business. Although future 
profits is the final outcome in Szwarc’s model, it is clear that customer loyalty has a   
mediating effect in a business achieving profits, as an improvement in customer loyalty can 
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result in improved profitability in a business  (Roberts-Lombard et al. 2014:28).  Therefore, 
Figure 2 presents an approach for measuring customer satisfaction and customer loyalty. 
 
Figure 2: An approach for measuring customer satisfaction and customer loyalty 


Source: Szwarc (2005) 
 
Sarwar, Abbasi and Pervaiz (2012) state that a large number of researchers have accredited 
the importance of customer trust, customer loyalty and customer retention.  However, the 
authors argue that a limited amount of evidence is available on the importance of customer 
trust, customer loyalty and customer retention in developing countries. Therefore, Sarwar et 
al. (2012) propose that customer trust influences customer loyalty and customer retention, 
particularly in developing countries. Cause related marketing, such as the initiatives of a 
business to make a positive contribution to society, moderates the relationship between 
customer trust and customer loyalty. Therefore, Figure 3 presents a model exploring the effect 
of customer trust on customer loyalty and customer retention. 
 
Figure 3: A model exploring the effect of customer trust on customer loyalty and 
customer retention 


Source:  Sarwar et al. (2012) 
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Sarwar et al. (2012) proposed a model to determine customer loyalty in developing countries. 
Chinomona and Sandada (2013) presents a conceptual model that depicts that customer 
satisfaction and customer trust influences customer loyalty, with specific reference to the 
South African context. Furthermore, this model illustrates how customer loyalty affects the 
intention of customers to make repeat purchases in a business. In other words, Chinomona 
and Sandada (2013) argue that the trusting beliefs of customers in the business increases 
customer loyalty levels, which eventually affects their re-purchase intention. The authors’ 
conceptual framework for delivering services that achieves customer satisfaction, which can 
create trust and loyalty, is presented in Figure 4. 
 
Figure 4: A conceptual framework for delivering services that achieve customer 
satisfaction, which can create trust and loyalty 
 


 
Source: Chinomona & Sandada (2013) 
 
The models discussed in this section represents significant research in the understanding of 
the factors that influence customer loyalty. As can be deduced from the discussion, most of 
the models have been empirically validated in various studies to understand customer loyalty 
in the social sciences discipline. In this study, these models will be used as a premise to 
explore customer loyalty in South African family and non-family owned businesses. 
 
4. RESEARCH OBJECTIVES 


 
The primary objective of this study is to develop a model to explore customer loyalty in South 
African family-owned businesses and non-family owned businesses. 
 
To give effect to the primary objective, the following secondary objectives are deemed to be 
important: 
 
• To provide a literature review on the definition of customer loyalty and to explore the 


general models used to investigate customer loyalty. 
• To review the models used to explore customer loyalty specifically in family-owned 


businesses and non-family owned businesses. 
• To propose a model that can be used in both family-owned businesses and non-family 


owned businesses to explore customer loyalty. 
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5. RESEARCH METHOD  
 
To enable the development of a model to explore customer loyalty in family and non-family 
owned businesses, it is important to review existing models critically. With this in mind, a 
desktop secondary research approach was followed in this paper. To develop a proposed 
model, a study of the literature was undertaken. Desktop research is also known as secondary 
research (Hague & Wilcock 2015) and is regarded as a relatively new tool in market research. 
It means analysing already existing information from various sources that other people have 
gathered through primary research regarding a given problem. It is also referred to as a 
literature study which pertains to a systematic process with a view to identify the existing 
body of knowledge on a particular topic (Collis & Hussey 2014:76; Bryman & Bell 2011:94). 
This body of knowledge can be in a quantitative or qualitative form and is disseminated 
through various types of publications (Collis & Hussey 2014:76). The underlying purpose of a 
literature study is to collect as many resources that is reasonably possible, to comprehend the 
subject matter and methodologies used in previous research, thus providing the researcher 
with an analysis of what is already known about the phenomena of interest, so that the 
researcher is able to identify gaps and deficiencies in the body of knowledge (Collis & 
Hussey 2014:76; Bryman & Bell 2011).  
 
The information obtained in this paper was acquired from secondary sources. Secondary 
sources can be described as data collected from an existing source such as: e-resources, 
research reported in books, articles in journals, conference papers and reports, books on the 
topic and the methodology used, and coverage of business topics in professional journals 
(Collis & Hussey 2014:76; Bryman & Bell 2011). Secondary sources in this study were 
sought by undertaking a national and international data search using all the available 
resources of the Nelson Mandela Metropolitan University Library. These secondary sources 
include databases such as Sabinet, National library of South Africa (ISAP), SAe Publications, 
EBSCO Host, Dissertation Abstracts and the database of the Family Business Review and 
other journals.  
 
Desktop secondary research can serve as a stand-alone research technique, or as the initial 
stage of a study and a precursor to primary research (Jesson & Matheson 2011:10). Desktop 
research can thus serve as preliminary research and can help to clarify the goals of the 
primary research to follow, as is the case in this study (Jesson & Matheson 2011:10).    
  
6. RESULTS 


 
A number of models have been suggested and tested on investigating employee satisfaction, 
financial performance, succession planning, strategic management and stewardship and 
stagnation in family and non-family owned businesses (Miller, Breton‐Miller & Scholnick 
2008). However, a limited amount of studies focused on comparing customer loyalty in 
family and non-family owned businesses. There are even fewer studies which have paid 
specific attention to South African customers and their perceptions of loyalty in family versus 
non-family owned businesses.  
 
In a study conducted in the United States, Orth and Green (2009) examined how customers 
perceive and relate to family-owned grocery stores and non-family owned grocery stores. The 
study assessed customer loyalty in terms of the image of a store, trust and satisfaction. The 
findings of the study reveal that customers evaluate family businesses better in terms of the 
services provided, benevolence of their frontline employees and the problem-solving 
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orientation of the business. However, customers perceived that family businesses have a small 
variety or selection of products and customers also indicated that they do not perceive value 
for money for products purchased from family businesses. Furthermore, the results indicate 
that there is greater customer trust in family business management policies and practices, 
frontline employee trust and customer satisfaction than in non-family owned businesses, but 
there are no differences in customer loyalty. A South African family business survey 
conducted by PricewaterhouseCoopers (2012) argues that family businesses are notable for 
their strength of culture and values, and this belief often grows stronger with time in the 
minds of customers. Many South Africans believe that family businesses attract more 
customers as they are closer to their customers and have a more personal relationship with 
them (PricewaterhouseCoopers 2012). The aforementioned information indicates that there is 
a need to probe South African customers’ perceptions of loyalty in family and non-family 
owned businesses.  Figure 5 depicts the proposed model by Orth and Green (2009) to 
investigate customer loyalty in family versus non-family owned businesses in the United 
States. 
 
Figure 5: A proposed model to investigate customer loyalty in family versus non-family 
businesses 


 


Source: Orth & Green (2009) 
 
Although the study by Orth and Green (2009) is the most dominant study on assessing 
customer loyalty in family and non-family owned businesses, this study neglects key issues 
that are important in determining customer loyalty in the South African context. Several 
South African studies have been conducted to determine customer loyalty. However, these 
studies have focused on specific industries, such as the financial services industry and from 
different business perspectives, such as investigating customer loyalty in a franchise setting. 
(Du Plessis & Roberts-Lombard 2013; Oni & Fatoki 2013; Beneke, Adams, Demetriou & 
Solomons 2011). These models have identified various factors influencing customer loyalty 
deemed to be important in the South African context. Such factors include trust, customer 
satisfaction, conflict handling, customer relationship management, two-way communication, 
commitment and supplier/store image. Yet, a model proposing the factors that influence 
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customer loyalty in South African family and non-family owned businesses remains 
unexplored.  
 
6.1 Proposed model 


 
From the review of the models used to conceptualise customer loyalty, a few deductions can 
be made.  As can be seen from the results of the review of the literature on customer loyalty, 
in general, and customer loyalty in family and non-family owned businesses, a number of 
variables have been found to affect customer’s perceptions of loyalty.  The most notable 
effect on loyalty is the customer’s feelings, awareness and attitudes. As previously mentioned, 
a number of variables that have proven to be successful in explaining customer loyalty from a 
South African perspective, have not been included in a model used to explain customer 
loyalty for family and non-family owned businesses. While some research has already been 
conducted to understand customer loyalty in businesses, the findings are inconclusive, and it 
would seem that many variables have not been considered. Figure 6 shows the proposed 
model to determine customer loyalty in family versus non-family owned South African 
businesses. 
 
Figure 6: A proposed model to determine customer loyalty in family versus non-family 
owned South African businesses  
 


 
Source: Researchers’ own construction 
  
As can be seen from Figure 6, a more extensive model to explore customer loyalty in both 
family and non-family owned businesses is proposed. The independent variables are 
suggested, and include: 


 
a) Trust 


 
According to Berndt and Tait (2014:29), trust refers to the expression of confidence that 
occurs between parties in the exchange that they will not be harmed or put at risk by the other 
party’s actions. Trust is therefore perceived as a critical factor in establishing a relationship 
with customers, as a customer will attempt to evaluate a business’s trustworthiness before 
committing to business transactions (Hartman 2010:42). In order for customers to commit to 
business transactions, customers need to trust the operations as well as the products/services 
of both family and non-family owned businesses (Roberts-Lombard et al. 2014; Chinomona 
& Sandada 2013; Sarwar et al. 2012). If customers perceive the businesses to be trustworthy, 
this may influence their intention to maintain a relationship with the family or non-family 
business. Therefore, trust can influence customer loyalty. 
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b) Commitment 
 
Commitment is “the belief that the importance of a relationship with another is so significant 
that it warrants maximum effort to maintain it.” (Berndt & Tait 2014:29). In simpler terms, 
commitment refers to the customer being motivated to stay with an organisation (Roberts-
Lombard et al. 2014:29). Commitment is therefore an important ingredient in maintaining 
relationships with customers (Van Tonder & Roberts-Lombard 2015; Roberts-Lombard et al. 
2014; Van Vuuren et al. 2012). This study hypothesises that commitment has an influence on 
the loyalty of customers of family and a non-family owned business.   
 
c) Conflict handling  
 
The literature stipulates that conflict handling forms an important part of managing 
relationships with customers. Ndubisi & Wah (2005:546) refer to conflict handling as the 
ability of a business to reduce the negative consequences of potential conflicts. Conflict 
handling encompasses the ability of the business to avoid potential conflict scenarios, to 
resolve manifest conflicts prior to them becoming problems, and the ability to discuss 
solutions in an open manner when problems do arise. The manner in which conflicts are 
managed will ensure either customer loyalty, a customer’s exit or the customer voicing their 
concerns or grievances relating to the business. (Du Plessis & Roberts-Lombard 2013; Oni & 
Fatoki 2013). 
 
It can be deduced that the way a business manages conflict with its customers will influence 
whether customers are willing to maintain a relationship with the business, and ultimately 
become loyal customers of the family or the non-family owned business. 
 
d) Two-way communication 
 
Communication is important, especially in the early stages of the relationship with the 
customer, as an organisation wants to build awareness and convince interested customers to 
make a purchase (Du Plessis & Roberts-Lombard 2013:2). Rootman (2011:185) states that 
communication is not only about conveying a message, but that there also needs to be an 
understanding between the parties involved in order for the communication to be effective. 
Communication should inform a dissatisfied customer as to what the organisation is doing to 
rectify the source of dissatisfaction.  
 
Strachan (2010:49) concurs with this statement by arguing that customers need to trust that if 
they have a problem, they are able to communicate this with the business without the 
possibility of negative reactions. The business too needs to trust that they can be honest and 
communicate any updates or news, be it positive or negative, with the customer. 
 
Baron and Kenny (1986:1174) explain that a moderating variable is a variable that affects the 
direction and/or strength of the relation between an independent or predictor variable and a 
dependent or criterion variable. This study hypothesises that two-way communication will 
have a moderating affect when determining the factors that influence customer loyalty 
namely, trust, commitment and conflict handling. 
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7. CONCLUSIONS AND RECOMMENDATIONS  
 


This study has focused on the development of a model to explore customer loyalty in family 
and non-family owned businesses in South Africa. Customer loyalty was defined as the 
positive attitude displayed by a customer towards the products and/or the services of a 
business. This positive attitude extends to the intention to makes use of and re-use the 
business in the future and to actively recommend the products/services of the businesses to 
others. A number of models were discussed that relate to customer loyalty in general. 
Thereafter, an existing model used specifically in family and non-family owned businesses 
was presented and the findings elaborated on. After critically analysing these models, it was 
concluded that the models used to explain customer loyalty in family and non-family 
businesses neglected a number of variables that have been proven to be important in the South 
African business environment. Thus an extended model has been proposed. According to this 
proposed model, a customer’s trust and commitment to the business will influence their 
loyalty to the family/non-family business. In addition, the way in which a business manages 
any conflict that may arise will also influence a customer’s loyalty to the business. The 
relationships mentioned above may be moderated by two-way communication.  
 
The researchers recommend that models from other disciplines be explored in order to gain a 
greater understanding of the factors and elements that impact customer loyalty regardless of 
the type of business. Finally, it is recommended that the proposed model mentioned in this 
paper be empirically tested by means of a quantitative study.   


 
8. LIMITATIONS AND FUTURE RESEARCH 


 
When considering the limitations of the study, it is important to note that although this study 
focused on providing an extensive literature overview on the factors that influence customer 
loyalty, it may be possible that other factors influencing customer loyalty in family and non-
family owned businesses exist. These variables are to be identified in future studies. 
 
Future research of a quantitative nature should endeavour to incorporate a sample that is of a 
random nature to allow for the results to be generalised to the whole population and in so 
doing provide a broad picture of the perceptions of South Africans on customer loyalty. 
 
As a final conclusion, it is evident that this study is valuable in that it provides clear insight on 
the importance of determining customer loyalty for both family and non-family owned 
businesses. The link between all the factors (trust, commitment, conflict handling and two-
way communication) in family and non-family owned businesses, are to be considered in 
future research. In addition, the study led to the construction of a model to be tested in a 
future study, in order to gain knowledge with regards to how South African businesses can 
improve customer loyalty, which may ultimately lead to improved business performance. This 
study adds to the debate and literature on improving customer loyalty, specifically in South 
African businesses. 
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Socially-oriented Entrepreneurial Intentions: Adapting Intention Model into Social 
Entrepreneurship 
 
Abstract 
 
Entrepreneurial opportunities and intentions play an important role in entrepreneurship process. 
Despite the recognition that entrepreneurial opportunities are at the center of the entrepreneurship 
process, entrepreneurial intention models have not included them explicitly as variables. Through 
regression analysis, we extend the theory of planned behavior into social entrepreneurship. The 
results show that attitude towards social entrepreneurship and perceived entrepreneurial 
desirability enhance socially-oriented entrepreneurial intentions. Moreover, attitudes towards 
social entrepreneurship are positively impacted by altruism, while perceived entrepreneurial 
desirability is driven by intrinsic and extrinsic reward. The results of the study imply that it could 
be a time to integrate entrepreneurial opportunities into intention models, and that we need to 
address the conflict between work values.  
 
INTRODUCTION 
 
Entrepreneurial opportunities have an essential role in entrepreneurship theories, since 
entrepreneurial action occurs through discovery, evaluation and exploitation of an entrepreneurial 
opportunity (Shane & Venkataraman 2000). Within the context of entrepreneurial opportunities, 
future contributions regarding entrepreneurial opportunities have been suggested to come from 
three research areas, namely sustainable development as well as social and environmental 
entrepreneurship (Shepherd 2015). Although entrepreneurial action is preceded by formation of 
entrepreneurial intentions, the most often used entrepreneurial intention models, the theory of 
planned behavior (Ajzen 1991) and the theory of the entrepreneurial event (Shapero & Sokol 
1982; Kruger 1993), have not explicitly included the role of entrepreneurial opportunities in 
intention formation (Brännback et al. 2007). Simultaneously, the emergence of different forms of 
entrepreneurship has turned attention towards the drivers of entrepreneurial intentions (Fayolle et 
al. 2014). These drivers have been previously thought to be mainly economic, but in contrast, the 
primary focus in social entrepreneurship is on social value creation (Seelos & Mair 2005; Zahra 
et al. 2009; Fayolle et al. 2014). Despite the transition in the field of entrepreneurship, there is 
only limited evidence on how the roles of different values and motivations vary across 
entrepreneurship types (Carsrud & Brännback 2011; Fayolle et al. 2014; Lumpkin et al. 2013). 
Moreover, there is only limited empirical evidence about intention formation in the field of social 
entrepreneurship (e.g. Mair & Noboa 2003; Nga & Shamuganathan 2010), while simultaneously 
interest towards entrepreneurship type -specific intentions has been raised (Liñan & Fayolle 
2015). A call for research connecting an entrepreneurial opportunity and an individual has been 
proposed by Busenitz et al. (2014). Particularly, the future contributions should focus on why 
some teams and individuals are better at making connection between seemingly unrelated pieces 
of knowledge, and thus discovering and exploiting entrepreneurial opportunities (Baron 2004; 
Busenitz et al. 2014). On the other hand, the prior entrepreneurship literature has focused on the 
individual discovering entrepreneurial opportunities and modes of organizing (Busenitz et al.  
2014), and less attention has been paid to why individuals recognize and exploit some 
opportunities (and not others)?  







The goal of the research is to examine the socially-oriented entrepreneurial intentions. In 
particular, we aim at extending and adapting the existing intention models to include 
entrepreneurial opportunity and its dimensions by bringing them into the context of social 
entrepreneurship. Within this framework, two focus areas need to be considered. First, the 
research focuses on the impact of work values and self-efficacy on the antecedents of 
entrepreneurial intentions, namely perceived entrepreneurial desirability and feasibility as well as 
attitudes towards social entrepreneurship. Second, the research examines the role of the latter 
three in formation of socially-oriented entrepreneurial intentions.  The paper proceeds to 
discussion about entrepreneurial intention models and hypothesizes about the adopted social 
entrepreneurial intention model. Next, results are presented, following the discussion that 
highlights the key results. Lastly, the paper acknowledges the research limitations and proposes 
areas for future research. 
 
ENTREPRENEURIAL INTENTION MODELS AND ENTREPRENEURIAL 
OPPORTUNITIES 
 
Entrepreneurial intentions are a key to understanding entrepreneurship, since the desire to start or 
own a business is described by entrepreneurial intentions (Krueger et al. 2000). Additionally, 
entrepreneurial actions have been most precisely predicted via entrepreneurial intentions (Liñán 
& Chen 2009; Peterman & Kennedy 2003), which, in turn, occur through attitudes towards 
entrepreneurship (Krueger et al. 2000). Attitudes as well as beliefs and values are examples of 
psychological properties that together with cognitions and demographic characteristics impact 
entrepreneurial intentions and the subsequent process of venture creation at individual level 
(Shook et al. 2003). The prior entrepreneurship literature has proposed several models for 
entrepreneurial intention formation, although two theories have been more widely used than 
others (Fitzsimmons & Douglas 2011): theory of planned behavior (TPB) by Ajzen (1987) and 
Shapero’s (1982) model of the entrepreneurial event (SEE). In TPB, entrepreneurial intentions 
are impacted by attitude-toward-the-act, subjective norms and perceived behavioral control, 
while in the SEE perceived feasibility, propensity to act and perceived desirability affect 
entrepreneurial intentions (Krueger et al. 2000). Another concept describing an individual’s belief 
in his/her ability to become an entrepreneur is entrepreneurial self-efficacy (Chen et al. 1998). In 
their intentions model, Krueger and Brazeal (1994) treat self-efficacy and perceived feasibility as 
parallel. Moreover, perceived behavioral control, feasibility and self-efficacy have been proposed 
to essentially describe the same issue, perception about ability to perform a given task (Liñan et 
al. 2011). Similarly, attitude-toward-the-act and subjective norms have been suggested to 
correspond to perceived desirability (Krueger et al. 2000). 
 
Similarly as entrepreneurial intentions, entrepreneurial opportunities, are at the center of 
entrepreneurship (Alvarez & Barney 2006; Shane & Venkataraman 2000). Following the 
discovery view (Shane & Venkataraman 2000), identification of entrepreneurial opportunities 
together with an individual identifying them are essential conditions for the entrepreneurship 
process. Entrepreneurial opportunities are defined as “those situations, in which new goods, 
services, raw materials, and organizing methods can be introduced and sold at greater than their 
cost of production” (Casson 1982). An individual can generate entrepreneurial profit, if and only 
if he or she identifies an opportunity and recognizes that is has value. Despite the significant role 
of discovery, the individual must also decide to pursue the opportunity. (Shane & Venkataraman 
2000) Similarly to discovery, also exploitation of an entrepreneurial opportunity depends on the 







characteristics of an individual and an entrepreneurial opportunity (Venkataraman 1997).  
Entrepreneurial opportunities differ in terms of their characteristics (Shane & Venkataraman 
2000), and individual differences in how attractive each characteristic is perceived impact the 
evaluation and discovery of entrepreneurial opportunities (Baron 2006; Barreto 2012; Gruber et 
al. 2015). The characteristics or attributes of entrepreneurial opportunities have gained some 
attention in the prior entrepreneurship literature. Scholars (e.g. Haynie et al. 2009; Hunter 2013) 
have proposed that entrepreneurial opportunities consist of attributes such as 
innovativeness/newness, economic value potential, degree of uncertainty, and distinctiveness. 
Despite the attention given to the attributes of entrepreneurial opportunities, the identified 
attributes do not reflect the types of entrepreneurship, as it can be seen from the listed attributes. 
Emergence of different types of entrepreneurship, such as social (Mair & Marti 2006) and 
environmental entrepreneurship (Dean & McMullen 2007), has raised a need to revise the 
existing descriptions of entrepreneurial opportunity attributes. More specifically, different types 
of value created, namely social, environmental and economic, have not been included as 
attributes of an entrepreneurial opportunity. 
 
Both entrepreneurial intentions and opportunities have an important role in understanding 
entrepreneurship (Liñán & Chen 2009; Peterman & Kennedy 2003; Shane & Venkataraman 
2000). Although entrepreneurial opportunity and motivations are implicitly assumed to form the 
base, on which entrepreneurial intention models have been built, the idea to include the two 
constructs as variables into intention models has been introduced (Brännback et al. 2007). 
Moreover, the proposed connection between perceived entrepreneurial desirability and feasibility, 
and intentions assumes the recognition of an entrepreneurial opportunity before the formation of 
intentions (Douglas 2013). Shane et al. (2012) have suggested that entrepreneurial opportunities 
could play a role in entrepreneurial process and strengthen the impact that entrepreneurial 
motivations have on opportunity recognition. Since personal values shape individuals’ decision-
making as well as subsequent actions and are connected to attitudes and personality traits 
(Fischer & Schwartz 2011; Jaén & Liñán 2013; Kruger 2003), they also shape the type of 
entrepreneurial opportunity recognized. This notion has been supported by Elfving (2008), who 
found that the type of opportunities recognized by the entrepreneurs is impacted by motivation 
and subordinate goals. Similarly, entrepreneurial intention process is proposed to the connected 
to opportunity recognition, and entrepreneurial opportunities are seen as important for the 
intention formation process (Eckhardt & Shane 2003; Elfving 2008; Shane & Venkataraman 
2000). In particular, the variance in opportunities that entrepreneurs discover seems to be crucial 
to the intention process (Eckhardt & Shane 2003). As a result of the connection between 
entrepreneurial opportunity and intentions, Elfving (2008) has proposed a theoretical context-
specific entrepreneurial intention model, although there is still only limited empirical evidence 
about the connection between the two constructs. The discussion above implies that there is 
connection between the type of entrepreneurial opportunity identified and entrepreneurial 
intentions. Particularly in the context of social entrepreneurship, entrepreneurial opportunities 
and motivations driving entrepreneurial intentions differ from conventional, commercial 
entrepreneurship. Social entrepreneurship focuses on social value creation, and the issues dealt 
tend to be more complex and require innovative approach taking into consideration different 
stakeholders (Austin et al. 2006; Shaw & Carter 2007; Short et al. 2009; Zahra et al. 2009). 
Following the TPB and the findings of Krueger et al. (2000), we propose that social-oriented 
entrepreneurial intentions are impacted by perceived entrepreneurial desirability and feasibility as 







well as attitude towards social entrepreneurship, which, in turn, are affected by general self-
efficacy and work values. 
 
 
ANTECEDENTS OF SOCIALLY-ORIENTED ENTREPRENEURIAL INTENTION 
 
Positive views about entrepreneurship as a suitable employment option are formed through 
evaluation of an entrepreneurial opportunity (McMullen & Shepherd 2006). As a results 
individuals need to assess the adequacy of their skills and abilities (feasibility) to succeed in the 
case of particular opportunity, and the desirability of self-employment over other possible career 
options (Douglas & Shepherd 2000). Perceived entrepreneurial desirability describes a person’s 
degree of attractiveness towards becoming an entrepreneur, and perceived entrepreneurial 
feasibility is the degree of a person’s belief that he or she possess the necessary skills and 
knowledge to become an entrepreneur (Krueger 1993; Shapero & Sokol 1982). The prior 
entrepreneurship literature has provided evidence that there is positive relationship between 
perceived entrepreneurial desirability and feasibility, and entrepreneurial intentions (e.g. Krueger 
1993; Krueger et al. 2000; Liñan & Santos 2007). More specifically, the desirability in the 
context of social entrepreneurship consists of two aspects, attitudes towards social 
entrepreneurship and perceived entrepreneurial desirability. Social entrepreneurship has been 
suggested to differ from conventional, commercial entrepreneurship as a result of focus on social 
value creation (Zahra et al. 2009). As a result, we propose that the entrepreneurial intention 
model in the context of social entrepreneurship should include attitude towards social 
entrepreneurship, since attitudes, which are shaped by value priorities, shape intentions and the 
subsequent behavior (Fischer & Schwartz 2011; Schwartz 1992). Thus, positive views about 
social entrepreneurship together with positive view on entrepreneurship as a career option could 
be positively related to socially-oriented entrepreneurial intentions. Due to the nature of problems 
and challenges attempted to tackle in social entrepreneurship, the odds of successfully solving 
societal issues are perceived to be low or even non-existent (Seelos & Mair 2005), and thus 
perceived entrepreneurial feasibility has been proposed to have positive relationship with 
entrepreneurial intentions (Smith & Woodworthy 2012; Mair & Noboa 2006). Based on the 
theoretical discussion and empirical evidence provided by the prior entrepreneurship literature, 
we propose that perceived entrepreneurial desirability and feasibility as well as attitude towards 
social entrepreneurship shape socially-oriented entrepreneurial intentions. Thus, we hypothesize: 
 
H1a: Perceived entrepreneurial desirability has positive impact on socially-oriented 
entrepreneurial intentions. 
H1b: Perceived entrepreneurial feasibility has positive impact on socially-oriented 
entrepreneurial intentions. 
H1c: Attitudes towards social entrepreneurship has positive impact on socially-oriented 
entrepreneurial intentions. 
 
THE ROLE OF WORK VALUES AND GENERAL SELF-EFFICACY 
 
Work values represent outcomes that individuals are aiming towards through their work (Frieze 
et al. 2006). Moreover, employment choices and work goals are shaped by work values that are 
particular personal values (Jahoda 1981), and they are often divided into intrinsic and extrinsic 
rewards (Ryan & Deci 2000). Extrinsic reward is associated with personal gain, and a person 







with extrinsic work values pursues a work through which he or she can achieve monetary gains, 
power, prestige and status (Twenge et al. 2010). On the contrary, intrinsic reward is connected to 
creativeness, learning, and task-solving. Individuals with intrinsic work values tend to be 
motivated by solving challenging tasks, possibility to be creative and learning new skills (Ryan & 
Deci 2000). The prior literature has recognized other work value types beyond extrinsic and 
intrinsic values: altruistic, social relations, security, and leisure. First, individuals with altruistic 
values are motivated by a possibility to help others and the surrounding society as well as care for 
the environment (Lyons et al. 2010; Twenge et al. 2010). Second, the ability to focus on building 
and maintaining relationships is important to a person valuing social relations (Lyons et al. 2010). 
Third, security as a work value reflects the emphasis that a person puts on the stability of the 
work as well as safety and harmony in the work place (Ros et al. 1999; Twenge et al. 2010). 
Lastly, valuing spare time over work is described through leisure (Twenge et al. 2010).   
 
Work values held by an individual are connected to occupation choices through motivation and 
attitudes. Particularly, values and motivations guide an individual’s decision to become an 
entrepreneur, and as a result of this personal nature of self-employment decision, it is likely to 
vary and take different forms (Jaén & Liñán 2013; Kruger 2003). Since work values describe the 
evaluation of possible ways of action through the desirable goals and behaviors, there seem to be 
a connection between perceived desirability, describing attractiveness of entrepreneurship as an 
occupation option, and work values (Kruger et al. 2000). Particularly, the prior literature 
regarding entrepreneurial intentions have found support that certain work values are associated 
with higher intention levels, while others tend to hinder entrepreneurial intentions. The results of 
Douglas and Shepherd (2002) indicate that individuals with higher entrepreneurial intentions tend 
to be less risk averse and value independence. Similarly, individuals preferring entrepreneurial 
career tend to value security less and innovativeness as well as risk-taking more than those 
aiming to company employment (Brenner et al. 1991). Moreover, power and innovativeness are 
associated with higher entrepreneurial intentions, and thus are connected to higher perceived 
entrepreneurial desirability. Based on the empirical evidence and the values associated with 
entrepreneurship, innovativeness, power and wealth, we proposed the following relationships 
between work values and perceived entrepreneurial desirability: 
 
H2a: Intrinsic reward has positive impact on perceived entrepreneurial desirability. 
H2b: Extrinsic reward has positive impact on perceived entrepreneurial desirability. 
H2c: Security has negative impact on perceived entrepreneurial desirability. 
 
The emergence of different types of entrepreneurship has turned attention towards difference in 
values driving entrepreneurship. Priorities and behaviors are connected to personal values 
(Schwartz 1992), which is reflected in type of entrepreneurial opportunity pursued and attitude 
towards entrepreneurship. In the case of social entrepreneurship, work values are connected to 
attitude towards social entrepreneurship, since they shape the emphasis put on social and 
environmental aspects in value creation and type of entrepreneurial opportunities recognized. 
Particularly, the desire to create social value is essential in social entrepreneurship (Zahra et al. 
2009), and as a result, the role of altruistic values as drivers of behavior towards solving societal 
problems has been highlighted (Dees 2012). Similarly, prior research on entrepreneurship has 
suggested that different altruistic values (universalism, altruism and empathy) are associated with 
higher environmental attitudes (Schultz & Zelezny 1999), the likelihood of opportunity 
recognition in sustainable development (Patzelt & Shepherd 2010), and entrepreneurial intentions 







through perceived desirability and development of altruistic motivations in social 
entrepreneurship (Mair & Noboa 2006; Smith et al. 2010). Similarly, social relations are 
associated with social entrepreneurship. The prior social entrepreneurship research, has 
highlighted the need for social enterprises to build relationships with different stakeholders to 
recognize entrepreneurial opportunities in the surrounding society (Shaw & Carter 2007). 
Moreover, intrinsic reward has been propose to be connected to attitude towards social 
entrepreneurship. As mentioned above, social entrepreneurs deal with issues that are often 
complex, and in which conventional solutions do not work. Moreover, innovation and 
innovativeness have been connected to social entrepreneurship, as a result of this complexity 
(Austin et al. 2006; Short et al. 2009). Thus, this implies that intrinsic reward is associated with 
social entrepreneurship. Although the role of altruistic or prosocial motivation has been 
recognized to be important in social entrepreneurship, individuals still tend to gain something 
from their effort. As a result, prosocial motivation together with intrinsic and extrinsic motivation 
have been proposed to play a role in the recognition and evaluation process of entrepreneurial 
opportunities that tackle societal issues (Shepherd 2015). Despite the recognize role of extrinsic 
reward in social entrepreneurship, the findings of prior literature imply negative relationship 
between extrinsic reward and attitude towards social entrepreneurship. Profit generation has been 
seen as a necessary for social value creation that is the main focus in social entrepreneurship 
(Seelos & Mair 2005; Zahra et al. 2009). Similarly, prior research has found that environmental 
attitudes are negatively impacted by power and tradition (Schultz & Zelezny 1999) Based on the 
discussion above regarding the connections between different work values and attitudes towards 
social entrepreneurship, we propose that altruism, social relations and intrinsic reward are 
positively and extrinsic reward negatively connected to attitudes towards social entrepreneurship. 
Thus, we hypothesize:  
 
H3a: Altruism has positive impact on attitudes towards social entrepreneurship. 
H3b: Social relations has positive impact on attitudes towards social entrepreneurship. 
H3c: Intrinsic reward has positive impact on attitudes towards social entrepreneurship. 
H3d: Extrinsic reward has negative impact on attitudes towards social entrepreneurship. 
 
The level of perceived competence across different contexts is described through general self-
efficacy that is trait-like perception (Chen et al. 2001; Eden, 1988; Gardner & Pierce 1998; Judge 
et al. 1998). In the context of entrepreneurship, the level of general self-efficacy of a person is 
connected to a decision to start a business (Shepherd et al. 2015). Moreover, the perceived odds 
of venture success base on an entrepreneur’s view on his/her level of knowledge and capabilities 
(Guth et al. 1991, in Ardichvili et al. 2003, p. 116) .Particularly, general self-efficacy and 
perceived entrepreneurial feasibility are connected, since perceived entrepreneurial feasibility 
describes the degree to which an individual beliefs he/she can become succeed in becoming self-
employed (Krueger 1993; Shapero & Sokol 1982), and general self-efficacy is about whether or 
not an individual is able to complete a present task successfully (Boyd & Vozikis 1994; Judge et 
al. 1998). Beyond definitional connection, the prior entrepreneurship literature has connected 
perceived self-efficacy to opportunity recognition and optimism (Krueger & Brazeal 1994; 
Krueger & Dickson 1994). In terms of opportunity recognition, higher perceptions about one’s 
abilities to successfully complete tasks are connected to the higher amount of opportunities 
recognized over threats (Neck & Manz 1996). Similarly, individuals with higher self-efficacy 
tend to believe they are more able to reach the set goals (Boyd & Vozikis 1994). Thus, it seems 
that the level of general self-efficacy is associated with the level of perceived entrepreneurial 







feasibility. This notion has particular importance in the context of social entrepreneurship, and 
particularly entrepreneurial intention formation (Mair & Noboa 2006; Smith & Woodworthy 
2012). Due to the complexity and the magnitude of the issues that are attempted to be solved in 
social entrepreneurship, the odds of success are often seen as minimal (Seelos & Mair 2005). 
Similarly, engagement in social entrepreneurship has been proposed to be shaped by self-efficacy 
(Smith & Woodworthy 2012). Based on the theoretical discussion above and the empirical 
evidence, we propose that increase in general self-efficacy has positive impact on perceived 
entrepreneurial feasibility: 
 
H4: General self-efficacy has positive impact on perceived entrepreneurial feasibility. 
 
DATA COLLECTION AND MEASURES 
 
The data was collected via anonymous questionnaires. The first round of data collection occurred 
in March 2015 in Liechtenstein and Austria and the second round in April-May 2015 in Finland. 
Minor changes (spelling and structure) were made to the questionnaire between the two rounds of 
data collection, though the content remained unchanged. To avoid confirmation bias some items 
and intentions scale were reversed. The data sample consisted of 415 university students from 
universities in Liechtenstein (N=81), Austria (N=123) and Finland (N=211). Five percent of 
questionnaires were discarded due to incomplete answers and too high age (>35). This results in 
393 responses. The respondent’s average age is 23 years, which corresponds to the average age of 
university students. 44 percent of the respondents are females and 56 percent are males. 
Respondents are mainly studying in three fields: business (67%), architecture (20%), and 
technology (9%). 32 percent of the respondents have someone in their circle of friends or family 
who is an entrepreneur. 
 
First, the scale for entrepreneurial intentions is mostly adopted from Liñán and Chen (2009), 
while one item “I am going to start my own business within one year of graduation” is adopted 
from Davidsson (1995) and Autio et al. (2001). Second, perceived entrepreneurial desirability is 
measured through scale from Liñán and Chen (2009), while the scale for perceived 
entrepreneurial feasibility is adopted from Kruger (1993), and Peterman and Kennedy (2003). 
Third, the scale for work values was adopted from Twenge et al. (2010) and Dietz et al. (2002). 
Since Schwartz’s value scale (1992) is the base of the both scales, we are confident to integrate 
items from the two scales. The scale includes work values for leisure, security, extrinsic, intrinsic, 
altruism, and cooperation. Similarly to Twenge et al. (2010), we omitted the job centrality items, 
since our sample is similar to the sample in the original study. Fourth, the scale for general self-
efficacy is adopted from Chen et al. (2001). Lastly, since there are only few measurement scales 
for entrepreneurial opportunity attributes and they have not taken into account different types of 
entrepreneurship, we developed a scale for entrepreneurial goal and attitude towards social 
entrepreneurship. Entrepreneurial goal is measured via an Osgood scale asking the respondents 
to evaluate pairs of their ideal entrepreneurial opportunity attributes. Attitude towards social 
entrepreneurship is measured by asking the respondent to rate the importance of social and 
environmental value potential as an entrepreneurial opportunity attribute. Summated scales were 
constructed for work values, social entrepreneurial goal, general self-efficacy, perceived 
entrepreneurial desirability and feasibility as well as entrepreneurial intention.  
 







The summated scales were created based on principal component analysis, and the composition 
of items in each scale based on communalities, MSA values and cross-loadings. All the 
Cronbach’s alphas are above .6, and all except one are above .7. This implies that the scales have 
internal consistency, and thus they can be considered reliable. (Hair et al. 1998: p. 118) The two 
self-developed measures, social entrepreneurial goal and attitudes towards social 
entrepreneurship, are internally consistent and can be considered reliable, thus showing promise 
in the way of measuring attitudes toward types of entrepreneurial opportunities as well as 
opportunity-specific intentions. As a result, a measure for social-oriented entrepreneurial 
intentions was created by multiplying measures of entrepreneurial intentions with the social 
entrepreneurial goal. 
 
RESULTS 
 
Through linear regressions, we tested the proposed relationships in the theoretical framework. 
Based on the fit statistics of the models, we can conclude that all the models are significant, and 
the explanation rate varies between .29 and .36 (Table 1). Following the prior entrepreneurship 
literature regarding entrepreneurial intentions, we controlled for age, gender, discipline, country, 
and entrepreneurial background. 
 
Table 1: Linear regression results 


 
Social 


attitude 
Environmental 


attitude 
Feasibility Desirability 


Socially-oriented 
intention 


Intercept 1.94***  1.83*** 1.88*** 1.40**         -3.12 
Altruism 1.05***  1.16***    
Social relations   .17*        -.10    
Intrinsic reward  -.20*        -.11      .83***  
Extrinsic reward  -.35*** -.21**      .38***  
Security      -.46***  
Self-efficacy     .54***   
Feasibility                .36 
Desirability       2.06*** 
Social attitude       .60** 
Env. attitude       .64** 
      
Controls      
Age (standardized)  -.17**        -.03  .17***       .09           -.08 
Gender 
(0=male, 1=female) 


  .27* .24*  -.60***   -.58***            .48 


Discipline  
(0=business, 1=other) 


 -.40**        -.05     -.08      -.02            .65 


Country  
(0=FIN, 1=Alpine) 


  .17         .03   .56***    .63***   3.16*** 


Entrep. Parents  
(0=No, 1=Yes) 


  .07         .09   .34***    .53***           1.28* 


Entrep. other fm 
(0=No, 1=Yes) 


 -.11         .02       .16       .10          -2.11** 


Entrep. Friend  
(0=No, 1=Yes) 


  .15        -.25* .26**       .26             .49 







R2   .34         .38      .31       .35             .36 
Adjusted R2   .32         .36      .29       .34 .33 
F-value 15.65***     18.41***  19.27*** 18.40***   16.66*** 


Significance levels: ***<.01, **<.05, *<.1 
Explanations: Env. =environmental, Alpine = Alpine region, fm=family member 
 
First, age has negative impact on social attitude and positive in perceived entrepreneurial 
feasibility. Second, we detected some gender differences. While females tend to hold higher 
attitudes towards social entrepreneurship, being a male has positive impact on perceived 
entrepreneurial feasibility and desirability. Third, being a non-business student has negative 
impact on attitude towards social entrepreneurship. Fourth, being in the Alpine region has 
positive impact on perceived entrepreneurial feasibility and desirability as well as socially-
oriented entrepreneurial intentions. Lastly, having entrepreneurial parents has positive impact on 
perceived entrepreneurial feasibility and desirability as well as socially-oriented entrepreneurial 
intentions, while having other family members as entrepreneurs has negative impact on socially-
oriented entrepreneurial intentions, and entrepreneurial friends has negative impact on attitude 
towards social entrepreneurship an perceived entrepreneurial feasibility.  
 
The hypothesized relationships concerned the effects of work values and self-efficacy in the 
formation of attitudes and intentions. First, the results of the linear regression analysis show that 
higher level of altruism is associated with more positive attitudes towards social 
entrepreneurship: altruism has positive impact on both social an environmental attitude. Thus, 
hypothesis 3a is supported. Similarly, work value for social relations has positive and partially 
significant impact (.17) on social attitude. Moreover, the impact of social reward on 
environmental attitude is insignificant, thus we found only partial support for hypothesis 3b. 
Contrary as hypothesized, intrinsic reward has negative affect on social attitude and it is not 
associated with environmental attitude, thus hypothesis 3c is not supported. Extrinsic reward has 
negative and significant impact on attitudes towards social entrepreneurship, thus providing 
support for hypothesis 3d. Second, we examined perceived entrepreneurial feasibility. The result 
suggest that higher level of general self-efficacy is associated with higher perceived 
entrepreneurial feasibility, thus providing support for hypothesis 4. Similarly, we find support for 
hypotheses 2a, 2b, and 2c. Both intrinsic and extrinsic reward have positive and significant 
(p<.01) impact on perceived entrepreneurial desirability. Furthermore, the more an individual 
values stability in work (security), the less desirable entrepreneurship is perceived. Third, we 
examined the drivers of socially-oriented entrepreneurial intentions. Attitudes towards social 
entrepreneurship have positive and significant impact on socially-oriented entrepreneurial 
intentions. Thus, hypothesis 1c is supported. Similarly, the results provide support for hypothesis 
1a: perceived entrepreneurial desirability has positive and significant impact on socially-oriented 
entrepreneurial intentions. Surprisingly, we did not detect connection between perceived 
entrepreneurial feasibility and socially-oriented entrepreneurial intentions. As a result, hypothesis 
1b is not supported. 
 
DISCUSSION 
 
In the paper, we proposed that entrepreneurial opportunities should be integrated into 
entrepreneurial intention models. This notion has been voiced in the prior entrepreneurship 
literature, and following the suggestion we aimed to examine the role of attitudes towards social 







entrepreneurship on socially-oriented entrepreneurial intentions. Through regression analyses, we 
found evidence that attitudes towards social entrepreneurship positively influence the level of 
socially-oriented entrepreneurial intentions. The findings of the study contribute to 
entrepreneurship literature in several ways. First, the results on the research regarding the 
combined role of perceived entrepreneurial desirability and attitudes towards social 
entrepreneurship, we are able to find evidence for the proposition to adapt intention models to 
include entrepreneurial opportunities. Thus, we contribute to the entrepreneurship literature by 
proposing a connection between entrepreneurial intention and opportunities. Moreover, the 
results of the research show that both perceived entrepreneurial desirability and attitude towards 
social entrepreneurship have positive impact on socially-oriented entrepreneurial intentions. The 
role of perceived entrepreneurial desirability on increasing entrepreneurial intentions has been 
recognized on prior literature (Douglas & Shepherd 2000; Krueger 1993; Shapero & Sokol 
1982). Contrary to prior literature, we did not detect a relationship between perceived 
entrepreneurial feasibility and socially-oriented entrepreneurial intentions. Similar results of 
insignificant direct effect of perceived entrepreneurial feasibility have been detected in the prior 
social entrepreneurship literature (e.g. Ayob et al. 2013). On the other hand, as the findings of 
Fitzsimmons and Douglas (2013) show, the relationship between perceived entrepreneurial 
desirability and feasibility as well as socially-oriented entrepreneurial intentions might be more 
complex than linear and direct. The results of the scholars suggest that the relationship between 
perceived desirability and entrepreneurial intention is moderated by perceived entrepreneurial 
feasibility. More precisely, the connection between perceived entrepreneurial desirability and 
feasibility is compensatory. 
 
Second, attitudes towards social entrepreneurship are shaped by work values. Altruism is the 
most important work value impacting attitudes towards social entrepreneurship. This result 
follows the findings of prior social entrepreneurship literature, which has connected different 
altruistic values to social entrepreneurship (Mair & Noboa 2006; Patzelt & Shepherd 2010; 
Schultz & Zelezny 1999; Smith et al. 2010). Similarly, as suggested by the prior literature 
(Schultz & Zelezny 1999; Seelos & Mair 2005; Zahra et al. 2009), extrinsic reward has negative 
impact on attitudes towards social entrepreneurship. In terms of intrinsic reward and social 
relations, the two aspects of attitudes towards social entrepreneurship differ. Surprisingly, 
intrinsic reward is negatively connected to only attitude towards social value creation, but the 
relationship is only partially significant (p<.1). Although the prior social entrepreneurship 
literature has connected innovativeness and creativity to social entrepreneurship, the attitude 
towards social entrepreneurship is not enhanced by valuing intrinsic reward to decide about the 
contents of one’s work. Similarly, attitude towards social value creation is enhanced by 
appreciating social relations, although the relationship is only partially significant. On the other 
hand, there is a logical connection between attitude towards social value creation, and emphasis 
on relationship building and maintaining.  
 
Third, the general drivers of perceived entrepreneurial desirability and feasibility are the same as 
proposed by the prior literature. Perceived entrepreneurial feasibility is positively affected by 
general self-efficacy, while intrinsic and extrinsic reward have positive impact on perceived 
entrepreneurial desirability. Security, as hypothesized, has negative relationship with perceived 
entrepreneurial desirability.  The findings of the study imply that more attention should be paid to 
heterogeneity of work values and how these differences impact the formation of socially-oriented 
entrepreneurial intentions. This notion is particularly important in an attempt to raise 







entrepreneurs who are socially- and environmentally-conscious, since altruistic values drive 
attitude towards social entrepreneurship, while intrinsic and extrinsic reward as well as security 
shape perceived entrepreneurial desirability. Especially, the conflicting role of extrinsic rewards 
in attitude towards social entrepreneurship and perceived entrepreneurial desirability should be 
considered. It could very well be, as proposed by the prior literature (e.g. Shepherd et al. 2013) 
that social entrepreneurship is associated with the internal balancing of values, motives and 
perceived capabilities: on the one hand people need earn a living and want to be successful, but 
on the other hand they want to make good over their own benefit. As a result, we need to develop 
ways to help the aspiring social entrepreneurs to balance the value struggle. Lastly, as discussed 
in the paper, entrepreneurial opportunities are the underlying assumption in entrepreneurial 
intention models, although the heterogeneity in entrepreneurial opportunities is not considered in 
the existing models. Although Elfving (2008) has introduced a context-specific entrepreneurial 
intention model that includes both opportunity evaluation and entrepreneurial goal, the idea 
seems not have been accepted in the mainstream entrepreneurial intention literature. To conclude, 
the findings research imply that it could be time to consider adapting the entrepreneurial intention 
models to include and to take into account the variance in entrepreneurial opportunities.  
 
CONCLUSIONS AND FUTURE RESEARCH 
 
The aim of the research was to examine the role of attitudes towards social entrepreneurship on 
socially-oriented entrepreneurial intentions by extending and adapting intention model into social 
entrepreneurship. Through regression analyses, we were able to identify drivers of socially-
oriented entrepreneurial intentions and the antecedents of those drivers. In general, the results 
follow the findings and the relationships proposed by the prior literature. First, several control 
variables play were significant, suggesting differences in terms of country, age, gender and 
entrepreneurial background. Second, altruism has positive impact on attitudes towards social 
entrepreneurship, while extrinsic reward has negative impact. Third, perceived entrepreneurial 
desirability is enhanced by extrinsic and intrinsic rewards, while security has negative impact on 
it. Fourth, general-self efficacy enhances perceived entrepreneurial feasibility. Lastly, socially-
oriented entrepreneurial intention is positively affected by perceived entrepreneurial desirability 
and attitudes towards social entrepreneurship. Surprisingly, we did not detect relationship 
between perceived entrepreneurial feasibility and socially-oriented entrepreneurial intentions. 
Moreover, intrinsic reward has negative impact on attitude towards social value creation. The 
result of the study contribute to the entrepreneurship literature by providing evidence that 
intention models should to be adapted, when examining entrepreneurial intentions in a particular 
entrepreneurial context. Moreover, the result suggest that perceived entrepreneurial feasibility 
does not have direct impact on socially-oriented entrepreneurial intentions. Thus, providing 
support for the suggesting to consider the moderation effect. The findings of the study have 
implications towards educating young people about social entrepreneurship, and how to impact 
their attitudes towards social entrepreneurship. Intrinsic and extrinsic rewards have conflicting 
role influencing the drivers of socially-oriented entrepreneurial intentions: on the one hand the 
two work values enhance perceived entrepreneurial desirability, but on the other hand they hinder 
the desirability of social value creation. Moreover, the findings imply that young adults interested 
in social entrepreneurship are struggling between helping others as well as gaining profits and 
power through their entrepreneurial activities. The research has some limitation, which each open 
up streams for the future research. First, the relationships proposed in this research are limited to 
a particular entrepreneurial context, namely social entrepreneurship. In order to provide more 







support for the proposed relationships, the future research should examine these relationships in 
across different entrepreneurial opportunities that reflect different entrepreneurship types. 
Second, the research is limited to linear relationships and we did not the test the model as a 
whole. The future research should address this. Lastly, the study is limited to quantitative 
research design, and in order to get better understanding of the proposed relationships, a 
qualitative research is needed. 
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Social mission in social enterprises’ growth modes 


ABSTRACT  
High hopes are placed on social enterprise growth, but more detailed knowledge concerning 
how social mission is being operationalized and what kinds of outcomes growth produces is 
needed. This study proposes that social enterprises strive to grow for both social and financial 
purposes, but that their social mission sets conditions for growth strategies and models. 
Notwithstanding their pronounced purpose to create beneficiary value and the need to 
demonstrate social impact achieved, social goals and expected outcomes of growth are poorly 
defined. Consequently, it is suggested that growth modes should be evaluated also from 
stakeholders’ and beneficiaries’ point of view in order to gain more comprehensive insight on 
social enterprise growth process and its outcomes. Data was gathered from seven, growth 
oriented Finnish social enterprises in form of thematic interviews. It was analyzed with the 
help of a tentative framework based on literature review of studies comparing social and 
commercial enterprises and research on social enterprise growth. The study takes steps 
towards an analytic framework suitable for investigating growth in social enterprise context 
and illustrates the benefits of analyzing business activities and interactions between a core 
organization and its partners.  


INTRODUCTION  
Social enterprises are expected to provide solutions for the wicked social problems of 


our time. This creates them strong pressures to successfully scale and institutionalize their 
solutions (Bradach, 2003; Lumpkin et al., 2013; Martin and Osberg, 2007). The literature 
suggests that expanding social impact calls for different strategies and models than increasing 
mere financial gains (Heinecke and Meyer, 2012; Westley and Antadze, 2009). Therefore, the 
purpose of this study is to pave the way for deeper understanding on the modes, that is, 
strategies and models, with which social enterprises seek to disseminate their solutions and 
magnify their social impact. 


Heterogeneity of social enterprise field (Zahra et al., 2009) sets challenges for growth 
research. Some argue that the main challenge social enterprise face is to control the strong 
demand pulling them into expansionary growth path (Austin et al., 2006; Bloom and 
Chatterji, 2009; Perrini et al., 2010), whereas others state that social enterprises are typically 
small, local projects that run into barriers if pursuing to grow (Amin et al., 2002). Time to 
time, growth is woven into the very definition of social enterprise (Martin and Osberg, 2007).  


Consequently, social enterprise growth research is still work in process. Focus is mainly 
on capabilities of the core organization, governance structures that the growth is pursued with 
(Bloom and Chatterji, 2009; Lyon and Fernandez, 2012; Müller, 2012) and characteristics of 
the disseminated innovation (Bradach, 2003; Dees et al., 2004). When compared with firm 
growth literature, much more attention is paid to growth models, in particular to hybrid 
growth models built on collaborative networks and methods of open dissemination 
(MacKelvie and Wiklund, 2010). However, studies describing how social mission is 
operationalised are few (Perrini et al., 2010), and the links between growth modes and 
outcomes of growth are still missing (Clark et al., 2012; Davies and Simon, 2013). 


The expected contribution of this study is to start identifying and exploring those links 
by developing an analytical framework that captures the essential characteristics of social 
enterprise growth process. The article proceeds as follows. First, literature reviews of studies 
comparing social and commercial enterprises and social enterprise growth research are 







conducted to pinpoint the starting points. Next, the qualitative data set gathered from seven, 
growth oriented Finnish social enterprises and a tentative analytical framework are 
introduced. Results of the analysis indicate that growth is seen both as a way to cope with 
prevailing or anticipated challenges and as a mean to contribute to positive social change. A 
wide range of growth strategies and models were identified, both within and across 
companies, and the importance of collaborative networks was evident in most of them. To 
conclude, the study advocates for shifting the focus from organizational or governance 
structure level to that of business activities. In addition, interaction with stakeholders and the 
realized beneficiary value should be integrated into the analysis to link outcomes of growth 
with growth modes.  


SOCIAL ENTERPRISE GROWTH  
Distinctive features of social enterprise growth 


According to the literature, the growth of social enterprises aims primarily at 
magnifying social impact and contributing to social change rather than achieving competitive 
economic advantage for the firm (Dees et al., 2004; Heinecke and Mayer, 2012; Martin and 
Osberg, 2007; Perrini et al., 2010). The question is, whether this is enough to make growth 
process different in social enterprise context? To further explore the potential unique elements 
featuring social enterprise growth, comparative studies of commercial and social enterprises 
will be reviewed.  


The primacy of social purpose is most often referred to as the distinguishing feature of 
social entrepreneurship. However, all kinds of entrepreneurs are known to hold social motives 
alongside the financial ones (Delmar et al., 2003; Douglas and Shepherd, 2000). Therefore, it 
is decisive to investigate how enterprises implement their social mission and whether it is 
visible in the entrepreneurial process of opportunity discovery or creation, evaluation and 
exploitation. To start with, it seems that social mission delineates what kind of opportunities 
are seen as attractive and taken under development (Austin et al., 2006; Shaw and Carter, 
2007; Smith et al. 2014; Zahra et al., 2008). Also, the outcomes of an entrepreneurial process 
depend on the ways in which a mission is operationalized by opportunity development 
process (Gras and Lumpkin, 2012). Thus, the nature of opportunity and opportunity 
development process appear to be intertwined with company’s social mission.  


To make it more concrete, the issue is looked in light of value creation and value 
capture. In commercial enterprises, opportunities are formed and developed in a way that 
ensures sustainable financial profits and competitive advantage for the enterprise (Austin et 
al., 2006; Haynie et al., 2009; Short et al., 2010). Zahra et al. (2008) studied opportunities 
preferred by entrepreneurs seeking to globalize their social venture and suggested that 
opportunities are evaluated based on their capacity to create value outside of the company 
(see also Austin et al., 2006; Shaw and Carter, 2007). The attractive opportunities also 
included elements, such as accessibility of the opportunity to others and an urgency of a social 
need, which make capturing value within company more difficult.  


Although Gras and Lumpkin (2012) lament that, all in all, very little is known about 
how social enterprises develop opportunities, they found some evidence that social 
entrepreneurs tend to favour externally-oriented strategies, for example serving missed 
customers and efficient promoting and marketing, whereas commercial entrepreneurs are 
inclined to use internally-oriented strategies. Further, Smith et al. (2014) managed to form 
links between evaluation process of opportunities and growth models. They studied whether 
the type of social problem and social entrepreneur’s desire for control influence on the growth 
model the entrepreneur is likely to choose. The result was, the more pressing the perceived 
moral intensity of a social problem is, the more prone social entrepreneur is to choose a model 
based on open dissemination, which assumedly is the most efficient way to increase a 







solution’s social impact. Externally-oriented strategies and models of free dissemination do 
not seem as best choices for creating and capturing value within company.  


Another factor that potentially renders social enterprise growth process different is the 
importance of beneficiaries and the multiple roles stakeholders play. Austin et al. (2006) and 
Lumpkin et al. (2013) stress that in social enterprise context, a successful exploitation of an 
opportunity requires that the community recognize the problem at hand as an important one, 
so that they are willing to invest in solving it. Otherwise social enterprise may not be able to 
mobilize the necessary resources. Also in international settings, locally embedded social 
entrepreneurs are important, for they can pave the way for ventures coming from abroad and 
help with legitimacy building (Zahra et al., 2008). Although stakeholders are often referred to 
as vital resources (Austin et al., 2006; Gras and Lumpkin, 2012; Lumpkin et al, 2013), the 
coin has two sides. Social enterprise’s success relies on the allies working for the same goal, 
but at the same time, reaching goal alignment with various constituencies is a difficult task for 
any social enterprise (Austin et al., 2006; Tracey and Jarvis, 2007). Drawing from 
structuration theory, Tracey and Jarvis (2007) concluded that building a sense of reciprocity 
and mutual trust is a precondition for successful social franchise.  


The most decisive difference, influencing on both opportunity discovery or creation 
processes and the role of stakeholders, is that for social enterprises paying customer and 
beneficiary is not necessary the same person. Thus, they must be able to produce customer 
value as any other company, but value for beneficiaries is nonetheless their primary goal. 
(Austin et al., 2006; Gras and Lumpkin, 2012.) Direct beneficiaries cannot always afford to 
pay for the products or services they get, or alternatively the beneficiary value may be 
produced otherwise than via outputs, for example by offering them employment, 
subcontracting or by distribution of profits.  
Social enterprise growth process 


The research on social enterprise growth is fragmented, there is a need to accumulate 
knowledge and form more solid theoretical approaches. Next, some of the central findings are 
revised and reflected on lessons learned offered by firm growth scholars. 


Firm growth research has discovered that the growth orientation of an entrepreneur is 
one of the most decisive factors leading firms to actual growth (Delmar and Wiklund, 2008; 
Wiklund et al., 2009; Wiklund and Shepherd, 2003). However, analysis of individual level is 
claimed to be almost non-existent in social enterprise growth research (Smith et al., 2014). 
Some case studies on European social enterprises suggest, though, that growth aspirations 
stem primarily from entrepreneurs’ social goals (Hynes, 2013; Perrini et al., 2010). 


Also the dynamics of operational environment are known to have a significant influence 
on growth (Wiklund et al., 2009; Wiklund and Shepherd, 2003). In social enterprise context, 
some perceptions are built on assumption that there are various stakeholders who deem the 
solutions social enterprises offer as vital for the society. Therefore, growth opportunities are 
abundant and there is a strong demand pulling these enterprises to rapid growth. The view is 
often accompanied with a concern over whether they are able to reach a sustainable growth 
path and avoid squandering resources. (Austin et al., 2006; Bloom and Chatterji, 2009; Perrini 
et al., 2010; Westley and Antadze, 2009). However, others state that social enterprises are 
typically small, locally embedded projects that run into various barriers if pursuing to grow. 
This vantage point is mostly linked with social bricoleur type of social entrepreneurship 
(Amin et al., 2002; Shaw and Carter, 2007; Zahra et al. 2009). 


If the factors of growth –research stream is still bit on the air, typologies covering a 
wide range of growth models from organizational growth to free dissemination are plenty in 
social enterprise literature. Scaling beyond organizational boundaries is often seen as the most 
effective way to magnify social impact (Bradach, 2003; Martin and Osberg, 2007; Smith et 
al., 2014). Outcomes of such models have not been demonstrated, though (Clark et al., 2012; 







Davies and Simon, 2013). The Table 1 summarizes results from following studies: Dees et al. 
(2004) identified three models for scaling social impact and innovation; dissemination, 
affiliation and branching. Müller (2012) listed five different scaling or replication strategies, 
from which three where add on to Dees et al., namely; joint ventures, licensing and social 
franchising, all of them modes of affiliation. Further, Lyon and Fernandez (2012) divided 
models in three main groups and several subgroups. Also the work of Westley and Antadze 
(2009) concerning models used to distribute social innovations is included.  


TABLE 1 
Summary of social enterprise growth models 


 
Growth models are analyzed predominantly as governance structures, and the role of 


stakeholders is described from the core organization’s point of view. Tracey and Jarvis (2007) 
suggest, however, that outcomes of social franchising depend on interactions between the core 
and its partners. Their observation arises a question to what extent all growth models are 
formed and re-formed within this interaction? Also the more elementary explorations on why 
certain strategies and models were chosen and what are the pros and cons related to them 
seem to be missing. One interesting aspect is the assumed tradeoff between control and 
impact; the more openly an innovation is disseminated, the more impact it creates, and vice 
versa (Lyon and Fernandez, 2012; Smith et al., 2014; Westley and Antadze, 2009).  


The broadest research gap concerns precisely the impact of growth. It appears as if 
positive outcomes were taken for granted; if just the processes, services and the theory of 
change behind them are in place, the desired outcomes will follow (Bradach, 2003; Bloom 
and Chatterji, 2009; Perrini et al., 2010). However, growth implies radical changes for the 
business, changes that may run counter to entrepreneur’s original goals (Wiklund and 
Shepherd, 2003). It can also consume all the resources and, in worst case, decrease an 
organization’s overall impact (Austin et al., 2006).  


METHODOLOGY 
The qualitative data was collected from seven growth oriented Finnish social 


enterprises. The cases were selected among the little over 70 enterprises which have been 


Organizational growth


Lyon and Fernandez, 2012 Maximizing impact of existing provision


Lyon and Fernandez, 2012 Diversification into other services or activities


Lyon and Fernandez, 2012 In-house growth of existing units


Dees et al., 2004; Lyon and Fernandez, 2012; Müller, Starting new units, branching


Acquisitions


Lyon and Fernandez, 2012 Buying or taking over existing organizations or parts of them


Scaling through formalized relationships  / Affiliation


Müller, 2012, Joint venture


Lyon and Fernandez, 2012 Spin out organizations


Müller, 2012; Westley and Antadze, 2009 Licensing


Lyon and Fernandez, 2012; Westley and Antadze, 2009 Social franchising


Lyon and Fernandez, 2012 Kite marks and quality standards


Structured open source methods / Dissemination


Lyon and Fernandez, 2012;  Westley and Antadze, 2009 Training, technical assistance, accredited courses


Lyon and Fernandez, 2012;  Westley and Antadze, 2009 Networks to share good practices


Free dissemination


Lyon and Fernandez, 2012 Providing open source material


Westley and Antadze, 2009 Advocacy and persuasion


Westley and Antadze, 2009 Diffusion like a weed







granted with the Finnish Social Enterprise Mark and who actively pursue growth. Another 
aim guiding the selection was to achieve a sample which would represent the heterogeneity of 
the field regarding industry, ownership structure, organizational form, size and life span. Data 
set includes seven interviews, two secondary interviews and one growth plan in text format.  


TABLE 3 
Summary of the data 


 


 
The analysis was proceeded with help of an analytical framework derived from the 


literature reviews introduced in previous chapters. The framework includes a proposition, the 
Table 1 on growth models and a strategy matrix.  


Proposition: a) Social enterprises use a great variety of growth strategies and models 
extending from organizational growth to open dissemination of their solutions. b) 
Strategies are tailored to increase organization’s social impact, and c) models are often 
featured by a decisive role of stakeholders and built on interaction with them.  


The inspiration for the strategy matrix was drawn from Westley and Antadze (2009) 
who, in turn, modified Ansoff’s (1957) classic product-market -matrix to illustrate the ways in 
which social innovations use market mechanism to extend their impact. The matrix classifies 
strategies according to whether they aim at serving existing or new beneficiaries and whether 
it is to be done by disseminating existing solutions or creating new ones.  


TABLE 2 
Strategy matrix for social enterprise growth 
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Source: Adapted from Ansoff (1957) and Westley and Antadze (2009) 


Company  Age  Size  Owners Social mission Data 


Case A (Ltd.) 
Transcriptions, 
DFA consulting 


5-10  Small 3rd sector WISE, employ visually 
impaired people 


2 interviews of the CEO 
(other secondary) 


Case B (Ltd.) 
Business model 
for care homes 


5-10  Small  Private Promote local 
entrepreneurship, high 
quality care services 


1 interview of the CEO / 
owner and a growth plan 


Case C (Ltd.) 
ICT provider and 
consultant 


0-5  Micro Private Promote more effective 
re-use  


1 interview of the 
CEO/owner and 1 
secondary int. w/ 2 owners 


Case D (Co-op) 
Domiciliary 
services 


10-15  Small Private Provide care services 1 interview of the 
CEO/owner 


Case E (Ltd.) 
ICT solution 


0-5  Micro Private Guarantee rapid access 
to mental health services 


1 interview of the 
CEO/owner 


Case F (Found) 
Multi-industrial  


10-15  Middle-
sized 


3rd sector, 
municip. 


WISE  1 interview of the CEO 


Case G (Ltd.) 
Construction 
contracting  


10-15  Middle-
sized 


3rd sector Develop social housing 
for vulnerable groups 


1 interview of the CEO 


Incremental impact Expansionary impact  


Evolutionary impact  Diversified impact  







The framework was used as a point of departure first guiding the formation of themes 
for the interviews, giving structure for the first rounds of analysis and providing a benchmark 
for grouping the extracts. Finally, the strategies and models identified were placed at the table 
of models and the strategy matrix. 


RESULTS  
Strategy and social impact 


It is assumed that social cause drives growth of social enterprises, and that the goals of 
growth are related with maximizing social impact of their actions and contributing to social 
change (ia. Dees et al., 2004; Hynes, 2009; Martin and Osberg, 2007; Zahra et al., 2008). 
However, the findings suggest that social mission is not necessarily the main driver of growth. 
Most of the interviewees saw growth as a necessity, as a way to cope with challenges posed 
by operational environment. For example, the companies B and D, which operate in social 
and healthcare sector, stated that growth is a precondition for their survival. They felt that 
there is less and less room for small companies in the rapidly polarizing markets. The sheer 
size of public tenders was seen to rule out small businesses in other industries, too. The 
specific growth objectives were often articulated in terms of turnover, cost efficiency or the 
amount of personnel or new units.  


 “The reference requirements are quite tough, only big companies can meet them, you 
might not be able to participate in the competition at all. There is no other alternative 
than to grow” CEO/owner, Case B 


”—so that we have a foothold on several markets. When contracts end or we anticipate 
downturns, we don’t immediately slide back to where we started from.” CEO/owner, 
Case D 


”If it is considered from the point of view of unit costs and other things, the more there 
is work the better and more efficient way it can probably be done, up to a certain point. 
Therefore the growth has an intrinsic value.” CEO, Case F 


Then again, all interviewees had a clear insight on the social goals of their company. 
Worrying about survival of the firm and defining the goals of growth in financial terms is 
perhaps not that surprising if the enterprise is seen as a mechanism to create social value.  


”The growth is our goal in a sense that employment is the important thing. So that we 
are able to employ as much [visually impaired people] as possible.” CEO, Case A 


All in all, the companies seemed to have two different types of social goals which 
influenced on growth varying ways. The ones that touched mostly upon organizations’ 
practices, such as allowing more time for the new units to become profitable and creating 
better working environment for the employees, or its capability to serve existing beneficiary 
groups better via developing services and searching for new possibilities. It appears if these 
inner-circle goals were not so much pushing growth as setting conditions for it. Examples are 
given in the next chapter. 


There were also clearly asserted desires to contribute to a wider social change. Both 
startups, for instance, had developed scalable solutions not only because they were financially 
viable, but for their mission to mend or altogether change the operational logics of their 
respective industries. Same applies to the Case B (see the extract below) and the Case G, 
which develops and expands social housing and de-centralized service models in urban areas. 
Building and creating alternative structures often entails certain volume and scalable solutions 
(Zahra et al., 2009).  







”We want to be creating solutions to problems concerning housing of special groups. 
Municipalities have no resources, the clients cannot afford to pay, and yet there is a 
certain need for 24 hour support.” CEO/owner, Case B 


”In my opinion the scalability is wide, we can be involved in changing people’s 
behavioral patterns.” CEO/owner, Case C 


The roles of growth strategies 
Scholars see strategies important for various reasons. They are considered to assist 


social enterprises to avoid hazards of unsustainable growth (Austin et al., 2006; Bloom and 
Chatterji, 2009), prevent mission drift (Smith et al., 2013) and to support enterprises’ social 
mission by helping them to produce the expected outcomes (Wei-Skillern et al., 2007). 
However, even though the interviewees from the companies B and F felt that there is a strong 
demand for the solutions they offer, it does not pull them into a steep growth path. There are 
no turnkey opportunities, quite the opposite, they need to be worked with, and their 
exploitation requires resources, suitable partners and ability to take risks, among others.  


The findings suggest that environmental dynamics, such as structure of the markets, 
public policies and general economic downturn were reflected especially on strategies tailored 
to enter new markets with existing solutions. Markets were considered as attractive if they 
had a big enough or growing customer potential, favorable local administration and better 
still, if the company was among the first ones to enter those markets. These elements support 
creating and capturing value within the organization (Haynie et al., 2009; Short et al., 2010; 
Zahra et al., 2008).  


”If one is first to enter a market or is the only one, it obviously gives a competitive 
advantage.” CEO, Case D 


”With the existing model it would be hard to reach profitability in Finland --- volumes 
are so small after all, --- but we seek to enter international markets with the scalable 
model.” CEO/owner, Case E 


On the other hand, the interviewees expressed a firm intention to settle down to the new 
locations and develop activities there in the long run. No quick profits were expected, both 
social and health sector entrepreneurs stated that it takes from two to three years for a new 
unit to gain profitability. Often the market entry was realized or expected to be realized with 
the help of local partners, including the option to share ownership with them. Thus, an 
opportunity’s potential to create and capture financial value solely for the core organization 
was not operationalized to the maximum by any of the cases.  


The danger of mission drift caused by growth was recognized and taken into account by 
several companies. The CEO and owner of the Case E remarked that they constantly, 
throughout the development process, evaluate the effects their plans and decisions have on the 
problem they solve. Especially the work integration social enterprises (WISEs), Case A and F, 
struggled with tendencies tearing them into different directions. As for the Case D, 
exploitation of growth opportunity which entailed a change of industry it mainly operated in 
meant that it was no longer able to meet the target rate of employing disabled or long term 
unemployed people stipulated by the Finnish law on WISEs. Thus, growth discarded a part of 
its social mission and possibly led to a mission drift (Smith et al., 2013). 


”The requirements are new within this new business, --- we have to think about the 
whole employing disabled people thing again, will we find them?” CEO, Case A 


”There is a kind of paradox here, when talking about growth orientation --- if we 
wanted to pursue growth, we would seriously consider whether we should digitalize or 
robotize all of our production --- with that we run into a stone wall fast, also regarding 







our know-how. It is hard to find users for CNC lathe among our clients [refers to the 
employees].”  CEO, Case F  


With the exception of the Case D, the social goals ruled out the kinds of growth 
opportunities and strategies that could have led the company too far from its social mission 
and the interest of its beneficiaries. A solution that is appreciated by the beneficiaries as a 
superior way to solve their problem or enhance their situation is not necessarily the most 
profitable one.  


”The decentralized service model weakens our housing business, because the level of 
subsidies goes down the less institution-like we are, which is absurd. So certain actors 
within the business build colossal institutions because the subsidies are so high.” CEO, 
Case G 


”It [the service] could be developed as an exclusive service for certain customers, a 
high profile service of top end psychologists and therapists for high income people. --- 
It might be more profitable than the existing service.”  CEO / owner, Case E 


In some respects, the social mission, and especially the inner-circle social goals, 
diminished company’s competitive aggressiveness as Lumpkin et al. (2013) suggested. 
Although almost all interviewees said social mission does not have an influence over the 
growth strategy or model when asked directly, in the course of interview came up that they 
were, for instance, unwilling to press prices low enough to participate in certain 
procurements, because it would jeopardize their development activities and employment 
policies or lead to a sale of their beneficiaries, as the CEO of the company F described one 
situation.  
Strategy choices 


The strategies were analyzed and classified with the help of the strategy matrix. Primary 
strategies are the ones either already in use or planned to be used in the very near future and 
which the enterprises invest most in. Secondary strategies are typically plans for longer time 
horizon and encompass more uncertainties, or they form quite a small part of the companies’ 
actions. The Table 4 summarizes the different kinds of impacts that the cases pursue to create.  


TABLE 4 
The case companies’ strategies 


Impact Case A Case B Case C Case D Case E Case F Case G 
Incremental s     P  
Expansionary  P P P&s P P P 
Evolutionary  s  P s  P 
Diversified P P&s    s s 


       P = primary strategy, s = secondary strategy 


A primary strategy for six out of seven cases was to expand the existing solution, 
service concept, business model or technological solution, into new regions. Pursuing this 
strategy seemed to require searching and discovering suitable market conditions and finding 
ways to gather the resource based needed to exploit the opportunity. For some, this strategy 
offered a more secure way to grow, whereas for others, expansion to international markets 
gave a possibility to be more creative. From beneficiaries’ point of view, these strategies are 
likely to produce expansionary impact.  


“In three years most recycling centers are already on board.” Case C 


”It is the geographical thing. That is, in principle we would try to do what we do now --
- then the risk related with know-how like disappears, --- but the environment changes.”  
CEO, Case F  
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”A big driver why to go abroad is that Finland is so over-regulated that you cannot 
provide anything but basic bulk, which does not work.” CEO/owner, Case B 


Different kind of strategies and processes were apparent, as well. These strategies were 
pursued with iterative development processes of trial and error, and the outcomes seemed to 
be a whole less predetermined compared with the expansionary strategies. Customers’ 
readiness to pay was tested along pilots, and the intention was to replicate the new solutions if 
proven viable.  


These strategies served many ends: Serving better the existing beneficiaries by creating 
evolutionary impact - for example the Case G got some of the new initiatives, such as family 
clubs or a soup day for elderly people living nearby, from the beneficiaries and employees. 
Moving to new industries in case of companies B and F. Case D, on the other hand, sought 
ways to reach more private customers and to turn some of their beneficiaries also as paying 
customers by developing complementary services for them. From the Case F’s point of view, 
pilots were important for training and evaluating capabilities of their employees. Moving to a 
new industry was seen risky, and advancement by small pilots helped to manage them.  


” --- the factor that definitely has created growth has been the increased know how and 
the confidence that we can manage it [a new business activity]. This wouldn’t have 
happened if we hadn’t taken these steps and suffered losses in the beginning. --- It’s a 
haphazard process to a degree, but so the growth always is ---. The first steps can be 
small and precautious --- the aim to grow follows if the path gets strong enough” CEO, 
Case F 


“Pilot is a magic word for removing any obstacle --- I tell people: is someone’s health 
compromised, is such a crime committed that puts you in jail for over half a year? No. 
Well, what are we still thinking about?” CEO, Case G 


Next, two exemplary strategy matrixes are produced to illustrate some of the strategies. 
The primary strategies are marked with diagonal lines and the secondary with dots. The Case 
A is an interesting exception in a sense that it is the only company that has created impact for 
altogether new beneficiary groups via growth. Its growth aim was to create more jobs for 
visually impaired people, but it found an opportunity which meant entering into a whole new 
industry, testing and giving consultation on design for all -web solutions. Exploiting the 
opportunity entailed hiring people with other kinds of disabilities, as well. Ansoff called 
strategies that involved tailoring products to a new industry as super-diversification. In social 
enterprise’s case, it is suggested that the prefix is earned by reaching out to new beneficiary 
groups.  


TABLE 5               TABLE 6 
Growth strategies of Case A   Growth strategies of Case B 


 
The Company B pursues to spread out a business model it has conceptualized by 


establishing joint ventures with local entrepreneurs. Its’ another primary strategy is to develop 
and implement a new kind of service model, which would solve the difficult equation of 
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enhancing the accessibility of services by lowering costs, but without compromising the 
quality. Along time, the new model might become as a competitive advantage for the 
enterprise and thus support the first mentioned strategy. Strategies are intertwined, and as they 
are implemented, it becomes increasingly hard to define a point when certain solution 
transforms from a new to an existing one. Same applies to its secondary strategy, which is 
first to try out new products and services, for example a web-store of technological solutions 
useful for care service providers, using the existing network as a testing platform and 
fulfilling their needs, and later on to sell them to other companies as well. Consequently, there 
is a potential shift from evolutionary to diversified impact.  


The boundaries of different types of impacts become even more blurred if the enterprise 
B manages to solve the equation. Then municipalities, which are now paying for the services, 
become as beneficiaries, as well, because implementing the new service model allegedly 
reduces municipalities’ costs via more cost-efficient services and additionally enables some of 
the service users to pay larger part of their services by themselves. To succeed, the Case B has 
to convince municipalities that they should try the model out and possibly support testing and 
developing it further.  


All in all, social enterprises need to prove to their stakeholders that their solution, and 
not just the problem they intend to solve (Lumpkin et al., 2013), is workable and worth to 
invest in. In many cases, potential customers are the ones who can be regarded also as direct 
or indirect beneficiaries.  


 ”It jerked forward, when --- we realized that the door we should knock on was that of 
cities’ heads of employment. When the discussion is opened with pointing out that the 
city of Tampere paid last year 19 million euros worth of sanctions due to unemployment 
and by asking whether they are going to continue doing so, they will listen.” 
CEO/owner, Case C  


Growth models 
Next, the growth models that the case companies use or plan to use will be placed at the 


table presented in a previous chapter.  
TABLE 7 


Growth models of the case companies  


  
            *marked models are already in use 


Case A Case B Case C Case D Case E Case F Case G


Organizational growth


Maximizing impact of existing provision x x*
Diversification into new services or activities x* x* x* x*
In-house growth of existing units x* x x
Starting new units, branching x* x* x*
Setting up subsidiaries x* x*
Acquisitions


Buying or taking over existing organizations x*
Scaling through formalized relationships 


Joint venture x* x x* x
Spin out organizations x*
Licensing


Social franchising x*
Kite marks and quality standards


Structured open source methods 


Training, technical assistance, accredited courses x
Networks to share good practices x*
Free dissemination


Providing open source material x*
Advocacy and persuasion


Diffusion like a weed







The table was slightly modified: Subsidiaries were added in and growth by acquisitions 
was limited to apply on cases where the whole company was purchased to differentiate those 
cases from joint ventures. 


First observation is that a variety of growth modes is indeed in use or planned to be 
used, both within and across firms. The emphasis seem to be on organizational growth 
models. Although hybrid models are widely used, five out of seven companies use or plan to 
use scaling through formalized relationships, few relies solely on them. Potential of hybrid 
models looks big, though. The growth of Case B has been built on expanding the network of 
joint ventures, and it, along with the Case E, plans to use joint ventures as the model for 
internationalization. Case F became recently a franchisee of an international chain, but it is 
also entitled to represent the concept in Finland and aims to franchise it nationwide. Pursuing 
both for this model and yet another plan related with introducing a new way of employing 
special groups in cooperation with nearby cities, have required big investments and bold 
moves from them.  


”If someone is to be punished, I’m willing to be sacrificed --- the impact outweighs the 
risk” CEO, Case F 


Analyzing the importance of structured open source methods and free dissemination, in 
particular, is challenging. They are easier to portray as ways of action and interaction than as 
governance structures. The Case G plans to provide training and other assistance to its 
owner’s member organizations in order to help them forward. It has also shared a description 
of one of the crucial components of its social housing concept via websites. The Case D 
allocates some working hours to participate in a network of changing good practices and 
developing new ways of working. On the whole, the significance of open dissemination 
seems to be quite small at the moment. 


Finally, it was examined whether there is a linkage between growth strategies and 
models. In other words, are enterprises inclined to use, say, hybrid growth models for creating 
certain type of impact. The result of the analysis is shown by the Table 8. It is sorted by the 
column “Impact sought”, which describes what kind of impact do the case companies seek to 
create with their growth strategy. Then, the three latter columns indicate the different models 
which the social enterprise in question applies to create the expected impact. The models are 
the ones introduced in the Table 7, although in some cases the names were shortened.  


 
TABLE 8 


Strategies and models 


 
 


Company Impact sought Model 1 Model 2 Model 3
Case A Diversified Diversification
Case B Diversified Diversification
Case F Diversified Diversification
Case G Diversified Subsidiary
Case D Evolutionary Diversification
Case E Evolutionary Diversification
Case G Evolutionary Max. existing provision Diversification
Case B Expansionary Joint Venture
Case C Expansionary In-house Joint Venture
Case D Expansionary Acquisition Joint Venture Branching
Case F Expansionary Branching Franchising Subsidiary
Case E Expansionary In-house Joint Venture
Case G Expansionary Branching Subsidiary Training
Case A Incremental In-house
Case F Incremental Max. existing provision







Given that creating expansionary impact was suggested to be the primary strategy for 
most of the companies, the role of partnerships is highlighted. Expansionary strategies are 
operationalized mainly by formalized relationships with others or by branching, which in 
many cases involves close collaboration with stakeholders. Local partners are a prerequisite 
for the Case G to expand to new cities and be able to produce the impact. Also for enterprises 
whose solution is just a part in a bigger picture, such as for the Case C and E, growth is either 
altogether impossible or less plausible without partners.  


”It can be stolen, our concept that is. But you cannot copy our owner’s organization. 
You can re-create the business, but how are you going to entice the volunteer potential -
-- so the impact comes from this.” CEO, Case G 


 “We never run a recycling center by ourselves --- we always need there someone local, 
enthusiastic about the cause, who takes it further. --- one slot principle also requires 
that there are some waste companies sharing the risk.” CEO/owner, Case C 


To sum up, when these findings are reflected to the proposition, all parts get some 
support from the data. However, more profound analysis of parts b) and c) requires 
investigating interactions and incorporating vantage point of beneficiaries and stakeholders 
into the analysis.  


Proposition: a) Social enterprises use a great variety of growth strategies and models 
extending from organizational growth to open dissemination of their solutions. b) 
Strategies are tailored to increase organization’s social impact, and c) models are often 
featured by a decisive role of stakeholders and built on interaction with them. 


Regarding interaction between the core organization and partners, the data gives some 
evidences of it. First, the companies are seeking opportunities to share ownership. Five out of 
seven have either already done or plan to do so, which, in practice, means giving decision 
making power to partners. The aim seems to be to gain a critical mass to make a difference. In 
the same spirit, clusters of social enterprises were called for by several interviewees.  


”We are too small, we need broader shoulders --- they can right away buy a share of 
our company” CEO/owner, Case C 


”It vexes me to no end to think of our [a network of similar actors] volume --- that we 
cannot create a sort of decentralized production model. Our visions of where the world 
is heading to are probably different, then. We are afraid of the bigger thing” CEO, 
Case F 


DISCUSSION  
The main contribution of this study are the steps taken towards an analytical framework 


for investigating the ways in which social enterprises seek to disseminate and increase the 
impact of their solutions. The article focuses on strategies and models for the reasons that 
growth modes locate at the intersection of growth process. Investigating them reveals how 
companies operationalize their mission and what kinds of objectives are actively pursued. 
Moreover, growth modes are decisive from the point of view of outcomes of growth (Wei-
Skillern, et al. 2007). As this study implies, the approach can increase our understanding on 
the various roles that stakeholders play in social enterprise growth, because they are closely 
involved in forming and re-forming growth models and contributing to the success of growth. 
Furthermore, studying strategies illustrates the challenges and complexities caused by the 
need to produce both customer and beneficiary value.  


Another potential value of the article concerns the discussion on the level of analysis 
when studying social enterprise growth. Creating and scaling social impact is more directly 
related with business activity than with individual, firm or governance structure level, for the 







significance of the core organization may wither away - Davidsson and Wiklund (2000) state 
that analyzing the growth of business activity entails the possibility that the firm might fail but 
its innovation succeed. As the analysis concerning the models of open dissemination 
illustrated, it is more fruitful to interpret models not just as governance structures, but more 
importantly as structures or patterns of interaction framing the business activities. 


A more practical contribution is linked with classifying and describing growth models. 
According to McKelvie and Wiklund (2010), firm growth research has not been able to 
explain qualitative differences in growth paths, and especially hybrid growth models are 
understudied. Models of open dissemination need further attention in social enterprise 
context, as well. Although advocacy and persuasion, for example, were hard to detect from 
the data, they are intuitively very interesting. The data does not allow drawing solid 
conclusions on the matter, but it gives an impression that those forms of growth pursuits are 
relevant especially for social enterprises that strive for radical changes and thus run into fore-
runners problems. They try to overcome the barriers via publicity, joining in interest 
organizations and committing themselves into lobbying activities. These activities might be 
necessary to achieve the social mission, but what happens to the financial stance of the firm? 


There are pitfalls in the framework, though. First, the temporal dimension is difficult to 
illustrate with the strategy matrix. The relationship between solution, beneficiary value and 
customer value is more complex than anticipated, and the boundaries between customers and 
beneficiaries or between different types of impacts can become blurred over time. As for the 
table of growth models, the categories should be scrutinized more closely and potential 
overlaps be eliminated. Especially models of open dissemination need more attention.  


Another limitation of the study is related with the data, which is comprised of the first 
data collection round and thus lacks longitudinal perspective. It does not allow to follow the 
actual growth path in real time nor survey the realized growth modes. Unfortunately, the data 
set does not entail naturally occurring data, with the exception of one growth plan, so the 
analysis is based solely on the views of CEOs and/or owners. All in all, there are few 
possibilities to focus the analysis on business activities. 
Steps forward 


The purpose is to deal with the entrepreneurial process of growth opportunity 
development more holistically as the longitudinal study proceeds by incorporating the 
perspectives of opportunity discovery or creation and outcomes of growth as more explicit 
part of the framework. Nonetheless, the most important - and perhaps also the most difficult – 
step is to shift the analytical focus more clearly on business activities. Furthermore, business 
activities must be linked with expected and detected impact. A promising linking element is 
the vantage point of beneficiaries. Innovation diffusion literature urges researchers to center 
on beneficiaries, because they view on characteristics of a solution exert influence over how 
rapidly it is likely to diffuse. Beneficiaries are, therefore, involved in enabling successful 
scaling and possible re-invention of the solution. (Davies and Simon, 2013; Rogers, 1995; 
Westley and Antadze, 2009.)  


Same applies to stakeholders. Including their point of view into an equation helps to 
deepen understanding on growth models and to see how the interaction shapes growth 
process. Structuration theory explains how, for example, governance structures exert 
influence on interactions between core organization and its partners and change them. These 
actions and changes, in turn reform the structure. Hence, structuration theory can be used to 
analyze how goal alignment, mutual trust and reciprocity influence on outcomes of growth. 
(Giddens 1984; Tracey and Jarvis, 2007.)  


One methodological idea is to investigate how information on social impact can be used 
to re-evaluate and redefine growth mode by executing participative action research projects to 
promote and facilitate use of social impact measuring. According to my observations, social 







enterprises lack resources to explore and incorporate beneficiaries and/or paying customers 
point of view.  
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APPENDIX 
The framework of the thematic interviews 
Background information 
Social mission 
- What makes you a social enterprise? How would you describe your social goals? 
- Who are you beneficiaries and paying customers? 
- How do you operationalize you social goals by your business activities 
Finances and distribution of profits 
- What kinds of sources of funding you have 
- Have you set any financial goals, profit margins, etc.? 
- Have you set limitations to profit distribution, laid asset locks or any similar means  
- How do you use your profits? 







Previous growth path (if relevant) 
- E.g.: Have you been growth oriented from the start? What launched the growth? Has there 


been periods of rapid growth or setbacks? How does the situation look like just now? 
What kinds of growth models you have used?  


Goals of growth 
- E.g.: Why growth is important for you? What kinds of goals have you set for growth? 


Why those goals were chosen? Have you set any social goals for your growth? if so, do  
you follow them up? Does your social mission limit or set conditions to the way your seek 
growth? 


Growth opportunities 
‐ E.g.: How do you search and recognize growth opportunities? Are the opportunities scarce 


or abundant? Is it up to you to find those opportunities or do they come from outside, as 
well? Have you experienced any pressures from your stakeholders or potential buyers to 
grow? What kinds of opportunities do your look for? What makes an opportunity 
attractive? What drives you away? Who participate in looking for and developing the 
opportunities? What about stakeholders, do you get offers of collaboration? 


Growth strategies and models 
- Eg.: How do you pursue for growth, what kinds of growth strategies do you have? Do 


your primarily seek growth through existing solutions or want to develop new ones? Who 
are the target groups? Do you reach for serving the existing customers better or try to find 
new ones? Do you seek to expand to new locations, what kinds of locations? Who are 
your beneficiaries, who gets benefit out of your growth? Is this reflected into your growth 
strategy? 


What kinds of resources do you need in order to grow? Where do you get them from? 
Stakeholders 
- Eg.: Who are you most important partners regarding growth? What is their role? Why are 


local partners regarded as important? Are there any liabilities in partnerships? Do you 
find goal alignment easy? 


Where do you expect to be in three years from now? 
- What are the critical factors, what has to happen for you to achieve that goal? 


 








Re-start or not? Lessons from business failure. 
 


Abstract 
 


Failure is an intrinsic part of economic life and a proportion of entrepreneurs go 
bankrupt. In Europe 50% of enterprises do not survive the first five years of their life, and the 
European debt crisis continues to shape the failure scene. The insolvency proceeding as a 
consequence of failure is an extreme and hard situation for an entrepreneur. Failure is 
associated to bankruptcy which usually has social stigma. Because of stigmatization the 
consequences of bankruptcy may extend longer than the legal proceedings. Our study is 
ongoing process which and this paper is the first step. The focus of this research is to get better 
understanding of entrepreneurs’ responses to failure and their courage to start again. One 
important theme is more forgiving bankruptcy legislation. We interviewed 6 Finnish 
entrepreneurs who have failed. Our analyses indicated that among Finnish entrepreneurs there 
is lot of negative opinions about forgiving legislation, and social stigma after failure is really 
harsh. Our results of this paper shed light on the next step of our study. The research will 
continue to expand understanding the role of stigmatization in recovery process and deepen 
understanding the relationship stigmatisation and more forgiving legislation. 
 
Keywords: failure, bankrupt, re-start, entrepreneur, small business 


 


1. Introduction 
 


Failure is an important phenomenon in entrepreneurship, it causes consequences for 
individuals, organizations, and society. Affecting not only a company or an organization, a 
business failure may generate social functions and impact on a country’s economic 
performance (Ahn et al. 2000). Recent initiatives at EU level have sought to promote 
entrepreneurship by reducing the harshness of the consequences of personal bankruptcy law. 
In Europe 50% of enterprises do not survive the first five years of their life (European 
Commission 2011). Business failure is not only common with new start-ups, it can easily 
happen to firms of all sizes. Small businesses are exposed to bigger threats because they do not 
have the support of extra finance or resources that larger companies usually have. 


Failure is a harsh reality for many entrepreneurs. Although an entrepreneur is 
recognized in the literature as the most critical factor in the failure of small businesses, business 
failure does not always occur because of problems in one’s own business. Failure can happen 
as a knock-on effect from actions made by other businesses, suppliers, and customers. (Ropega 
2011) Additionally, the European debt crisis continues to shape the failure scene. Business 
failure has an important secondary effect on entrepreneurship: many potential entrepreneurs do 
not start a business because of their fear of the consequences of failure (Levratto 2013). An EU 
initiative has recommended that public authorities should reduce the burden of bankruptcy on 
entrepreneurship and allow a fresh start as a driver for entrepreneurship (European Commission 
2011). The legal consequences of failure typically carries with it also social stigmatization. For 
example after a legal fresh start entrepreneurs often find it difficult to obtain credit (Armour 
and Cumming 2005) even if evidence shows that in Europe honest bankrupts are by far the 
majority, 96% of bankruptcy cases are honest ones (European Commission 2011).  Failure and 
bankruptcy are events that strikes also to the core of an entrepreneurial identity (Shepherd and 
Haynie 2011). These effects mean that entrepreneurs usually have also psychologically 
difficult time after failure. The adverse consequences of failure to an entrepreneur may extend 
for much longer than the formal legal proceedings (Armour and Cumming 2005).   







Despite their setback, failed entrepreneurs still prefer an entrepreneurial career to 
a salaried job after failure. Entrepreneurs learn from their mistakes and those that re-start have 
lower rates of failure and experience faster growth than newly established companies. 
(European Commission 2011; Levratto 2013). Of course, prior failure experience may also be 
an emotional and traumatic experience (Cope 2011; Shepherd 2003) and it does not always 
lead to future success (Green et al. 2003) or learning (Shepherd 2003; Ucbasaran et al. 2010). 
Though existing literature has recognized the importance of how entrepreneurs perceive, make 
sense of, learn from, and respond to failure, more research is needed especially how 
entrepreneurs are ready to start again and what the path to a re-start is. This preliminary study 
contributes a better understanding of entrepreneurs’ responses to failure and their courage to 
start again. Our paper is structured as follows. Section two reviews shortly the literature related 
to failure process, social stigmatization of failed entrepreneur and expected effectiveness of 
more forgiving bankruptcy legislation. Because this paper is just the first stage of our study, 
literature review is written and data was collected in order to get better understanding about 
failure process of entrepreneur. Section three introduces the data collection and the preliminary 
results. Section four provides the evaluation of results leading to the research hypotheses of 
our next research paper. 
 


2. Literature review 
 


Uncertainty is an essential feature of entrepreneurship. While all entrepreneurs are 
interested in success, unfortunately a majority of their firms fail and many end up in 
bankruptcy. Failure is an intrinsic part of economic life and a proportion of entrepreneurs go 
bankrupt. The smaller the firm size, the greater is the change for the firm to go bankrupt. 
Although an entrepreneur is recognized in the literature as the most critical factor in the failure 
of small businesses, business failure does not always occur because of problems in one’s own 
business. Failure can happen as a knock-on effect from actions made by other businesses, 
suppliers, and customers. (Ropega, 2011) The European debt crisis continues to shape the 
failure scene. Small businesses are exposed to bigger threats because they do not have the 
support of extra finance or other resources that larger companies usually have. For example 
they usually have difficulties in attracting the competent personnel, because they cannot offer 
as good carrier opportunities than larger firms (Levratto 2013). The European debt crises 
increases the risk of small firms of being eliminated by a shock, because of this small 
organizational capital (Mueller and Stegmaier, 2015).  


Entrepreneurs who have failed are heterogeneous group. Entrepreneurs with 
failure experience should not be categorized into single failure group that does not separate 
economic business failure from failure to meet an entrepreneur’s own expectations. (Ucbasaran 
et al. 2010) Researchers have attached different meanings to the word failure in their studies, 
for instance according to Ucbasaran et al. 2010, 543 and McGrath 1999, 14 failure is “the 
termination of a venture that has fallen short of its owners goals”. In our paper business failure 
relates to the bankruptcy and liquidation of assets. Business failure set in when firm is 
financially distressed whenever the book value of its assets is less than those of its liabilities 
(Levratto 2013). Shepherd et al. (2009) noted that firm becomes insolvent when there is a 
decrease on revenues or increase on expenses in firms business and firm cannot any more find 
new funding sources. Levratto (2013) defines insolvency as a set of situations of failure such 
as the non-repayment of debts, the inability to pay dividends to the shareholders, the financial 
distress. Even though failure is defined as pervasive and unavoidable episode (Cope et al. 2004; 
McGrath 1999), entrepreneur can sometimes choice whether to liquidate a failing firm or put 
it in bankruptcy. But if the entrepreneur is unable to pay all debts after liquidation, insolvency 
can lead to the beginning of a juridical proceeding.   







Entrepreneurs do not always understand or cannot identify the factors that 
resulted to the failure of their business. There is always uncertainty involved the cause of 
entrepreneurial failure (Ucbasaran et al. 2010). Attribution theory can help in understanding 
the positive or negative causes of outcomes in failure (Shepherd and Patzelt 2015; Zacharakis 
et al. 1999; Yamakawa and Cardon 2015). Individuals explain their own behaviors, actions of 
other people and events in the world through attribution mechanisms (Yamakawa and Cardon 
2015). The causes of failure can be attributed to internal factors (related to failed person, for 
instance a lack of time or skills) and external factors (related to external environment, for 
instance downturn in the economy) (Shepherd and Patzelt 2015; Zacharakis et al. 1999; 
Yamakawa and Cardon 2015). Homsma et al. 2007 identified the core causal characteristics on 
the failure on the two dimensions; causality (internal and external) and stability (stable and 
unstable).  


The legal procedures associated with bankruptcy vary significantly across 
countries. Mostly insolvency rules in different countries considered firm as a bankrupt when 
the court decides that firm is illiquidity or excessively indebted. Bankrupt procedures are 
initiated at the request of creditors or debtors. The insolvency proceeding is an extreme and 
hard situation for an entrepreneur. Personal bankruptcy implies severe legal consequences and 
discharge of remaining debts may take years. In addition to financial losses failure has also 
socio-psychological consequences. Failure and bankruptcy are events that strikes also to the 
core of an entrepreneurial identity (Shepherd and Haynie 2011). These effects mean that 
entrepreneurs usually have also psychologically difficult time after failure. For entrepreneurs 
of firms in distress who know that the consequences of bankruptcy will hurt them personally, 
declare a bankruptcy is likely to be the last thing they have in mind. This means that many 
firms that should not be alive continue to survive (Lee et al. 2011). Whereas Shepherd et al.  
(2009) noted that some delay of business failure may be beneficial. Persistence can help to 
balance financial losses and emotional consequences to maximize the recovery of both 
resources which are necessary for starting-up a new business in the future. 


Some countries provide only limited protection for entrepreneurs of bankrupt 
firms, the most important legal target is to protect creditors’ interests. However, many 
jurisdictions allow failed entrepreneur to obtain a fresh start. After a certain period of time 
bankrupt entrepreneur is permitted to discharge his/her outstanding credit liabilities and get out 
of bankrupt proceeding (Armour and Cumming 2005). According to the results of 
Eurobarometer survey the fear of bankruptcy and losing personal property are the most 
important reasons for not to start a business (European Commission 2003, 11). 


Bankruptcy is associated to failure and the circumstance of being bankrupt or 
having been bankrupt usually have a social stigma. Bankruptcy is reckoned to be as a signal of 
financial irresponsibility or entrepreneur’s dishonesty. Failed entrepreneur are often labeled as 
a loser. Because of social stigmatization the consequences of bankruptcy may extend much 
longer than the formal legal proceedings (Armour and Cumming 2008). Shepherd (2003) 
described stigma as a potentially painful and traumatic experience for entrepreneur. The 
general definition of stigma is a mark of discharge, a stain on one’s reputation (Singh et al. 
2015). Stigma can have a substantive impact on many areas of a person’s life such as income 
and health (Link and Phelan 2001). However, the relationship between culture and the level of 
entrepreneurship activity in terms of the stigma associated with entrepreneurial failure may be 
much more nuanced. For instance the nature of environment in which entrepreneurs operate 
could potentially impact this relationship. For example, if entrepreneurs operate in dynamic 
environments characterized by high failure rates, maybe the stigma associated with failure in 
such environments is less than what would be if these entrepreneurs were operating in a low 
failure rate context. (Damaraju et al. 2001; Armour and Cumming 2008) The stigma and 
public’s harsh evaluation attached to failure may damage entrepreneur’s future interest to start 







a business again (Shepherd and Patzelt 2015). Starting-up a new business usually demands the 
entrepreneur’s own financial resources because after failure it is difficult to find new funding 
sources. After failure entrepreneurs’ personal wealth has diminished because they have 
probably made personal guarantees for the business’ bank loans (Shepherd et al. 2009). After 
personal insolvency entrepreneur’s future income are also available for distribution to past 
creditors. Failed entrepreneur is typically subjected to a range of legal disabilities, being barred 
from obtaining new credit or running a company (Armour and Cumming 2005).  


Armour and Cumming (2005) studied the impact of personal bankruptcy laws on 
entrepreneurship in Europe and North America, and Lee et al. (2011) focused on the impact of 
corporate bankruptcy laws around the world. Both studies found that bankruptcy law which is 
more forgiving and entrepreneur-friendly led to an individual more likely to engage in 
entrepreneurship, whereas Ucbasaran et al. (2010) argued that based on their results, they 
cannot suggest that forgiving bankruptcy law should enable failed entrepreneurs to start a new 
business because all entrepreneurs do not learn from failure. Failure offers opportunities to 
learn but the conditions under which failure is experienced appears to be linked how 
entrepreneur learn (Ucbasaran et al. 2010). All studies where were based on quantitative 
methods. Both studies where the results showed that more forgiving bankruptcy laws 
encourage to entrepreneurship the database were collected from public sources, e. g. World 
Bank, the Organization for Economic Co-operation and Development (OECD), the World 
Health Organization (WHO), and the International Monetary Fund (IMF). Ucbasaran et al. 
gathered their data from a survey of 576 firms. 
 


3. Empirical analysis 
 


For the preliminary empirical analysis we used six cases from Finland representing failures 
from different reasons. It is quite difficult to locate the failed entrepreneurs, and as Zacharakis 
et al. (1999) cited to the previous research of Bruno et al. (1986) even if an entrepreneur is 
identified, he/she is maybe reluctant to talk about the failure.  In the spring of year 2015 we 
interviewed six entrepreneurs who has faced failure. All firms were small, entrepreneurs work 
contribution was significant and firms have operated in Finland. Our primary method of data 
collection was to conduct face-to-face theme interviews with the entrepreneurs. The interviews 
lasted approximately 60-90 minutes, and they were tape-recorded and subsequently 
transcribed. All interviews were conducted in Finnish. The main themes was the reasons for 
failure, what did entrepreneurs learn from the failure, will they (or have they already) start a 
business again and what way they will start and the last theme was related to debt relief (there 
has been recently law reform in Finland, it should reduce the harshness of the consequences of 
personal bankruptcy). Questions were carefully structured in order to reduce response bias. 
Peterson and Ridgway (1985) emphasized the importance of making interviews non-
threatening, the aim is to reduce the negativity of questions in order to reduce response bias. 
After these interviews we were able to expand our understanding what entrepreneurs think and 
feel about their failure processes. Our next step is to collect more data, the idea is to make our 
level of analysis much deeper. 
 
 
 
 
 
 
 
 







Table 1. Characterization of the respondents  
 
Entrepreneur Age Business segment Duration Entrepreneurial


experience 
Current activity 


Respondent 
A 


56 Woodworking 
industry 
and sale 


5 First time Employee 


Respondent 
B 


48 Novelty shop 3 First time Consultant (new 
firm) and student 


Respondent 
C 


47 Food industry 7 First time Employee and new 
firm 


Respondent 
D 


40 Building trade 7 First time New firm 


Respondent 
E 


55 Fashion industry 10 First time Employee 


Respondent 
F 


43 Building trade 12 First time Employee 


 
 
The insolvency proceeding is an extreme and hard situation for an entrepreneur. Personal 
bankruptcy implies severe legal consequences and discharge of remaining debts may take 
years. Entrepreneur’s life will be influenced by the loss of a business on several different way. 
There are economic, social, psychological, and physiological consequences (Singh et al. 2007). 
The effects of the economic aspect on all respondent entrepreneurs’ lives were significant. 
 
 “I lost everything, except debts, they left…” Respondent A 
 
In addition to financial losses failure has also socio-psychological consequences. Entrepreneurs 
in our sample reported also substantive social impact from business loss. One marriage broke 
up after the business failure. 
 


“Everything is gone. Debt burden for several years, I lost my daily work, house, 
and my wife and kids…” Respondent D 
 


Shepherd (2003) noted that there is significant grief to be dealt with when an entrepreneur loses 
his/her business. All six entrepreneurs reported feeling grief over the loss of their business. 
 
 “…firstly I had to close shops, it felt like killing my children.” Respondent B 
 
One entrepreneur reported a social distance from friends, whereas others pointed out their 
meaning on the recovery process. 
 


“Immediately, after failure, friends and entrepreneurial network disappeared.” 
Respondent F 
 
“My husband and friends supported me a lot, even my husband had to pay my 
debts because he made personal guarantees for my firm.” Respondent B 
 


In our sample all entrepreneurs had an experience that they have lost their reputation. A 
stigmatized entrepreneur faces many problems including the loss of face in the community. 







 
 “I have failed, not only as an entrepreneur, also as a person” Respondent C 
 
 “I was so shamed” Respondent A 
 


“In Finland, I feel that all other people think that you are somehow dishonest, if 
you have been in bankrupt” Respondent B 
 


Despite their setback, failed entrepreneurs still prefer an entrepreneurial career to a salaried job 
after failure. Entrepreneurs learn from their mistakes and those that re-start have lower rates of 
failure and experience faster growth than newly established companies. (European 
Commission, 2011; Levratto 2013). Four respondents of our sample have re-started their 
business, two respondents are ready to start again (after discharge of remaining debts) and only 
one (Respondent E) failed entrepreneur was of the opinion that entrepreneurial carrier is not a 
prospect in the future “no, maybe I never start own business again”. 


We asked entrepreneurs opinion about reducing the economic consequences of 
failure. According to our respondents more forgiving legislation is positive chance for 
entrepreneurs, but only for them who haven’t taken too much risk and failure is not their fault 
(for example illness and knock-on effect from actions made by other businesses were 
acceptable reasons). Surprisingly, there were quite lot negative opinions about forgiving 
legislation. 


 
“Worst thing is that people will become passive or they start to do some dishonest 
business… it is not good for our economy” Respondent B 
 
“People can think that they can excessively indebted, and someone pays debts 
although it is their own responsibility and their own fault that they are in that 
situation” Respondent C 
 


After all, there were really high morality among respondents what comes to repaying their 
debts. 


As mentioned before, we are going to apply content analysis to get the level of 
our analysis much deeper. Content analysis is a method of codifying the text or content of a 
piece of writing into various groups or clusters depending on selected criteria (Weber 1988), 
our target is to identify important themes and patterns in the interview transcript. The technique 
has been used in qualitative research on entrepreneurial failure (Zacharkis et al. 1999; Cope et 
al. 2004; Singh et al. 2015). Firstly we have to do one basic decision, select the unit of analysis. 
We try to follow the general guidelines by Graneheim and Lundman (2004), they suggest that 
the most suitable unit of analysis is a unit large enough to be considered a whole and small 
enough to keep in mind during the analysis process. Then we will divide the text into meaning 
units, and any possible disagreements will resolve through discussion. The third step is to label 
the condensed meaning units with a code.  
 


4. Results and implications 
 


Recent research has been focusing on the predictive signal of insolvency, and this literature 
mainly deals with the symptoms of default and not with the causes. However, during the 
previous years there has been growing interest about different aspects of entrepreneurial failure 
processes. There has been still little research on the entrepreneurs’ survival battle after 
bankruptcy, especially how entrepreneurs re-start (Shepherd 2009) and how to reduce social 







stigmatisation of failed entrepreneur. The preliminary results of our study indicate that losing 
their reputation was really hard for the entrepreneurs. Additionally our preliminary analyses 
indicate that entrepreneurs were not so worried about the money they have lost, they accepted 
it although it was really harsh. The biggest fear was that they may lose their families and friends 
because of the failure. As the result of social stigmatization the consequences which failed 
entrepreneur faces includes many problems e.g. the loss of face in the community (not only 
past or future business interest groups).  


Almost everyone were ready to re-start their business, but a bit differently. After failure 
entrepreneurs have to take into account disposable wealth and of course lessons they have got 
about failure. Entrepreneurs think that insolvency legislation could be reviewed to reduce 
barriers to make a fresh start for entrepreneurs. Anyway, respondents of our sample didn’t 
accept this opportunity without reserve. And of course reducing the economic consequences of 
failure should not unduly harm creditors’ interests, which might increase their reluctance to 
invest in small and new ventures. As political implication, we could say that a supportive 
environment for businesses is main key for businesses to re-start. For example social security 
and tax provisions must be re-assessed in the light of their effects on entrepreneurs’ willingness 
to take the risk to start a business. Policymakers should aim to enhance entrepreneurial vitality 
by motivating and equipping entrepreneurs with the necessary skills.  


Now we have highlighted the relationship between entrepreneurial failure, social 
stigmatisation, and more forgiving legislation. Interesting question arises, is forgiving 
legislation really entrepreneurial friendly when we think it in the light of stigmatisation? After 
this conference paper our target is to apply content analysis to the interview data in order to 
answer to research question why/how failed entrepreneurship will find a motivation to start 
again? We cannot focus only to the time after failure, because we believe that entrepreneurial 
intentions after failure depend on the whole process, from acceptance trough recovery to re-
start. We are also interest about how Finnish entrepreneurs react more forgiving bankruptcy 
legislation. According to our previous findings (e. g. Sjögrén and Syrjä 2015) in Finnish context 
the role of legislation (expect tax legislation) does not really have direct effects on the business 
of small firms. 


Bankruptcy is associated to failure and the circumstance of being bankrupt or 
having been bankrupt usually have a social stigma. Bankruptcy is reckoned to be as a signal of 
financial irresponsibility or entrepreneur’s dishonesty. Even European Commission (2015) 
emphasize to give the opportunities only to honest entrepreneurs (regardless of evidence shows 
that in Europe 96% of bankruptcy cases are honest ones): “Insolvency laws could be reviewed 
to reduce barriers to making a fresh start for honest entrepreneurs”. The stigma and public’s 
harsh evaluation attached to failure may damage entrepreneur’s future interest to start a 
business again (Shepherd and Patzelt 2015), maybe there is a danger that the stigmatization of 
failed entrepreneurs will be harsher because of more forgiving legislation. This leads to the 
research question:  What happens to the social stigmatization if entrepreneurs are permitted to 
discharge his/her outstanding credit liabilities and get out of bankrupt proceeding? 
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Fear of failure and behavior inhibition in early-stage entrepreneurs: 
Regulation through passion and goal awareness 


 
Abstract 
Entrepreneurs’ behavior inhibition tendencies in the early stages of the venture can sum up to 
embody lack of experimentation in new business venturing, less challenging targets and failure to 
take advantage of the opportunity window. The negative emotion of fear of failure has been 
coined as the main reason for exhibiting such behavioral inhibition tendencies. We formulated 
and tested theory about the role of passion and goal awareness in regulating the influence of 
early-stage entrepreneurs’ fear of failure on behavior inhibition. Data from 90 early-stage 
entrepreneurs active at pitching events supported the hypothesized regulatory differences 
between harmonious passion and obsessive passion. Harmonious passion was found to decrease 
the influence of fear of failure on behavior inhibition. In contrast, obsessive passion as a poorer 
regulatory mechanism increased the positive effect that fear of failure has on the likelihood of 
behavior inhibition. The study showed that goal awareness as a rational regulatory mechanism 
can only succeed in regulating the behavioral effects of fear of failure when accompanied by the 
stronger emotional regulatory mechanism of passion. Our study contributes to a better 
understanding of integration of emotional and rational regulation of fear of failure. 
1. Introduction 
Fear of failure lies at the fulcrum of what “comes into play within the entrepreneur as the venture 
takes form and evolve” (Schindehutte, Morris, & Allen 2006, p. 349). Fear is very common in 
entrepreneurship, because the contextual factors in which entrepreneurs operate are favorable for 
its development: a high uncertainty regarding outcomes and low controllability of the future 
(Shepherd et al., 2000; Schindehutte et al., 2006) - exactly the conditions that represent a 
foundation for promoting fear experiences (Lerner & Keltner, 2001).  While previous research 
suggested that fear of failure may be problematic, there is a need for a more detailed 
understanding of how entrepreneurs regulate and cope with fear of failure throughout the 
entrepreneurial process. Previous studies have been attentive to the downsides of engaging in 
behavior inhibition once starting to engage in venturing, because the entrepreneurial opportunity 
is not effectively explored (Eckhardt & Shane, 2003; Shane & Venkataraman, 2000). The initial 
stage of the venturing process can be best described as an explorative, trial-and-error process 
(Van de Ven & Polley, 1992; Cooper, & Woo, 2000) where early-stage entrepreneurs move 
forward only by experimenting and trying out various ways of doing things, different business 
models and approaches. At this stage, behavior inhibition implies lack of exploring the available 
business model or product options. Although prior studies have examined the influence of fear of 
failure on various types of entrepreneurial intentions (Arenius & Minniti, 2005), our specific 
focus upon behavior inhibition in the very early venture stages, where entrepreneurs have decided 
to start a company, is little researched, despite previous work suggesting many entrepreneurs 
need to act with substantial portions of fear of failure. However, some of the entrepreneurs seem 
to be able to regulate it better than others and not let it take over their judgments. In this study, 
we attempt to build theory on the difference in regulation by addressing the potential regulatory 
role passion and goal awareness have on the relationship between fear of failure and behavior 
inhibition. We explore the regulation effect on a sample of early-stage entrepreneurs participating 
in feedback seeking through a pitching event.  
 







 
 


2. Bottom-up influence of fear of failure on behavior 
Fear of failure refers to the negative emotional state of anxiety associated with appraisal of 
threats in evaluative situations with the potential for failure to meet one or more personal 
meaningful goals with venturing (Cacciotti & Hayton, 2014; Conroy, 2001; Patzelt & Shepherd, 
2011; Welpe, Sporrle, Grichnik, Michl & Audretsch, 2011). The negative emotion of fear of 
failure arises during an approach pursuit when a possible future failure situation is being 
appraised (Conroy, 2004; Elliott, 1997; Gray, 1971; Gray & McNaughton, 2000; Zelazo & 
Cunningham, 2007). A conflict arises between the goal which would normally elicit a prepotent 
approach response and stimuli which warn of danger should that goal be approached (Gray & 
McNaughton, 2000). Until a resolution of the conflict between goal approach and avoidance of 
danger is found, fear of failure triggers behavioral inhibition tendencies as a temporary response 
to the possibility of failure (Pickering & Corr, 2008). The activation of such automatic tendencies 
causes inhibition of movement towards goals. Thus, the emotional experience of fear of failure 
functions as an alert and has a bottom-up, automatic inhibitory influence on behavior 
(Cunningham & Zelazo, 2007, 2010; Prencipe et al., 2011), since humans have inherent in them 
the automatic tendency to inhibit behavior that might lead to negative outcomes such as failure 
(Grey 1978, 1990). Accordingly, the fear of failure experienced by early-stage entrepreneurs will 
influence their behavior in a bottom-up, automatic way, making them inhibit their approach 
behavior towards the venture activities in order to avoid the threat of failure. Behavior inhibition 
tendencies entail the inhibition of behaviors with unclear outcome, withholding of action, 
engagement of meticulous risk assessment processes, and thorough scanning of memory and the 
environment to help resolve concurrent goal conflicts ( Corr, 2013; Gray & McNaughton, 2000; 
Pickering & Corr, 2008). In this context, we posit that, in an attempt to cope with and avoid the 
threat of failure, early-stage entrepreneurs are likely to engage in such behavioral inhibition. 
This our assumption is supported by the ‘affect-as-information’ hypothesis (Schwarz & Clore, 
1983), which proposes that affective cues of emotions influence judgments directly by serving as 
experiential and bodily information regarding how one feels about the object of judgment. 
According to the affect-as-information hypothesis, people in negative affective states such as fear 
of failure, however, are likely to focus more on possible negative outcomes in generating 
behavioral options, judge those anticipated negative outcomes as more likely to occur, and 
estimate greater negative values for those negative outcomes, all of which may foster an 
avoidance behavioral orientation. When taking decisions and making evaluative judgments about 
the riskiness and value of next steps to be actioned in the venture pursuit (Fishbein & Ajzen, 
1975), the experience of fear of failure can decrease the entrepreneurs’ perceived value of 
engaging in proactive steps needed to push the venture forward and also decrease the perceived 
probability of succeeding at these steps. Therefore, fear of failure will likely lead to behavioral 
inhibition from the side of the entrepreneur. As such, we posit: 
H1: Fear of failure experienced by early-stage entrepreneurs will have a positive influence on 
behavioral inhibition tendencies in venturing. 


 
3.1 Reflective regulation of fear of failure by goals 
In the venturing process, there are many situations that can prime detrimental and prepotent 
emotional responses, leading to impulsive acts and errors in judgment. Fear of failure causes such 
automatic, bottom-up behavioral reactions, because the threat of failure is a stimulus with learned 
affective charge and cannot be avoided (Rolls, 1999). However, people are able to manage to 
silence their momentary emotions and act despite them. Humans have the capacity to actively 







 
 


regulate their emotions by relying on higher cognitive processes, in the top-down process of 
emotion regulation (Gross, 2002; Zelazo & Cunningham, 2007; Zelazo & Müller, 2002). 
Emotion regulation regards the control of emotionally relevant processes (Gross, 2002). Many 
processes can be recruited to regulate emotions, and these vary in the degree to which they are 
explicit versus implicit (Eisenberg, Hofer, & Vaughan, 2007; Gross, 2011). Traditionally, 
researchers have framed emotion regulation as executed via cognitive processes that involve 
higher order mental operations that are achieved via relatively slow, deliberate and effortful 
reflective processes (Gross, 2011). Such effortful control of emotions is thought to be 
coordinated by goals (Carver & Scheier, 1981; Latham & Locke, 1991). Goals can be 
conceptualized as mental representations of certain behaviors or outcomes that are desirable to 
pursue or to attain (Bargh, 1997; Custers & Aarts, 2005; Fishbach & Ferguson, 2007). Thinking 
about a certain outcome or goal can activate the behavioral program needed to achieve that 
outcome. By constantly engaging with explicit goals about the venture and being aware of them, 
entrepreneurs will manage to regulate the emotion fear of failure and its inhibitory effect on 
behavior, which goes against the continuation of their goal pursuit. The higher-level cognitive 
process of consciously engaging with goals and being aware of their degree of achievement will 
ensure the desired outcome of the venture efforts is strongly present in the thoughts of the 
entrepreneurs, and that the threat of failure is rationally tagged as non-essential in comparison to 
the desire to achieve the goals, and counter-productive to goal achievement. The conflict between 
the threat of failure and fear as a prevention-oriented emotion, leading to behavior inhibition, and 
goals as promotion-oriented mechanisms that encourage engaging in the venture activity 
(Higgins, 2001) will be resolved and therefore also the need to engage in behavior inhibition as a 
temporary response to the possibility of failure will be decreased. Having their goals readily 
available and easy to access in the awareness will ensure that entrepreneurs will have the strength 
to push aside temporary fear of failure, regulating its counter-productive effects on behaviors.  
H2. The positive influence of fear of failure on entrepreneurs’ behavior inhibition tendencies 
in venturing will be decreased by awareness of venture goals. 
 
3.2 Automatic regulation of fear of failure by passion  
As explained above, reflective emotion regulation processes are represented by the regulation of 
an episodic emotion by ways of cognition and involves reflective stepping back. However, 
emotion regulatory activity can also be implicit and take place via fast, associative modes of 
operation (Gyurak, Gross & Etkin 2011). Automatic emotion regulation usually happens when an 
emotion is being regulated subconsciously by another emotion which touches upon concerns 
more important for the individual (Frijda, 2013; Ochsner & Gross, 2007). 
Theory on emotion regulation informs us that different emotions will modulate and regulate each 
other, depending on the relative importance of each of these emotions for the well-being and the 
development of the self (Mesquita & Frijda, 2011). Besides shorter-lived emotions such as fear, 
anger, or joy, the process of starting a business elicits in the founder another emotion, important 
for the entrepreneurial pursuit: the enduring emotion of passion for the venture. Passion is 
defined as a consciously accessible, intense and positive emotional state experienced by 
engagement in entrepreneurial activities associated with meaningful and salient self-identity of 
the entrepreneur (c.f. Cardon et al., 2009; Vallerand, 2008). While fear is an avoidance-oriented 
emotion, passion is thus an approach-oriented one – the passionate entrepreneur’s implicit 
objective is one of approaching the passionate venture activity. Passionate entrepreneurs are 
motivated to engage in the venture activities because they want to socially validate their identity 







 
 


as an entrepreneur and their self-meaning (Cardon et al., 2009). They are motivated to maintain 
and confirm their entrepreneurs identities by engaging in activities and interacting with people in 
ways that confirm the role expectations and validate the behavioral implications of salient social 
categories (Burke & Reitzes, 1981, 1991; Goffman, 1959). As a more enduring emotional state 
touching upon concerns that are more central to the identity of the individual (Cardon et al., 
2009), passion will regulate the shorter-term emotion of fear of failure. Passion for the venture 
activity is said to be internalized within the identity of the entrepreneur and an integral part of 
their self concept (Vallerand 2003). Because of this internalization, passion will regulate the 
deterring emotion of fear of failure automatically, without conscious effort and without 
regulatory intent (Frijda, 2013). Just as goals, passion as well represents a top-down regulation of 
the bottom-up emotional reactivity of fear of failure. Unlike goals though, the emotional 
regulation mechanisms of passion will not have an effortful, reflective regulation function, but an 
automatic, reflexive one (Damasio, 1994; Gross, 1998).  
Although passion is expected to regulate fear of failure, it is important to recognize that not all 
passions are equal, whereby regulation of fear of failure may be different depending upon type of 
passion. In their dualistic model of passion Vallerand and colleagues (2003) posit two distinct 
types of passion, harmonious and obsessive passion. Harmonious passion develops when 
individuals have freely accepted the activity as important for their identity without any 
contingencies attached to it, but because take derive pleasure from it. Harmonious passion is 
hypothesized to correlate with higher self-esteem (Lafrenière, Bélanger, Sedikides, & Vallerand, 
2011) and a secure sense of self (Donahue et al., 2009; Lafrenière et al., 2011). Therefore 
individuals do not have to engage in self-protection or defensive behavior to fulfill or comply 
with external demands (Lafrenière et al., 2011). Thus, harmonious passion for an activity should 
lead to a flexible persistence in the activity, less cognitive load and should allow the person to 
engage in the passionate activity with an openness that is favorable to positive experiences 
(Hodgins & Knee, 2002). Conversely, obsessive passion originates from intrapersonal and/or 
interpersonal pressure, because particular contingencies are attached to the activity, such as self-
esteem or ego investments (Lafrenière et al., 2011). Obsessive passion is accompanied by states 
of worry and distress and is expected to lead to rigid persistence with the activity and a conflicted 
form of task engagement (Vallerand et al. 2003). Under this mode of functioning, vigilance and 
the perception of conflicts between the impassionate activity and other life domains leads to 
engagement in the passionate activity in a defensive way conducive to self-protection.  
Given the diverging consequences associated with the two different types of passion –
harmonious and obsessive (e.g. Mageau et al., 2009; Philippe et al., 2010; Vallerand et al., 2003), 
this duality seems to be worthy of further investigation also in regard to their emotion regulation 
role. Both harmonious and obsessive passion will regulate the prevention-oriented emotion of 
fear of failure, in order to allow the entrepreneurs to keep engaging in the passionate activity and 
in this way validate their salient, highly valued identity. Both types of passion can regulate fear, 
however in different ways. As explained above, when faced with fear of failure, harmoniously 
passionate entrepreneurs will not feel their self-esteem threatened, will tend to be more flexible in 
their judgments and thinking (Vallerand et al., 2003) and not let themselves be paralyzed by fear. 
Because of their hedonic considerations regarding the passionate venture activity, the implicit 
regulatory goal of harmonious passionate entrepreneurs will be to down-regulate fear of failure, 
in order to be able to keep engaging in the identity reinforcing, passionate venture activity in an 
enjoyable way. Individuals who engage in activities mainly because of pleasure have been found 
to have general positive expectations regarding that activity (Thompson & Gaudreau, 2008). 







 
 


Moreover, positive states such as those fostered by harmonious passion are thought to broaden 
one’s awareness, promote the discovery of novel, varied and creative solutions and free up 
cognitive resources (Frederickson, 2004). Therefore, harmonious passion will deploy 
entrepreneurs’ attention towards more positive scenarios of the venture success and dampen in 
this way fear of failure’s inhibitory behavioral tendencies. Therefore we claim that: 
H3a: The positive influence of fear of failure on entrepreneurs’ behavior inhibition 
tendencies in venturing will be down-regulated by harmonious passion.  
On the other hand, obsessively passionate entrepreneurs will feel their self-identity and ego 
highly threatened by the perspective of failure, since their feelings of self-worth are dependent on 
the venture activity (Lafrenière et al., 2011; Vallerand et al., 2003). Because of this vulnerability, 
they will develop deeply engrained defensiveness and self-protective mechanisms used to cope 
with the potential emotional pain and grief in the case of failure. In an intense effort to warn and 
prepare the self for the event of failure, so that the occurrence of the adverse consequences does 
not come surprisingly, obsessively passionate entrepreneurs will lower their expectations of 
success, and instead “expect the worst”, delve on and anticipate negative scenarios (Marshall & 
Brown, 2006). Anticipating the event of failure in this way will have as an effect the cognitive 
up-regulation of fear of failure, and therefore a boost in its experiential and behavioral intensity. 
Out of these reasons, we put forward that: 


H3b The positive influence of fear of failure on entrepreneurs’ behavior inhibition 
tendencies in venturing will be up-regulated by obsessive passion. 


--------------------------------------------------- 
Insert Figure 1 about here 


--------------------------------------------------- 
4. The interaction of awareness of venture goals on the fear of failure-passion relationship 
Hypothesis 2 addresses the reflective moderating role of goals, whereas Hypotheses 3 above 
suggest an automatic moderation role of the standing emotion of passion. However, thinking and 
feeling are not clearly delineated and there is reason to believe that the two different types of 
emotional regulation will interact with each other. The emotional involvement with the venture 
intrinsic to passion might influence how goals are looked at, and whether and how goal 
awareness is used to regulate fear of failure, making the differential influence of fear of failure as 
a function of goal awareness itself be contingent on the type and level of passion. Generally, 
goals can help people get themselves back on track in times of hardship. Goal awareness can be 
deployed against fear of failure as a motivator to help persist with the venture pursuit. However, 
some entrepreneurs fail to leverage this motivational power of goals, and, on the contrary, feel 
threatened by the possibility of not achieving goals, and see themselves in even more in the 
danger of failure because of them. Depending on whether the venture goals have been accepted 
and internalized with a sense of volition and ownership, or if they are pursued just because of 
pressures such as self-worth concerns or perfectionist standards from within (Deci & Ryan, 2000; 
Vallerand et al., 2003; Vansteenkiste et al., 2010), goals can serve as motivating or threatening. 
Since harmonious passion implies a higher congruence between the entrepreneurial activity and 
the self (Vallerand et al., 2003), entrepreneurs experiencing a high harmonious passion will feel 
more identified with their goals, and will have more sense of volition and personal endorsement 
while pursuing them. Therefore, harmonious passionate entrepreneurs will make use of the 
positive, approach-oriented motivational impetus in their goals and will deploy them as a tool 
against fear of failure. The motivating function of consciously engaging with goals and their 







 
 


power of pushing entrepreneurs forward is likely to work better in the case of a high harmonious 
passion, since the goals will be accepted and internalized in the self.  
The same holds entrepreneurs low in for obsessive passion. They will not feel externally 
pressured to attain goals, will not feel threatened by the probability of not achieving goals, and 
therefore will be more likely to allow goals’ positive, approach-oriented motivational power to be 
used in helping decrease the effect of fear of failure on avoidance behavior. 
Higher awareness of goals will decrease the effect of fear of failure on behavioral inhibition more 
when in tandem with high harmonious passion, or low obsessive passion. Therefore, we assume: 
H4a: Fear of failure, goal awareness and passion interact to affect behavioral inhibition 
tendencies in venturing in such a way that goal awareness will down-regulate the influence of 
fear of failure on behavior inhibition if harmonious passion is high or obsessive passion is low. 
Obsessive passion is described by the lack of autonomous integration of goals in the self 
(Vallerand et al., 2003). The lower self-esteem and ego-protective mechanisms ingrained in 
obsessive passion (Gregg & Sedikides, 2010; Lafrenière et al., 2011) will focus entrepreneurs’ 
attention on the pressure to perform that goals bring along. Therefore, even if self-set, goals of 
highly obsessive entrepreneurs will function as external pressures with aversive, punitive 
motivational force. In their case, an increased goal awareness would equal to an increased 
awareness about the possibilities of failure that goals bring along, to more sensitivity to 
deviations from goals, and therefore a more intense experience of fear of failure. 
The same holds for low harmonious passionate entrepreneurs. Since the venture will not be an 
important part of their identity, they will have a hard time in finding motivational power in their 
goals. In their case as well, goals will not be internalized in the self, but seen as external pressures 
they have to comply with, as threatening stimulators of possible failure situations. Being highly 
aware of goals they did not personally endorse would only mean feeling increased external 
pressure and seeing more possibility of failing to achieve these goals without personal 
significance. Therefore, emotional regulation by goal awareness is likely to actually have an up-
regulating effect on fear of failure in the case of high obsessive passion or low harmonious 
passion. Thus, we put forward: 
H4b: Fear of failure, goal awareness and passion interact to affect behavioral inhibition 
tendencies in venturing in such a way that goal awareness will up-regulate the influence of fear 
of failure on behavior inhibition if harmonious passion is low or obsessive passion is high. 


 
5. Data gathering and analysis 
To generate data for testing our hypotheses, we conducted a study of 90 German early-stage 
entrepreneurs in the launch phase of their new venture in Berlin, Germany in August-September 
2014. The context was three intense start-up competitions with pitching events that included 
monetary prizes. During the event, the entrepreneurs faced different challenges, played out their 
business ideas or demonstrated their prototype against opponents, and pitched in front of 
investors. The data was collected by administering a survey instrument. The average age in the 
sample was 34.7, with 71% of the respondents being men. The surveyed entrepreneurs were 
highly educated, 69% of them in possession a college degree, and with an average previous 
working experience of 8 years. The big majority had no previous founding experience. 
5.1 Measures 
The dependent variable, behavior inhibition, was measured with a 5-item scale developed by 
Elliot and Thrash (Elliot & Thrash, 2004; Elliot, personal communication, 2015), based on 







 
 


Atkinson and Birch’s avoidance tendencies scale (1970) and on Carver and White’s behavioral 
inhibition scale (1994). The wording was changed to fit the founding context (the word “task” 
has been replaced with “task connected to my venture”). Research attests to the reliability and 
validity of the measure (Elliot & Church, 1997; Elliot, personal communication, 2015). All items 
are positively keyed and display a Cronbach’s alpha of .80. Participants’ responses ranged from 1 
(I completely disagree) to 5 (I completely agree). Sample items include: “I often avoid tasks 
connected to my venture because I am afraid that I will make mistakes” and “When I start doing 
poorly at a task connected to my venture, I feel like giving up”. 
In order to measure the predictor variable of fear of failure, we followed a received approach 
where participants indicated the extent to which they experienced four out of the six Positive and 
Negative Affect Schedule for Fear items (PANAS; Watson, Clark, & Tellegen, 1988) in general. 
This approach has already been used successfully in other studies (Li, 2011; Welpe et al., 2011; 
Patzelt & Shepherd, 2011). The items (e.g. afraid, scared) were assessed on a five-point scale 
ranging from 1 (very slightly or not at all) to 5 (extremely). Studies have shown the PANAS for 
Fear to have acceptable psychometric properties (see Miller, Bartholomew, & Springer, 2005; 
Watson et al., 1988). In the present study, reliability of the fear of failure measure yielded an 
internal consistency index of .80. The moderating variables were assessed using the Passion 
Scale (Vallerand et al., 2003), an instrument composed of two six-item subscales assessing 
harmonious and obsessive passion. This scale was completed on a 5-point Likert scale ranging 
from 1 (I completely disagree) to 5 (I completely agree). The Passion Scale has been used in 
several studies and has shown high levels of validity and reliability (cf. Ratelle et al., 2004; 
Vallerand et al., 2003), also when tested in a work-related context with entrepreneurs, service or 
industry employees, teachers or coaches (Carbonneau, Vallerand, Fernet & Guay, 2008; Forest, 
Mageau, Sarrazin, & Morin, 2011; Ho & Pollack, 2014; Lafrèniere, Belanger, Sedikides, & 
Vallerand, 2011; Thorgren & Wincent, 2013; Vallerand & Houlfort, 2003; Vallerand et al., 
2010). The Cronbach’s alpha for the harmonious and obsessive passion scale was .88 and .84 
respectively. Goal awareness was measured using Gielnik, Spitzmuller, Schmitt, Klemann and 
Frese’s (2015) adaptation of the seven items scale of van Gelderen, van de Sluis and Jansen 
(2005), inquiring the perceived level of goal achievement on several aspects of the venture. The 
participants rated the seven items in a 5-point Likert scale ranging from 1 (not at all) to 5 (to a 
very great extent) and got a Cronbach’s alpha of .86. We also chose some control variables, 
because entrepreneurs with different personal demographic characteristics such as age, gender 
and educational background may exhibit different tendencies to engage in avoidance behavior. 
The same is true for previous work and founding experience. Therefore, those variables were 
included in the study as controls, in order to eliminate their effects on avoidance behavior. 
Entrepreneur’s age was measured by asking how old they were at the time that data were 
collected. The gender variable was coded 1 for male. The education variable was chosen as a 
dummy variable controlling whether the person had a college degree or not. Previous working 
experience was captured in years, and founding experience was a dummy variable controlling 
whether the person had been previously involved in a new venture as a founder. 
5.2 Results 
We used hierarchical linear regression analysis to test the hypotheses (Bagozzi, 1994; Cohen, 
1978; Cohen & Cohen, 1983). As Aiken and West (1991) recommended, the independent 
variables were mean-centered and standardized prior to forming the interaction terms. In each 
step of the hierarchical analysis, incremental R2 and F tests of statistical significance were 
evaluated. Table 1 summarizes the descriptive statistics and sample correlations for the study 







 
 


variables. Overall, the correlations among the independent variables are modest. However, to 
ensure that multicollinearity was not an issue, we computed variance inflation factors (VIF) 
scores for all regression models used for testing the hypotheses. The values of all first-order 
terms are below 2.5, which would be substantially below the conservative rule-of-thumb cut-off 
for regression models (cf. Hair et al. 1998). The models are also robust to inclusion or exclusion 
of variables. Therefore, multicollinearity was not an important issue in the results. 


------------------------------------ 
Insert Table 1 about here 


------------------------------------ 
The results testing the hypotheses are presented in Table 2. At the first step we entered the 
control variables and main effects of the independent variable (Model 1), which together 
explained a significant share of the variance in avoidance behaviors (R2 = .32; p < .001). 
Hypothesis 1 predicts a positive effect of fear of failure on avoidance behavior. Supporting 
Hypothesis 1, the result in Model 1 of Table 2 show that the effect of fear of failure on avoidance 
behavior indeed has a statistically significant, positive effect on avoidance behavior (β = .41, p < 
.001). Thus, Hypothesis 1 was supported.  


------------------------------------ 
Insert Table 2 about here 


------------------------------------ 
In a second step, we entered the two-way interactions terms of goal awareness and passion. This 
addition increased the explained variance in avoidance behavior (Δ R2 = .10, p < .001).  The 
effect on behavior inhibition of the interaction between fear of failure and perceived level of goal 
awareness was slightly positive, but not significant. Therefore, Hypotheses 2 was not supported. 
Hypotheses 3a stipulates a negative effect on behavior inhibition of the interaction between fear 
of failure and harmonious passion. As shown in Model 2, the interactive effect of fear of failure 
and harmonious passion is both negative and statistically significant (β = -.30, p < .05). 
Therefore, Hypothesis 3a was supported. Next, Hypothesis 3b predicts a positive effect of the 
interaction between fear of failure and obsessive passion on behavior inhibition. Supporting 
Hypothesis 3b, the results in model 2 show that the interaction between fear of failure and 
obsessive passion indeed has a statistically significant, positive effect on avoidance behavior (β = 
.28, p < .05). Thus, Hypothesis 3b was supported. In order to visualize the interaction better, we 
plotted the effect of fear of failure on avoidance behaviors, for high- and low levels of the 
harmonious and obsessive passion. Values of the moderators were set at one standard deviation 
above and below the mean, as suggested by Cohen and Cohen (1983). The plots are displayed in 
figures 1 and 2. Figure 2 illustrates a significant difference in avoidance behaviors depending on 
the degree of harmonious passion. Succinctly stated, as long as their harmonious passion is high, 
entrepreneurs will be involved in much lower levels of behavior inhibition, even if they will 
experience high levels of fear of failure. Accordingly, Figure 3 shows that entrepreneurs with 
high levels of fear of failure engage in more behavior inhibition if they also have a high obsessive 
passion for their venture. 


--------------------------------------------------- 
Insert Figure 2 and Figure 3 about here 


--------------------------------------------------- 
At step 3, we entered the three-way interaction variables of fear of failure, harmonious passion 
and goal awareness; respectively fear of failure, obsessive passion and goal awareness. In support 
of the Hypothesis 4a and 4b, the three-way interaction coefficients were significant (β = -.26, p < 
.05 for fear of failure, harmonious passion and goal awareness and β = .49, p < .001 for fear of 







 
 


failure, obsessive passion and goal awareness). The addition of this product terms significantly 
increased the variance explained in avoidance behavior (Δ R2 = .09, p < .001). We plotted these 
interaction effects. Figure 4 and 5 show the results. Supporting Hypothesis 3a, Figure 4 shows 
that that the positive relationship between fear of failure and behavior inhibition will be lowered 
by higher goal awareness only in the case of high harmonious passion or low obsessive passion. 
In line with Hypotheses 4b, Figure 5a shows that the relationship between fear of failure and 
behavior inhibition will be actually increased by higher goal awareness in the case of high 
obsessive passion or low harmonious passion. 


--------------------------------------------------- 
Insert Figure 4 and Figure 5 about here 


--------------------------------------------------- 
6. Discussion and Contribution 
Our first result uncovered a positive influence of fear of failure on behavior inhibition. Our data 
shows that this relation can be regulated by passion though. Depending on the type of passion 
experienced, the effect of the negative emotion of fear of failure on behavior can be decreased or 
increased. Because of their different implications for the self-esteem of the entrepreneur, 
harmonious passion will down-regulate the behavioral effect of fear of failure, while obsessive 
passion will up-regulate it. Our findings failed to support the hypothesis about a beneficial 
regulatory effect of effortful calling to mind of goals on the relationship between fear of failure 
and behavior inhibition. It seems that goal awareness cannot force fear of failure down and 
decrease the consequent behavior inhibition. One reason for this finding might be that emotion 
regulation through rational tools such as goal awareness lacks the sufficient intrinsic motivational 
power to reduce fear. Our study suggested that rational focusing on goals alone cannot 
successfully down-regulate basic intrusive emotions such as fear of failure. Emotion regulation 
mechanisms based on goals might depend on emotion regulatory mechanisms with intrinsic 
regulatory power and identity relevance such as passion. Our findings show that goal awareness 
will fulfill a down-regulating role on fear of failure when passion is harmonious or when passion 
is not obsessive, since only in those cases will goals be internalized and have intrinsic meaning 
and motivational power. Otherwise, being highly aware of one’s goals, but lacking ownership 
over them will bring about more pressure and actually up-regulate fear of failure and its influence 
on avoidance behaviors. Consistent with research on the interrelation between emotional and 
cognitive functions (Lazarus, 1982; Ekman & Davidson, 1994), our findings confirm that the 
connection between effortful processing and emotion is not segregated. Emotions such as passion 
seem to be wired straight into our cognitive functions such as executive control through goals.  
In this study we shed light on the nature of the fear of failure construct and its influence on the 
behavior of active entrepreneurs. By demonstrating that fear of failure of active entrepreneurs is 
strongly linked to behavior inhibition, our study helped clarify the importance of emotions for the 
entrepreneurial behavior. Furthermore, by looking at fear of failure as an antecedent of behavior 
inhibition in active entrepreneurs, we contribute to the entrepreneurship literature by going 
further than prior research that focused on fear of failure as a factor that impacts the decision to 
start a business. In our study we expand the understanding of how active entrepreneurs 
experience fear of failure and cope with it throughout the entrepreneurial process.  
In this work, we uncover the emotion regulation power of the long-term, intense feeling of 
passion experienced by entrepreneurs, lending empirical support for recent interest on emotion 
regulation in entrepreneurship (Cardon et al., 2012; Patzelt & Shepherd, 2011). Supported by 
theories on emotion regulation and information processing, we identified different regulatory 
effects of the two different types of passion, harmonious and obsessive. Moreover, we found that, 







 
 


because of its motivational load, passion functions as a gatekeeper in allowing more rational 
types of regulation mechanisms to exert their influence on the behavioral consequences of fear of 
failure. Even though passion has generally been coined as beneficial for the venture performance 
(e.g. Baum & Locke, 2004; Cardon, et al., 2009; Vallerand, 2008), our study proves that passion 
can have a double-sided regulatory effect, depending on its type. Harmonious passion was 
showed to be help entrepreneurs overcome the effects of the omnipresent experience of fear 
typical to the early-stage of the venture, and help them continue in the venture pursuit, without 
surrendering to behaviors inhibition. This was not the case for the more conflicted feeling of 
obsessive passion, which was found to increase the positive impact of fear of failure on behavior 
inhibition even more. Moreover, the type of passion was also shown to have further reaching 
effects on other types of emotion regulating mechanism: rationally focusing on goals can only 
down-regulate the negative behavioral effects of fear when passion lends motivational power to 
those goals. We believe our study opens up a new perspective for looking at passion as a 
regulatory mechanism. We would like to encourage further research on the issue of how different 
emotional regulation mechanisms, situated at different levels of the automatic-effortful 
continuum interact with each other to regulate emotions. 
The present study is new and unique with regard to gathering empirical data surrounding early-
stage entrepreneurial pitching events. Because the goal of the present study was to look at fear of 
failure and at how it is regulated, we believe it was crucial to have a sample that consisted of 
early stage founders at the beginning of their entrepreneurial pursuit, since for more experienced 
entrepreneurs, fear of failure might not be a problematic experience leading to avoidance 
behaviors anymore. Moreover, the intense setting of the events lent itself well for the experience 
of intense emotions such as fear. Although enough for the purpose of statistical inference and in 
line with other psychology research, the research site may impose some limitations on the 
generalizability of the findings across other groups of entrepreneurs or other geographical areas. 
Therefore, we encourage further work to expand upon our findings in other settings while 
simultaneous searching for additional regulatory mechanisms than those presented in the present 
paper.  
We hoped to have helped entrepreneurs in understanding better the behavioral effects of their 
emotions and how these can be regulated. By taking a differentiated look at the regulatory effects 
of passion, we encourage entrepreneurs to carefully consider which type of passion they cultivate. 
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Table 1: Means, Standard Deviations and Pearson’s Correlations 
 


n=90 Mean S.D VIF 1 2 3 4 5 6 7 8 9 10 11 12 13 


1. Behavior Inhibition 1.99 .87               
2. Age 34.71 10.58 5.11 -.02             
3. Gender 71.1%  1.12 -.15 -.06            
4. Education 68.9%  1.33 -.10 .16 .03           


5. Working experience 8.74 9.18 5.17 -.07 .85** -.02 -.06          


6. Founding experience 70%  1.31 .03 .33** -.10 .01 .31**         


7. Fear of failure 2.18 .86 1.51   .44** -.16 -.12 -.04 -.30** -.02        


8. Harmonious passion 3.96 .84 1.68 -.26* -.13 .09 -.05 -.04 .14 -.08       







 
 


 
*** Correlation is significant at the .001 level (2-tailed) ** Correlation is significant at the .01 level (2-tailed) * Correlation is 
significant at the .05 level (2-tailed) 


Table 2:  Hierarchical regression: independent & interaction effects on behavior inhibition 
 Model 1 


Independent 
effects only 


Model 2 
Interaction 
effects 


Model 3 
Three-way 
interaction 


Age -.13 -.11 -.19 
Gender -.12 -.08 -.13 
Education -.05 -.03 -.05 
Founding experience  .13 .15 .16 
Working experience  .17 .18 .26 
Fear of Failure     .41***     .37***    .47*** 
Harmonious Passion  -.11 -.16 -.17 
Obsessive Passion  -.21 -.13 -.07 
Goal awareness -.22 -.23*  -.35** 
Fear of Failure * Harmonious 
Passion 


   -.30* -.17 


Fear of Failure * Obsessive 
Passion 


  .28* .16 


Fear of Failure * Goal Awareness  .04 -.17 
Harmonious Passion * Goal 
Awareness 


 .13 -.03 


Obsessive Passion * Goal 
Awareness 


 -.05 .09 


Fear of Failure * Harmonious 
Passion * Goal awareness 


  -.26* 


Fear of Failure * Obsessive 
Passion * Goal awareness 


      .49*** 


R2   .32***     .42*** .51*** 
Adj. R2   .25***     .30*** .40*** 
Δ R2      .10*** .09*** 
    
Note: Standardized regression coefficients are displayed in the table. 
*p < .05; **p < .01; ***p < .001; n=90. 
 


9. Obsessive passion 3.05 .93 1.67 -.14 -.03 -.13 -.02 .04 .16 .14 .45**      


10. Goal awareness 3.21 .78 1.68  -.32** -.03 .04 .03 .08 .26* -.24* .23* .03     


11.  Fear of Failure  * 
Harmonious passion 


  1.95 -.21 .02 .20 .11 .01 -.09 -.12 -.21   -.11 -.03    


12.  Fear of Failure  * 
Obsessive passion 


  2.17 .12 -.18 .13 .07 -.19 -.21* -.02 -.11 -.23* -.14 .50**   


13. Fear of Failure  * 
Harmonious passion * 
Goal awareness 


  1.72 .09 -.05 -.08 -.07 -.11 -.09 .19 -.24* -.16 -.19 -.10 -.14  


14. Fear of Failure  * 
Obsessive passion *   
Goal awareness 


  2.64 .18 -.03 .11 .02 -.07 -.09 -.13 -.12 -.38** .27** -.11 .06 .39** 


   
              







 
 


Figure 2. Interaction Effect of Fear of Failure and Harmonious Passion on Avoidance Behavior 


 
Figure 3. Interaction Effect of Fear of Failure and Obsessive Passion on Avoidance Behavior 


 
Figure 4. Three-Way Moderating Effects of Harmonious Passion and Goal Awareness on the 
relation between Fear of Failure and Behavior Inhibition 
(4a) High Harmonious Passion 


  
(4b) Low Harmonious Passion 


High Goal Awareness 


Low Goal Awareness 


 







 
 


 
Figure 5. Three-Way Moderating Effects of Obsessive Passion and Goal Awareness on the 
relation between Fear of Failure and Behavior Inhibition 
(5a) High Obsessive Passion 


 
(5b) Low Obsessive Passion 
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Low Goal Awareness 
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AUTHENTIC LEARNING EXPERIENCES IN 
ENTREPRENEURSHIP: ENGAGING EXTERNAL 


STAKEHOLDERS 


ABSTRACT 


This paper is a critical review of an entrepreneurship course that emphasizes experiential 
education via ‘flipped classroom’ methods. In particular, this paper explores the degree to 
which experiential learning opportunities and assessment tasks support authentic attainment 
of the courses’ Program Learning Outcomes (Outcomes). The present analysis summarizes a 
scaffolded approach to providing increasingly authentic learning experiences that sit at the 
intersection of entrepreneurship education and entrepreneurial practice, i.e., the learning 
experiences by students are indistinguishable from what ‘real’ entrepreneurs experience. One 
limitation to this approach is that authentic learning is contingent on the student’s level of 
engagement and their willingness to test their ideas outside the classroom with external 
stakeholders. 


1 INTRODUCTION 


Like most business courses, the Program Learning Outcomes (Outcomes) articulate the 
professional attributes that students should attain upon completion of a course or program. 
Whereas, conventional course design would place more emphasis on retention of content, 
‘flipped’ approaches place more emphasis on application of knowledge and professional skill 
development (Bergmann & Sams, 2012, 2014). A significant limitation of the flipped 
approach is noted, in that it has a single minded focus on “the One Question [..]: What is the 
best use of face-to-face time with students?” (Bergmann & Sams, 2014, p. 3). The limitation 
resides in the absence of authenticity of the activities in (and outside) the classroom. For 
example, Bergmann and Sams’ emphasize helping students get un-stuck and reducing failure 
by “enriching learning activities and relevant experiences” (2014, p. 3). But relevant is not 
necessarily authentic. Case studies, simulations and other exercises may provide relevant 
experiences, but not authentic experiences. Authentic means that the learning experience is 
almost identical to the practical experience, and framed by the academic course concepts.  
The level of authenticity can be assess by cross-examining each of the nine (9) factors 
articulated by Herrington and Oliver’s (2000) framework for authentic learning 
environments. 


Authentic learning, according to the framework provided by Herrington and Oliver 
(2000), argues that “much of the abstract knowledge taught in schools and universities is not 
retrievable in real-life, problem solving contexts, because [the conventional] approach 
ignores the interdependence of situation and cognition. When learning and context are 
separated, knowledge itself is seen by learners as the final product of education rather than a 
tool to be used dynamically to solve problems” (Herrington & Oliver, 2000, p. 23). While 
their framework was designed for use in e-Learning environments, their emphasis on the 
context, uncertainty and complex problems fits exceptionally well with entrepreneurship 
education. 


When discussing entrepreneurship education (EE), it is tempting to place greater 
emphasis on ‘entrepreneurship’ than ‘education’, and focus on tangible outcomes like new 







 


 


ventures created and their contribution to the region (see also Matlay, 2001, 2006 for reviews 
of tangible EE outcomes). If that were the situation, then it would be called educational 
entrepreneurship, not the other way around! The primary and immediate output of EE 
programs is graduates, not ventures, despite some course designs being identical to venture 
creation programs (Lackéus, Lundqvist & Middleton, 2015). Therefore, in this analysis of an 
EE course, we focus our attention on the graduates and the process by which they have 
authentically learned to become entrepreneurs.  


First, before analyzing what or how students learn, we frame our analysis in context of 
the overarching Outcomes that indicate why a student would want to take a course at a 
holistic level and guide lecturers to think about why it is important to think about what and 
how they teach. Keeping these Outcomes in mind is critical to curriculum design (see also 
Draycott, Rae & Vause’s 2011), if we as a field are to overcome the stigma that higher-
education courses overemphasize knowledge at the expense of developing skills and attitudes 
(Lackéus, 2015). These Outcomes encapsulate what professional or graduate attributes are 
expected of the students upon completing a course or program, at which point they are 
presumably ready to embark on their new career. While they include subject matter expertise, 
they place greater emphasis on professional conduct.  


As an example of a course that aims to provide authentic learning experiences, a 
proposed adaptation of the ‘flipped classroom’ (Bliemel, 2014a) is analyzed with respect to 
how the authenticity of the learning experiences is scaffolded. The flipped classroom was 
introduced as an approach to address “the One Question [..]: What is the best use of face-to-
face time with students?” (Bergmann & Sams, 2014, p. 3). The approach is acclaimed for its 
ability to get students to learn by doing and for being less prescriptive of the pace or sequence 
of learning. This is in stark contrast to conventional teaching methods, wherein all students 
are all simultaneously paced through the course materials and exercises.  


A significant limitation of the flipped classroom is that it remains entirely focussed on 
the students and the teacher, and omits external stakeholders. Therefore, it remains debatable 
whether in-classroom experiences can provide for authentic learning in the sense that what 
happens in the classroom is directly analogous to how the course concepts are applied in 
industry (i.e. upon graduation). To overcome this limitation, an ‘inside-out flip’ has been 
proposed (Bliemel, 2014a), which fosters engagement between students and industry. The 
inside-out flip brings attention to the stakeholders beyond the students and lecturer (e.g., as 
proposed by Jones & Matlay, 2011), and enables students to experience what it is like to be 
an entrepreneur (as emphasized by Jones, Matlay & Maritz, 2012; Lackéus, Lundqvist & 
Middleton, 2015). 


This analysis of the inside-out flipped classroom examines how five different desired 
Outcomes are supported through activities and assessments with increasing levels of 
authenticity. Interestingly, the scaffolding of authenticity is not uniform across students. 
Those engaging in the course can have more authentic experience of entrepreneurship than 
those who are taking a more passive approach to learning about entrepreneurship. The course 
has the “rare dual characteristic of educational environment and real-life entrepreneurship 
experience,” (Lackéus et al., 2015) which shifts the timing and potential overlap of the “dual 
identities of student and entrepreneur” (Edwards & Muir, 2012), to enable students to feel 
like entrepreneurs without pressuring them into immediately incorporating a real venture.  







 


 


2 OUTCOMES OF ENTREPRENEURSHIP EDUCATION 


The tangible outcome of EE programs only sometimes leads directly to the formation of a 
new venture. Many entrepreneurship graduates’ careers start with becoming an 
(intrapreneurial) employee (McMullen & Gillin, 1998) before eventually becoming 
entrepreneurs (Rosa, 2003; Matlay, 2008). As a minimum, course design should focus on the 
intangible Program Learning Outcomes (Outcomes).  


As an illustrative example of five Outcomes and the supporting activities and 
assessments, I draw on a publicly available course outline and its pedagogical design. The 
course being analyzed is “MGMT2010 Innovation & Entrepreneurship – Practices and 
Principles” at UNSW. The course outline including the Outcomes is publicly available,1 and 
the course design is summarized in recent publications (Bliemel, 2014a, 2014b). The premise 
of the Outcomes is that their attainment would prepare the graduates for a career related to 
the course’s topic. While each Outcome certainly has its merits, they also contain limitations 
if the learning occurs in absence of industry engagement. In particular, it remains debatable 
whether lecturers or industry are better suited to assess whether the Outcomes have actually 
(i.e., authentically) been attained. The five Outcomes and the challenges in assessing them 
are: 


1. Knowledge: Our graduates will have in-depth disciplinary knowledge 
applicable in local and global contexts 


Whether students have retained “in-depth disciplinary knowledge” is conventionally 
assessed via quizzes, exams or other forms of assignments. However, whether or not students 
actually know how to apply the knowledge in various contexts is difficult to assess if the 
context in which they acquire and demonstrate their knowledge is limited to the classroom. 
Without going as far as Work-integrated learning, one solution to this contextual challenge is 
getting students to apply their knowledge outside the classroom and then report back about 
that experience. 


2. Critical thinking and problem solving: Our graduates will be critical 
thinkers and effective problem solvers.  


As above, the first part of this outcome is not a problem. Whether or not students are 
critical thinkers may be identified in conventional assignments, by distinguishing whether 
students are applying each lesson as-is, or whether they are (i) picking up on the 
interdependencies between lessons and (ii) evaluating when each lesson applies to a given 
context and how to adapt lessons across contexts. The challenge in assessing this outcome 
resides in the perspective of whose problem is being solved and whether the solution is 
effective. Entrepreneurship students are primarily solving a customer’s problem, in which 
case the (potential) customers themselves are the best judges of whether the solution is 
effective; not the lecturer.  


3. Communication:  Our graduates will be effective professional 
communicators.  


Most entrepreneurship courses include assignments that include different forms of 
communication (verbal, written, visual, live, pre-recorded, etc.). However, as with the 


                                                 
1 https://www.business.unsw.edu.au/about/schools/management/course-outlines 







 


 


previous Outcome, the effectiveness aspect is best assessed by the intended audience of their 
message; again, this is not necessarily the lecturer. 


4. Teamwork:  Our graduates will be effective team participants.  


The effectiveness of a team can be proxied using the team-based assignments that 
each team submits: if their team-based assignment is high-quality, then it might be related to 
their ability to work as a team. Since this Outcome relates to the effectiveness of each 
individual team member within their team, as perceived by their team members, the lecturer 
is less qualified to make that assessment than the other team members. 


5. Ethical, social and environmental responsibility: Our graduates will 
have a sound awareness of the ethical, social, cultural and environmental 
implications of business practice.  


This outcome is quite vague since the genuine possession of ‘sound awareness’ is 
difficult to concretely establish. In comparison, it may be easier to evaluate effective 
expression or demonstration of these responsibilities with the assumption that they have 
actually been espoused. An additional complication resides in the fact that only some 
business ideas will explicitly incorporate an ethical, social or environmentally responsible 
character.   


Overall, for each of the Outcomes, there are challenges in evaluating whether they 
have actually been attained. Ignoring these challenges is not an option if universities want 
their graduates to succeed in their respective career paths. Most of the challenges are related 
to the lecturer not being the best person to judge the effectiveness of the Outcome, hence the 
involvement of external stakeholders in the course (Bliemel, 2014a).  


3 EXPERIENTIAL LEARNING 


The iterative nature of experiential learning (e.g., Kolb, 1984) is almost directly analogous to 
the iterative process of the Lean Method (Ries, 2011). Both cycles involve having abstract 
concepts or assumptions that are tested in more concrete forms in specific contexts, which 
generate observations or data from which new lessons are learned. Kolb’s experiential 
learning model implicitly assumes that the concrete experiences are where the ‘laps’ around 
the cycle are counted, i.e., that we first act, then, (given time to reflect), we conceptualize as a 
by-product of our actions, and then (re-)apply what we think we learned, and repeat this 
cycle. In comparison, the lean method takes a more deliberate approach to each cycle. Rather 
than learning being a by-product of prior actions, the cycle starts with a generalized concept 
or assumption that the learner intends to put to the test (not unlike the TV show 
‘Mythbusters’), by designing an experiment from which to make observations and learn from.  


Drawing on Bliemel (2014a) and the corresponding publicly available course outline, 
there are nine (9) different assessable activities for the course, which can be grouped into 
seven (7) forms of evaluation. Some of these activities are iterative (mastering a lesson 
through repetition) while others are more punctuated (discovering something new or one-off 
assignments). The forms of evaluation are: 


1. Subject matter testing: Weekly Readiness Assurance Tests (RATs) are 
performed, that test individual students’ knowledge of the subject matter. 







 


 


These are done online, with immediate feedback and could even be self-
paced as with “flipped-mastery” (Bergmann & Sams, 2012). 


2. Networking and interviewing: Two assignments require finding and 
interviewing an entrepreneur to learn from their experience and to initiate 
the process of engaging them on a regular basis as a mentor. Students also 
have to form their own teams, a process which requires networking within 
the class and learning about each other’s experiences, academic disciplines 
and skill sets.  


3. Creating an online presence: The mid-term assignment involves creating 
a customer-oriented online presence: creation of a website and an 
‘explainer’ video for the product or service. The site and video are graded 
in relation to the course’s subject matter, but also represent exercises that 
almost every entrepreneur does. The activity starts as a virtual experience, 
but becomes increasingly real as students learn from the behaviour of the 
(public) traffic on the site. 


4. Weekly updates: Each week, teams take stock of the business model 
hypotheses they tested in the previous week, use that feedback to update 
their business canvas, and propose new hypotheses. Hypotheses are 
usually tested by contacting external stakeholders such as potential 
customers, regulatory bodies, and potential partners. Each week’s progress 
is recorded in a weekly diary (e.g., weblog in the course’s LMS), and, at 
the beginning of each class, each team briefly verbalizes their progress in 
front of the rest of the class, for them to learn from each other’s 
experiences and improve their public speaking skills. The weekly updates 
resemble deliberate “interruptions” (Pepin, 2012) and “waypoints” 
(Draycott, Rae & Vause, 2011) that enable reflective learning. By 
repeatedly practicing these cycles of hypothesis design and testing, 
students master an important part of the Lean Method (Ries, 2011). 


5. Live presentations: In the final week of the course, all teams present the 
latest iteration of their business to a live panel of judges, including actual 
investors and entrepreneurs. The presentations are complemented with a 
tradeshow-like event immediately after the presentations during which 
judges can talk to each team and give them more feedback. This 
“DemoDay” is held off-campus in a setting in which real entrepreneurs 
pitch their businesses to potential investors. 


6. Executive summaries: Following the final presentation, the students have 
until the end of the week to revise and submit a 4-page executive summary 
that concisely summarizes the scale of the opportunity, the financial 
viability of the opportunity and the realism that the team has the right 
human and social capital to pursue the opportunity. 


7. Peer evaluations: Because most of the assignments are team-based, there 
is a risk of freeriding within teams. To mitigate that risk, and to encourage 
students to learn to give constructive feedback, an anonymous peer 
evaluation within each team is conducted twice per semester. 


Overall, this curriculum design provides a diverse arsenal of assignments through 
which students learn by doing, and their progress can be tracked over the duration of the 
semester. Two of the assignments (interviewing an entrepreneur and then mentor, and peer 
evaluations) are repeated twice, in order to reinforce or revise the experience contained 
within the process of completing each iteration of the assignment. The weekly updates can be 







 


 


repeated up to 10 times. With each iteration, students learn the process of designing 
hypotheses and experiments, while also learning more about their specific business idea. In 
comparison, the RATs are repeated almost weekly, but are lacking in developing deeper 
insights about the process (the structure of each pop quiz is almost identically simplistic) and 
are disconnected from the business idea (they merely test basic knowledge of each week’s 
resources). Other (major) assignments are only done once. However, these assignments 
directly build on each other and reinforce the experience of succinctly articulating a business 
idea, albeit in a different format (website, live or 4-page write-up). 


4 AUTHENTIC EXPERIENTIAL LEARNING 


“The difference between classroom learning and experiential learning [..] is 
like the difference between learning about roller coasters by watching one 
from across the street and learning about them while gripping the front 
handrail during the ride.” (McCormick, 1993, p. 261) 


To some degree, this quote is about experiential learning (i.e., learning by doing). It also 
reveals the difficulty in separating experience from authenticity (i.e., repeating a practice 
exercise vs repeating an exercise in practice). This course is designed to facilitate 
“interactions with industry [which] provides a more realistic experiential learning opportunity 
than in the conventional flipped classroom” (Bliemel, 2014a, p. 120). In other words, the 
structure of the course and these industry interactions are directly analogous to what happens 
in practice. Therefore, when students learn the course materials in such an immersive 
environment, they should be able to effectively reapply them when in a similar environment 
upon graduation. 


Authentic learning, according to the framework provided by Herrington and Oliver 
(2000), argues that “much of the abstract knowledge taught in schools and universities is not 
retrievable in real-life, problem solving contexts, because [the conventional] approach 
ignores the interdependence of situation and cognition. When learning and context are 
separated, knowledge itself is seen by learners as the final product of education rather than a 
tool to be used dynamically to solve problems” (Herrington & Oliver, 2000, p. 23). While 
their framework was designed for use in e-Learning environments, their emphasis on the 
context, uncertainty and complex problems fits well with EE. In contrast to Herrington’s 
work, several other studies related to EE invoke ‘authenticity’ as a criterion, but either 
describe it in very general terms (e.g., Zanko et al., 2011; Jackson, Sibson & Riebe, 2014), or 
only make casual mention of the term without definition (e.g., Yu & Man 2009; Jones, 
Matlay & Maritz, 2012; Yu, 2013; Gupta & Bharadwaj, 2013). 


The course design reviewed here (Bliemel, 2014a, 2014b) aims to simulate the 
programme design employed by business accelerators (Bliemel et al., 2014), wherein 
participants iteratively work on their new venture ideas and receive regular guidance on how 
to develop the venture. This course and accelerators both operate on a cohort model with a 
strong emphasis on learning. The role of the accelerator operator is analogous to the lecturer 
in a flipped classroom, in that “to facilitate learning, the teacher’s role moves from being 
directive to coaching, encouraging and questioning” (Draycott, Rae & Vause, 2011). The 
most significant difference is that the performance of accelerator programs is usually 
measured by follow-on investment and exits of ventures, while educational programs do not 
have such immediate commercial pressures and allow for graduates becoming an 







 


 


(intrapreneurial) employees (McMullen & Gillin, 1998) before becoming entrepreneurs 5-10 
years later (Rosa, 2003; Matlay, 2008). 


For each of the nine (9) authentic learning criteria, one or two examples from the 
curriculum design illustrate the overlap between the criterion and the EE course: 


1. Context: The physical space is like co-working spaces or business 
incubator offices used by most accelerators. The uncertainty of what the 
right solution is for a potential customer is not imposed by the lecturer (as 
with teaching cases) but involves a process of customer development, as 
also done by entrepreneurs.  


2. Activities: The iterative process of developing a new market, conducting 
first-hand market research, developing the business model and canvas, and 
doing an investor pitch all reflect activities done by entrepreneurs. The 
iterative process of testing business model hypotheses is identical to what 
occurs in practice, albeit at a slower pace (weekly).  


3. Access to experts: These experts are represented by the mentors for each 
team, the lecturer (who has industry experience), guest speakers and 
judges for the final demoday.  


4. Multiple roles and perspectives: Along with the diversity of perspectives 
within their teams, the feedback and perspectives from the mentors, 
lecturer, guests and potential customers may also be inconsistent. Teams 
then need to reconcile the multiple perspectives, just like actual 
entrepreneurs. 


5. Collaborative construction of knowledge: Collaboration is fostered 
within each team via various assignments. Social construction of 
knowledge is also fostered face-to-face (via each team’s in-class verbal 
update) and online (via the weekly written update). 


6. Reflection: In order to complete the weekly (verbal and written) update, 
each team must reflect on the hypotheses they set out to test the previous 
week, the results of those tests, and what they learned from those results.  


7. Articulation: Teams explicitly express their business ideas in multiple 
forms, including the weekly canvas updates, website, video, live pitches, 
and executive summary. 


8. Coaching and scaffolding: As in the subtitle of Bergmann and Sams’ 
(2012) book, the flipped classroom allows not just coaching by the lecturer 
at critical times, but in every class. Additional coaching and scaffolding is 
provided by each team’s mentor and guest speakers, including a Student 
Entrepreneur Development Manager at the university’s technology transfer 
office. 


9. Authentic assessment: The tasks of completing a website and product 
video for an unproven target market, getting feedback from potential 
customers and pitching to a live panel of investors are all complex and 
authentic tasks that any entrepreneur would do. In terms of their 
assessment, the marks are determined by the lecturer (are based on their 
experience with actual entrepreneurs and investor pitches) informed by the 
feedback and scores from the judges. 


Overall, different aspects of the course can address each of the nine authenticity 
criteria. That said, it is not required for each of the criteria to be equally represented, or for 
every assignment to reflect all nine criteria. While it remains unclear how many of the 







 


 


authenticity criteria need to be met to create an authentic learning environment, surely more 
is better. To the extent that ‘more is better’, the curriculum design scaffolds the level of 
authenticity of experiences across three levels: (i) indirect and vicarious experiences through 
the experience of others (e.g., industry guests), (ii) direct and virtual experiences through 
exercises that are primarily within the classroom, and (iii) direct and real experiences through 
experiences that have high authenticity. These will be covered in greater detail in the next 
section. 


5 SCAFFOLDING THE AUTHENTICITY OF OUTCOMES 


In light of the seven experiential curriculum components and the nine authenticity 
criteria above, this section reviews the five (5) Outcomes to assess the degree to which they 
can be authentically attained. I draw on the components and criteria to categorize the level of 
authenticity supporting each Outcome as (i) vicarious, (ii) virtual, or (iii) authentic. Vicarious 
experiences are analogous to indirect ones (Shepherd, 2004) in which students learn from 
other’s experiences. Virtual experiences include simulations of what entrepreneurs 
experience in a way that is delivered primarily in the artificial confines of the classroom. 
Authentic experiences include interactions with industry (e.g., potential customers, suppliers, 
investors) that are indistinguishable to what entrepreneur’s actually experience. 


Each of the five Outcomes (in abbreviated form) and supporting experiences for each 
category are: 


1. Knowledge:  
a) Indirect experience: RAT questions, including questions about Eric 


Ries’ experience as an entrepreneur. Key lessons and facts about 
entrepreneurship are also reinforced by stories from guests and the 
entrepreneurs and mentors interviewed by the teams.  


b) Virtual experience: The development of an initial business canvas is a 
virtual exercise that is analogues to the real process, but is not (yet) 
based on contact with actual potential customers. 


c) Authentic experience: For most subsequent iterations of the business 
canvas, students develop hypothesis based on the course materials and 
get real feedback. They then demonstrate how they apply this 
feedback and adapt their business model to their local contact in their 
subsequent business canvas upload. 


2. Critical thinking and problem solving:  
a) Indirect experience: Students learn from the entrepreneurs they 


interview and from guests about how they solved their own and their 
customer’s problems. During the weekly update pitches, they also 
learn from other teams who are at the same stage of development. 


b) Virtual experience: Any time a team generates a new set of hypotheses 
about how their solution addresses a customer’s problem , they are 
learning virtually. 


c) Authentic experience: When these business model hypotheses are 
tested with potential customers, investors, suppliers or other external 
stakeholders, then the virtual learning becomes authentic.  


3. Communication: 
a) Indirect experience: Students learn indirectly about communication 


any time they are recipients of other’s communication, such as reading 







 


 


press releases or watching the required videos. They also learn 
vicariously via the in-class guests and the entrepreneurs they 
interview. 


b) Virtual experience: Students learn to communicate as entrepreneurs 
when they communicate their business ideas verbally (in-class, as with 
the update pitches) or in written form (in assignments submitted to the 
lecturer).  


c) Authentic experience: The learning environment becomes authentic 
when students communicate their business ideas to their mentors, 
potential customers, suppliers or investors, and solicit their feedback, 
such as through interviews, focus-groups, surveys, websites, flyers, or 
pitches. Evidence of the authenticity of the communication and 
feedback is recorded in their comments about which hypotheses they 
tested and how they were tested. 


4. Teamwork: 
a) Indirect experience: Almost every guest in the course has emphasized 


that people matter and has stressed the importance of forming a good 
team. 


b) Virtual experience: Every assignment with a teamwork component 
presents a coordination and delegation challenge that needs to be 
resolved as a team. Their performance as a team is reflected in the 
quality of their assignments. Their performance within the team is 
reflected by their peer evaluations and also in the in-class team 
dynamics. 


c) Authentic experience: the nature of the assignments, and the 
uncertainty and complexity of designing a new venture all 
authentically resemble the challenges that founding teams face.  


5. Responsibility: 
a) Indirect experience: Through guest speakers (like the founder of 


Conscious Step2, an alumnus of the same university and winner of a 
related business plan competition), students learn about the 
importance and power of embedding social and ethical responsibilities 
in their ventures.  


b) Virtual experience: Teams demonstrate that they are thinking about 
such responsibilities when they explore opportunities to associate 
themselves with social or charitable initiatives, such as giving a 
percentage of profits to a designated non-profit. 


c) Authentic experience: Occasionally, teams go as far as to contact the 
founders of non-profits they wish to align themselves with. For 
instance, a team that pursued more effective pool safety signage 
gained the personal endorsement of the founder of Kids Alive3, a 
program established to decrease the risk of drowning of kids that was 
launched by the then Prime Minister in 2000. 


                                                 
2 http://consciousstep.com/ (retrieved 22 January, 2015) 
3 https://www.youtube.com/watch?v=zUM6_BUvMVY (retrieved 22 January, 2015) 







 


 


6 DISCUSSION AND LIMITATIONS  


The categorization above demonstrates that each Outcome can be addressed with increasingly 
authentic educational experiences. In many cases, it may not be possible to clearly 
differentiate virtual from authentic experiences because they depend on the perception and 
engagement of the student. Given the exact same assignment, students can see it as an 
academic exercise behind closed doors, or embrace the situation as a live dress rehearsal to 
becoming an entrepreneur. Either way, an authentic learning environment has been provided 
for students to choose how much they want to engage in the practice of being an entrepreneur 
and the process of evaluating entrepreneurial ideas. The authenticity of their experience is 
also contingent on their interaction with stakeholders outside the course. 


The authenticity of the learning environment provided by the inside-out flip fits nicely 
with the proposal to engage with external stakeholders (Jones & Matlay, 2011) and to build 
empathy with what it really is like to be an entrepreneur (Jones, Matlay & Maritz, 2012). 
Perhaps the most significant limitation in designing authentic EE programs is knowing where 
to draw the line between entrepreneurship education, and educational entrepreneurship. Legal 
advice from the technology transfer office provides some guidelines that can help make this 
distinction, including: 


1. The legality of the business idea. It cannot breach of any consumer or 
other laws. 


2. The students do not purport to be a university sponsored business. They 
may clearly present the business as a university-based course work project, 
or they may present it as an independent business that is not (yet) endorsed 
by the university, but not both. 


3. They may not use their university email for business purposes. Vice-versa, 
they are not permitted to spam university email accounts from their 
business email. 


4. Their business does not damage the reputation of the university. 


It remains to be determined if the authenticity of the learning environment can be 
maintained without the in-class experience. There are increasing numbers of online courses 
and MOOCS in entrepreneurship, as well as online-only business accelerators (e.g., 
acceleratoru.com or bschool.edu.au). These programs suggest there is an opportunity for 
students to learn entrepreneurship, facilitated online, but it remains doubtful if they have 
thought through the attainment of the Outcomes in an authentic manner or can push beyond 
indirect and virtual experiences. 


7 CONCLUSION 


This paper summarizes how experiential and authentic learning approaches complement each 
other and enable students to gradually progress towards authentically attaining the Program 
learning Outcomes in an entrepreneurship course.  


8 REFERENCES 


Bergmann, J & Sams A (2012) Flip your classroom: Talk to every student in every class 
every day. International Society for Technology in Education. 







 


 


Bergmann, J & Sams A (2014) Flipped learning: Gateway to Student Engagement. 
International Society for Technology in Education. 


Bliemel, MJ (2014a) Lessons from an inside-out flip in entrepreneurship education.  Small 
Enterprise Research, 21(1), 117-128 


Bliemel MJ (2014b) Getting Entrepreneurship Education Out of the Classroom and into 
Students’ Heads. Entrepreneurship Research Journal, 4(2), 237-260. 


Draycott, M. C., Rae, D., & Vause, K. (2011). The assessment of enterprise education in the 
secondary education sector: A new approach? Education + Training, 53(8/9), 673-
691. 


Edwards, L.-J., & Muir, E. J. (2012). Evaluating enterprise education: why do it? Education 
+ Training, 54(4), 278-290. 


Gupta, N., & Shah Bharadwaj, S. (2013). Agility in business school education through 
richness and reach: a conceptual model. Education + Training, 55(4/5), 370-384. 


Herrington, J., & Oliver, R. (2000). An instructional design framework for authentic learning 
environments. Educational technology research and development, 48(3), 23-48. 


Healthcare, and Higher Education (Vol. 2006, No. 1, pp. 3164-3173). 
Jackson, D., Sibson, R., & Riebe, L. (2014). Undergraduate perceptions of the development 


of team-working skills. Education + Training, 56(1), 7-20. 
Jones, C., & Matlay, H. (2011). Understanding the heterogeneity of entrepreneurship 


education: going beyond Gartner. Education + Training, 53(8/9), 692-70 
Jones, C., Matlay, H., & Maritz, A. (2012). Enterprise education: for all, or just some? 


Education + Training, 54(8/9), 813-824. 
Lackéus, M. (2015). Entrepreneurship in Education‐What, Why, When, How. Trento, Italy: 


Background paper for OECD‐LEED. 
Lackéus, M., Lundqvist, M. & Middleton, K. (2015) Opening up the Black Box of 


Entrepreneurial Education - Outline of an app-based action research project. 3E 
Conference, April 23-24,  Luneburg, Germany 


Matlay, H. (2001). Entrepreneurial and vocational education and training in central and 
Eastern Europe. Education + Training, 43(8/9), 395-404. 


Matlay, H. (2006). Researching entrepreneurship and education: Part 2: what is 
entrepreneurship education and does it matter? Education + Training, 48(8/9), 704-
718. 


Matlay, H. (2008). The impact of entrepreneurship education on entrepreneurial outcomes. 
Journal of small business and enterprise development, 15(2), 382-396. 


McCormick, D. W. (1993). Critical Thinking, Experiential Learning, and Internships. Journal 
of Management Education, 17(2), 260-62. 


McMullan, W. E., & Gillin, L. M. (1998). Developing technological start-up entrepreneurs: a 
case study of a graduate entrepreneurship programme at Swinburne University. 
Technovation, 18(4), 275-286. 


Pepin, M. (2012). Enterprise education: a Deweyan perspective. Education + Training, 
54(8/9), 801-812. 


Ries, E. (2011). The lean startup: How today's entrepreneurs use continuous innovation to 
create radically successful businesses. Random House LLC. New York, NY 


Rosa, P. (2003). Hardly Likely to Make the Japanese Tremble’The Businesses of Recently 
Graduated University and College ‘Entrepreneurs. International Small Business 
Journal, 21(4), 435-459. 


Shepherd, D.A. (2004). Educating entrepreneurship students about emotion and learning from 
failure, Academy of Management Learning & Education, 3(3), 274-287. 







 


 


Wai Mui Yu, C. (2013). Capacity building to advance entrepreneurship education: Lessons 
from the teen entrepreneurship competition in Hong Kong. Education + Training, 
55(7), 705-718. 


Yu, C. W., & Man, T. W. (2009). Social interaction and the formation of entrepreneurial 
characteristics: A case study in authentic enterprise activity. Journal of Workplace 
Learning, 21(8), 595-613. 


Zanko, M., Papadopoulos, T., Taylor, T., Fallshaw, E., & Lawson, R. (2011). Professional 
learning in the business curriculum: engaging industry, academics and students. Asian 
Social Science, 7(4), 61-68 


 








A preliminary investigation into the drivers of Australian Seniors’ 


entrepreneurial activity 


Abstract 


Senior entrepreneurs are the fastest growing entrepreneurial group in many developed 


countries.  Ageing workforces and the increasing dependency ratios found in developed 


economies attract prominent policy interest and research towards older workers, including the 


promotion of business start-ups and self-employment (jointly referred to as entrepreneurship 


in this research) as a late-career alternative (Kautonen, 2012). We define senior 


entrepreneurship as the process whereby people aged 50 plus participate in business start-ups 


(Hart et al., 2004).  We ask why is self-employment an attractive option for seniors and what 


drives Seniors into business start-ups ?  To answer the research question we conducted a 


mixed-method study based on qualitative and quantitative data from the members of the 


National Senior’s Association in Australia. This paper makes an important contribution to 


theory and practice by exploring the drivers and motivators of seniors to start new businesses 


based upon necessity, opportunity, and other motivators.  Our findings imply different policy 


initiatives for Senior Entrepreneurship.   


Key words: Senior entrepreneurs, Mature entrepreneurs, Opportunity 


entrepreneurship, Necessity entrepreneurship, Entrepreneurial motivations. 


Introduction 


The inordinate size of the “Baby Boom” generation, born post World War II between 


1946 and 1964, combined with society’s success in increasing the lifespan and health of 


individuals means individuals, organisations, governments and broader society are facing a 


new challenge; What to do in our later years? Many mature workers are entering or re-


entering entrepreneurship. In some countries the fastest growing entrepreneurship segment is 


entrepreneurs starting their first businesses between the ages of 55 and 64 years (Mayhem 


2014).  Although Seniors are in general less likely to engage in the entrepreneurial activity 


due to health issues, time allocation preferences, and other personal reasons (Curran and 


Blackburn 2001; Singh and DeNoble 2003, Levesque and Minniti, 2006), the size of the 


Baby Boomer generation makes it a large and growing segment. Ageing workforces and the 


increasing dependency ratios found in developed economies attract prominent policy interest 


and research towards older workers, including the promotion of business start-ups and self-


employment (jointly referred to as entrepreneurship in this research) as a late-career 


alternative (Kautonen, 2012). For the purpose of this research we define senior 


entrepreneurship as the process whereby people aged 50 plus participate in business start-ups 


(Hart et al., 2004).  


Two lines of argumentation explain the recent surge of interest in senior 


entrepreneurship (Kautonen et al., 2014). The first is the argument as populations age; the 


number of older business founders will automatically increase. Business start-ups by ageing 


populations are thus a result of either being pulled or pushed into self-employment (Dawson 


& Henley, 2012). The mature worker could be pushed into self-employment by being pushed 


out of employment or through lack of job opportunities.  







Older people may also be pulled into self-employment by the attraction of a business 


opportunity.  For example an individual may start a lifestyle business to pursue an interest, 


hobby or personal dream.  The second line of argumentation is based on the promotion of 


entrepreneurship in older age segments as a prospective policy option (Kautonen, et al., 


2014). The objective here is to increase entrepreneurial intentions; one’s desire to own one’s 


own business or to start a business (Bae et al., 2014).  This represents being pulled into self-


employment through personal desire or seeing an attractive opportunity for oneself (Dawson 


& Henley, 2012).  Corresponding with the broader push and pull drivers of entrepreneurial 


activity, in this project, we apply Lundstrom and Stevenson’s (2005) framework of three 


factors that influence entrepreneurial activity, relevant from a policy perspective. These 


factors include motivation, skills, and opportunity.  


In our research, we ask why self-employment may become an attractive option for 


seniors and what drives business start-ups by ageing populations?  This question is broken 


down into two components. We conducted a mixed-method study using qualitative and 


quantitative data from the members of the National Senior’s Association in Australia to 


answer both components of the research question.  First (RQ1), we ask how senior 


entrepreneurs identify with their role, namely being self-employed at a later stage in life. To 


this purpose, we explored opinions, feelings and attitudes of senior entrepreneurs towards 


self-employment at a later stage in life. Secondly (RQ2), we ask what drives seniors to 


engage in entrepreneurial activity: is it opportunity, necessity, or something else?  To this 


purpose, we surveyed seniors on their entrepreneurial motivations (Dawson & Henley, 2012) 


and explored the effect of these on whether or not they have actually engaged in some form 


of self-employment.    


This paper makes two important contributions to theory and practice. Firstly, it 


explores the identity of senior entrepreneurs, based on their feelings and attitudes towards 


employment at a later life stage. Secondly it determines the extent seniors are driven to start 


new businesses based upon necessity, opportunity or other motivational factors. Based on our 


results, firstly, we explored the unique characteristics, motivations and identity of senior 


entrepreneurs in Australia, which allows us to gauge the potential impact of a range of Public 


Policy initiatives in modifying the Entrepreneurship Ecosystem to support Seniors’ 


participation in entrepreneurship.  Secondly and confirm the main drivers of their 


entrepreneurial activities. 


Literature Review  


In this section we discuss the literature on Senior Entrepreneurs and develop 


hypotheses around their motivations for engaging in entrepreneurial activity.     


Birley and Westhead (1994) note that individuals start businesses for many different 


reasons , which can be described as “determinants” (Davidsson, 1991), “entrepreneurial 


intentions” (Douglas and Shepherd, 2002), “entrepreneurial motivations” (Shane et al., 2003),  


“drivers” (Hessels et al., 2008), or “factors” (Naudé et al., 2008).  Bygrave (1997) proposes 


that a triggering event often prompts an individual to become an entrepreneur.  These events 


can be interpreted by the entrepreneur as opportunity (favourable) or necessity (unfavourable) 


motivations (Dawson and Henley, 2012). Hechavarria and Reynolds (2009) suggest that 


opportunity motivations describe “people who choose to start their own business by taking 


advantage of a perceived entrepreneurial opportunity”, while necessity motivations describe 


“people who start a business because other employment options are either absent or 


unsatisfactory” (p. 418). 
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Lundstrom and Stevenson’s (2005) framework consists of three factors that influence 


entrepreneurial activity: motivation, skills, and opportunity. Motivation refers to the social 


value placed on entrepreneurship and its desirability and feasibility as a career and 


employment option. Skills refer to the technical, business and entrepreneurial skills and know 


how. Opportunity refers to the favourability of the business environment for entrepreneurship 


(Kautonen, 2012), which is generally considered at the individual level to include 


Opportunity (favourable) or Necessity (Unfavourable).  This study focuses on the Senior 


Entrepreneurs’ entrepreneurial drivers including their motivations, and perceptions of 


opportunity and necessity.  


Seniors’ Opportunity Driven Entrepreneurship 


An opportunity is an idea that is attractive, durable, timely and anchored in a product 


or service that creates value for others and it is perceived as practically feasible by the 


entrepreneur (Barringer, & Ireland, 2008). It has been demonstrated that higher perceptions 


of opportunity motivation lead to increased entrepreneurial activity (Dawson and Henley, 


2012). There is no reason to believe that it would be otherwise for seniors. 


H1: Seniors’ Opportunity motivation is positively related to Entrepreneurial activity  


Seniors’ Necessity Driven Entrepreneurship 


Necessity refers to an unfavourable business environment for Senior Entrepreneurs 


(Kautonen, 2012).  While many mature workers would like to keep working, the reality is 


that job opportunities could start drying up well before retirement age for several reasons. 


First mature workers, past the age of 50, may not be able to continue working in their 


previous careers due to physical or health reasons. Secondly, mature workers may suffer from 


overt and covert discrimination in the workforce.  Consequently many mature workers may 


look towards self-employment opportunities to maintain their career, income and self-


expression. This is part of what we call Necessity Senior Entrepreneurship. Perceived levels 


of necessity do not lead to significantly increased levels of entrepreneurial activity. Based on 


the findings of Kautonen (2012), we can assume that this is true for seniors too. 


Despite the lack of direct influence, it has been found that necessity as an 


environmental factor has an indirect influence on entrepreneurial activity through other 


drivers of entrepreneurship. 


H2. Seniors’ Necessity motivation has a significant indirect influence entrepreneurial 


activity. 


Seniors’ Other Motivations Driving Entrepreneurship 


Based on the framework proposed by Lundstrom and Stevenson (2005) further to 


opportunity, skills and other motivators also influence entrepreneurial activities. Based this 


framework and prior empirical results, it can be proposed that skills and other motivations are 


positively related to entrepreneurial activities (Dawson and Henley, 2012).  


H3. Seniors’ skills and other motivations are positively related to entrepreneurial 


activity. 


Seniors’ Contextual Motivations Driving Entrepreneurship 


The phenomenon of senior entrepreneurship has been embedded in a social context in 


which seniors are looking for alternatives enhancing their quality of life near to or post 


retirement. In a world of financial pressures on retirees and increasing costs of older age 







living arrangements, coinciding with the shrinking of institutionalised economic opportunities 


for an older generation in developed countries, entrepreneurial activity can be considered an 


effective solution. Research has found that one of the major advantages of senior 


entrepreneurs is their extensive experience and connectedness. This suggests that various 


social contextual factors positively influence entrepreneurial activity of seniors. 


H4a. Seniors’ social contextual motivations are directly positively related to 


entrepreneurial activity. 


Social factors are not only sources of motivations of seniors, but are also known to 


shape the way in which attitudes are formed, placing social motivations in a similar position 


to necessity motivations. This implies, that social motivations impacts other  


H4b. Social contextual motivations directly influence seniors’ opportunity and other 


entrepreneurial motivations. 


Methodology 


We collected qualitative and quantitative data from the members of the National 


Senior’s Association in Australia (NSA). From this we identified appropriate scales to 


measure Opportunity, Necessity and Motivational factors.  


Prior to the quantitative data collection, we interviewed 20 Senior Entrepreneurs to 


provide a richer evaluation of the research findings of the quantitative study. In particular, we 


were interested in the feelings and attitudes of senior entrepreneurs as the basis of the 


formation of their identities, in relation to self-employment at a later career stage. We used a 


theoretical sample covering the larger states, male and female, younger (50 to 60) and older 


(60 plus).  


For the quantitative study component, 68,000 seniors (members of NSA) received an 


invitation to complete the questionnaire. The distribution yielded a response of 102 


completed online questionnaires. Members of NSA are people over the age of 50 years of age 


(or are spouses / partners of someone over 50), share an active interest in seniors’ issues and 


need to apply for membership in the Association. It was deemed appropriate to attempt 


recruiting participants for this study as we expected senior entrepreneurs to be socially active 


and engaged with such networking forums. Further to this NSA financially supported the data 


collection and provided access to respondents by allowing the researchers to contact its 


members. The survey distribution approach was based on self-selection (Covert 2007), 


relying on available subjects (Babbie 1990), which is a non-probability sampling method. 


The number of responses acquired is adequate for a number of multivariate statistical 


methods, including exploratory factor analysis to validate the scales used and comparison of 


sub-group characteristics in the sample (Hair et al. 2006). Results were analysed using 


multivariate statistical methods (SPSS V23 for Exploratory Factor Analysis, and MPlus V7.4 


for path modelling). This analysis  


Qualitative Analysis 


From our qualitative interviews we gathered Senior Entrepreneur’s thoughts, 


opinions, feelings and attitudes towards self-employment at a later stage in life. We found 


that prior experiences in paid employment may influence the outcome of entrepreneurial 


endeavours. For example, participants who pursued entrepreneurship through lack of other 







options (e.g., unable to secure paid employment) tended to report lower levels of satisfaction 


and higher barriers to entry.  


“To some degree we're forced down a path of setting up our own business because at, 


whatever this magic age is, whether it's 50 or 55 or 60, the big end of town is 


interested in employing the 25 or 30 year olds.” SE516 


By contrast, participants who pursued entrepreneurship through ‘pull factors’ (e.g., 


opportunity identification or as a lifestyle choice) who exited paid employment during 


younger years appeared to view entrepreneurship positively and cited little if any barriers to 


starting one’s own business.  


“A friend of mine said ‘you're too young to retire’ and I thought ‘yes I am too young 


to retire.’ I need something to do. I need to be challenged. I need to be active. I then 


decided that that's when I'd really push forward [with my business].” SE509 


Whilst nearly all participants cited age discrimination in paid employment, the 


domain of entrepreneurship appears somewhat liberated from age-based discrimination.  


“[Discrimination] in relation to work, yes. But in relation to being an [entrepreneur], 


no.” SE201 


“I think there are less barriers in age for entrepreneurs than there are when you're 


younger. I can walk into an organisation and people go ‘ah yeah, balding grey haired 


old man, he must know something’ whereas when I walked in there in my 20s and go 


‘I want to restructure your company and I want to do this and I want to do that and 


do something else with it’, they'd go ‘go away’.” SE513 


The interview results have shown that senior entrepreneurs’ identities and career paths 


are shaped through both push and pull factors. Based on the responses quoted, it seems that 


whilst lack of other opportunity (push factor) is widely recognised, the primary factor of 


entrepreneurial endeavour at a later stage is personal capability and opportunity (pull factors). 


This – to a large degree – creates a positive and distinctive identity and self-perception for 


senior entrepreneurs, which probably further shapes the way seniors’ entrepreneurial 


activities are driven by the various motivators. 


Quantitative Analysis 


Scales and Measures 


In order to capture respondents’ entrepreneurial intent and motivation, data was 


collected using three scales: Motivation (Hatak et al. 2013), Opportunity (Hatak et al. 2013), 


and Intentionality (Kibler 2013). The Motivation scale of Hatak et al. (2013) contained 17 


indicators of which 14 relevant items were included in the survey. The Opportunity scale of 


Hatak et al. (2013) consisted of 8 indicators of which 7 relevant items were included in the 


survey. Finally all 11 items of the Intentionality scale of Kibler (2013) were included in the 


survey. Items eliminated in the survey design phase were deemed redundant, duplicated in 


other scales or irrelevant to senior entrepreneurs. Responses were collected on a 7-point 


Likert-type scale format, with 1 meaning ‘strongly disagree’ and 7 meaning ‘strongly agree’. 







Response demographics 


The 102 responses collected contained some missing data, but only 2 of the 102 


responses were completely missing information on any one of the three scales. Due to the low 


magnitude of missing information, it was decided to analyse the data without applying any 


remedy to missing data, relying on the 100 complete responses. 


Table 1: Distribution of respondents by demographic characteristics 


Demographic 


characteristic Categories 


All respondents 
Senior  


Entrepreneurs 
Other Seniors 


Freq. Percent Freq. Percent Freq. Percent 


Gender 
Female 53 52% 25 51.0% 28 52.8% 


Male 49 48% 24 49.0% 25 47.2% 


Age  


group 


50 to 55 22 21.6% 6 12.2% 16 30.2% 


56 to 60 33 32.4% 18 36.7% 15 28.3% 


61 to 65 24 23.5% 13 26.5% 11 20.8% 


66 to 70 12 11.8% 8 16.3% 4 7.5% 


71 and older 11 10.8% 4 8.2% 7 13.2% 


Education 


No formal qualification 1 1.0% 1 2.0% 1 1.9% 


Year 10 or equivalent 2 2.0% 3 6.1% 1 1.9% 


Year 12 or equivalent 6 5.9% 6 12.2% 3 5.7% 


TAFE Certificate 19 18.6% 12 24.5% 13 24.5% 


Bachelor degree 23 22.5% 21 42.9% 11 20.8% 


Postgraduate degree 34 33.3% 1 2.0% 13 24.5% 


No response 17 16.7% 6 12.2% 11 20.8% 


Marital  


status 


Single 19 18.6% 6 12.2% 13 24.5% 


De facto 9 8.8% 6 12.2% 3 5.7% 


Married 66 64.7% 35 71.4% 31 58.5% 


Other 8 7.8% 2 4.1% 6 11.3% 


Country  


of birth 


Australia 68 66.7% 31 63.3% 37 69.8% 


Not Australia 34 33.3% 18 36.7% 16 30.2% 


Location 


NSW 21 20.6% 6 12.2% 15 28.3% 


QLD 30 29.4% 15 30.6% 15 28.3% 


SA 4 3.9% 3 6.1% 1 1.9% 


TAS 4 3.9% 1 2.0% 3 5.7% 


VIC 36 35.3% 22 44.9% 14 26.4% 


WA 6 5.9% 2 4.1% 4 7.5% 


NT 1 1.0% 0 0% 1 1.9% 


Length  


of self- 


employment 


Less than 1 year 2 4.1% 1 2.0% 1 1.9% 


1 to 2 years 6 12.2% 6 12.2% 0 0% 


3 to 5 years 12 24.5% 12 24.5% 0 0% 


6 to 10 years 2 4.1% 2 4.1% 0 0% 


More than 10 years 20 40.8% 20 40.8% 0 0% 


Not disclosed 7 14.3% 8 16.3% 52 98.1% 


Number of  


businesses 


started over 


last 10 years 


1 25 51.0% 24 49.0% 1 1.9% 


2 to 5 15 30.6% 15 30.6% 0 0% 


6 or more 2 4.1% 2 4.1% 0 0% 


Not disclosed 7 14.3% 8 16.3% 52 98.1% 


TOTAL 49 100% 49 100% 53 100% 







All respondent were residents of Australia, over 50 years of age, and 49 of 102 


respondents indicated to be currently either self-employed or acting as a partner in a business. 


This variable was our basis of assessing engagement of seniors in entrepreneurial activity. 


Table 1 illustrates the distribution of respondents by various other demographic 


characteristics, identified relevant in the literature review based on prior studies of 


entrepreneurial attitudes and senior entrepreneurship. 


53 of 102 respondents were female, the remaining male. 75 respondents indicated 


being married (or in a de facto relationship), and only 34 respondents were not Australian 


born, of whom only one lived in Australia for less than a year. Respondents primarily resided 


in Victoria (35.3%), Queensland (29.4%) and New South Wales (20.6%). 20 respondents 


were either unemployed or working on a casual basis, and 11 were retired. Of the 42 


respondents indicating self-employment, 22 have been self-employed for over 5 years, and 17 


have started more than one business in their life. Most frequent sectors of activity among self-


employed were professional services, education and training, healthcare, property and retail.  


Evaluation of scales 


Exploratory Factor Analysis using SPSS V23 was conducted on the three scales 


(Motivation, Opportunity and Intentionality) to explore the main components of 


entrepreneurial motivation among the respondents. Non-orthogonal (Principal Axis 


Factoring) method using Maximum Likelihood rotation was employed, suggesting the 


presence of 5 dimensions in the data based on observing the scree-plot criterion. Due to the 


relatively low number of observations (102) compared to the number of indicators (42), it 


was expected a valid factor structure was not possible to achieve. Indicators with strong 


(greater than 0.3) cross loadings and indicators with weak (lower than 0.3) loadings were 


progressively removed from the analysis, resulting in a four factors model solution displayed 


in Table 2. 


The four factors identified in the data are (1) Social influences; (2) Necessity; (3) 


Opportunity and (4) Intrinsic motivations. The items retained closely align with the factor 


titles, demonstrating face validity of the scales. Social influences align with the social 


contextual construct identified in literature. Necessity and Opportunity are both constructs 


suggested in literature. Finally, Intrinsic motivations are aligned with the factor of skills and 


other motivations as discussed in the literature review. Results of the EFA have not 


confirmed presence of separate factors for skills and other motivations in the data, hence 


Intrinsic motivations is used as an aggregate scale measuring this construct. 


Table 3: Correlation matrix and discriminant validity 


  AVE People Necessity Opportunity Personal 


Social 0.557 0.746       


Necessity 0.477 0.290** 0.691     


Opportunity 0.267 0.374** 0.092 0.517   


Intrinsic 0.275 0.515** 0.347** 0.413** 0.524 


 ** Pearson correlation, significant at p<0.01  


The four factors extract 44.23% of the total variance, and display a good probability 


fit (χ2 (74) = 78.638; p=0.334), supporting the convergent validity of the measures. 


Reliability of the scales was considered acceptable (three above 0.7, one over 0.6) according 


to the recommendations of Hair et al. (2006). Discriminant validity of the scale was assessed 


using the Fornell-Larcker criterion (Fornell & Larcker 1981) Table 3 displays the correlation 







matrix between the scale scores, and the squared root of the Average Variance Extracted 


(AVE) in the diagonal of the matrix, demonstrating the discriminant validity of the scales. 


With all diagonal scores exceeding the corresponding correlation coefficients, discriminant 


validity of the scales is demonstrated. It is remarkable, that opportunity and necessity 


motivations are not significantly correlated in the sample. 


Table 2. Factor Analysis 


Survey items: 


Factors 


1 2 3 4 


[I believe that my colleagues and people important  


to me think that I should start my own business] 
.884       


[I believe that my closest friends think  


that I should start my own business] 
.815       


[I intend to or currently engage in start-up activities  


as I have a desire to help others  


(increasing the well-being throughout society)] 


.667       


[Other Seniors involved in start-up activities  


inspired me to also participate in start-up activities] 
.581       


[I intend to or currently engage in start-up activities  


as I have no other choice to supplement my income] 
  .815     


[Start-up activity is due to the necessity  


to supplement income] 
  .646     


[The reason why I am starting my own  


business is due to redundancy or inability  


to secure paid employment ] 


  .590     


[For me starting my own business would be very easy]     .681   


[Start-up activity is less risky than paid employment]     .619   


[I am equipped and confident to engage  


in start-up activities] 
    .529 .301 


[Seniors have higher technical and managerial skills  


than their younger counterparts] 
    .526   


[Previous start-up activity influenced my decision  


to further start-up activity] 
    .455   


[Prior experience in paid employment influences  


my willingness to engage in start-up activities] 
    .378   


[The Government promotes start-up  


and self-employment for Seniors ] 
    .338   


[I intend to or currently engage in start-up activities  


to achieve personal or family goals] 
      .622 


[I intend to or currently engage in start-up activities  


to increase my wealth] 
      .528 


[I would like to be paid based on my achievements]       .479 


[I would like to be my own boss]       .450 


Cronbach's Alpha 0.808 0.769 0.702 0.634 


Eigen value 4.268 2.114 1.746 1.477 


Variance extracted 13.32% 16.93% 6.73% 7.25% 


Average Variance Extracted (AVE) 0.557 0.477 0.267 0.275 







Finally, scale scores were compared between respondents classified as Senior 


Entrepreneurs and other seniors, to articulate the difference in motivation characteristics 


between these two groups of respondents. For the purpose of this study, senior entrepreneurs 


were the respondents who indicated that they are either self-employed or are partners in a 


business. Table 4 displays the comparison of scale mean scores between the two groups. 


Table 4: Senior entrepreneurs’ motivation scores 


Motivations N Mean Std. Deviation 


Social Seniors 51 4,2369 1,64548 


Senior entrepreneurs 49 4,4456 1,48756 


Necessity Seniors 51 4,2810 1,74944 


Senior entrepreneurs 49 4,2551 1,82926 


Opportunity Seniors 53 3,9969 1,18538 


Senior entrepreneurs 49 4,6176 ,96946 


Intrinsic Seniors 53 5,1069 1,53697 


Senior entrepreneurs 49 5,8741 1,03248 


Table 5 shows the significance of means differences between senior entrepreneurs and 


seniors. Senior entrepreneurs display significantly (p<0.01) higher opportunity and personal 


motivations compared to the other seniors. 


Table 5: Comparison of senior entrepreneurs’ motivation scores across groups 


  


Levene’s Test t-test for Equality of Means 


F Sig. t df 


Sig.  


(2-tailed) 


Mean  


Diff. 


S. E. 


Diff. 


Social Equal var.  2.071 .153 -.664 98 .508 -.2087 .31409 


No eq. var.      -.666 97.65 .507 -.2087 .31345 


Necessity Equal var.  .392 .533 .072 98 .942 .0260 .35787 


No eq. var.      .072 97.30 .942 .0260 .35819 


Opportunity Equal var.  1.899 .171 -2.881 100 .005 -.6206 .21544 


No eq. var.      -2.903 98.57 .005 -.6206 .21376 


Intrinsic Equal var.  12.969 .000 -2.935 100 .004 -.7672 .26143 


No eq. var.      -2.979 91.53 .004 -.7672 .25754 


 


Model analysis 


A path model in MPlus V7.4 using WLSMV estimator (appropriate estimator for path 


models with categorical dependent variables) was used to evaluate the proposed relationships 


between entrepreneurial action as independent variable, Social influences, Opportunity, 


Necessity and Intrinsic motivations as independent and mediating variables, education and 


marital status as demographic control variables. Previous start-up experience (years, number 


of start-ups) was not included in the group of controls, as almost none of the respondents 


currently indicating no entrepreneurial activity gave any response to these questions, 


suggesting a substantial response bias. Age was not included as a control variable, because 


the sample is expected to represent senior entrepreneurs as a homogenous group. Most 


respondents were Australian born, and the particular states of residency were represented in 


low numbers per category to be considered as statistically meaningful control variables.  







The demographic control variables used in the model were dichotomised for easier 


interpretation and stat. University [0;1] education was split into 1: undergraduate or 


postgraduate degree or equivalent; 0: others. Alone [0;1] was splint into 0: married or in de-


facto relationship; 1: others. Gender was represented by the valuable Female [0;1] split into 


1: female, 0: male. 


The model analysis sets out to test the hypothesised structure of influence of the 


various factors on the dependent variable. Figure 1 shows the hypothesised path model. 


Further testing reveals a strong model fit and paths suggesting some degree of approval of the 


hypothesised relationships in the model. Table 6 provides detailed standardised path 


coefficients and their significances. The path model displays strong fit (χ2 = 12.757, df = 10, 


p = 0.2376, RMSEA = 0.053, CFI = 0.955, TLI = 0.901, WRMR = 0.670) resulting in a 


significant (p = 0.003) R2 = 0.338 for Entrepreneurial activity. 


 


Figure 1. Extended path model with significant controls 


 


H1 proposes the positive direct relationship Opportunity motivation and 


Entrepreneurial activity. Based on the path model results (β = 0.335, p = 0.002) H1 is 


supported. H2 proposes the presence of an indirect relationship between Necessity 


motivations and Entrepreneurial activity. Based on the path model results, the direct 


relationship (β = -0.089, p = 0.443) is not significant, but the indirect relationship through 


Intrinsic motivation (β = 0.087, p = 0.060) is weak but significant, providing support for H2. 


H2 is further supported by a significant direct relationship between Necessity, and Intrinsic 


motivations (β = 0.230, p = 0.002). H3 proposes the positive direct relationship between 


Intrinsic motivations and Entrepreneurial activity. Based on the model results (β = 0.387, p = 


0.004) H3 is supported. H4a proposes a positive direct effect of Social influences on 


Entrepreneurial activity. Based on model results (β = -0.248, p = 0.086), H4a is rejected. 


Although the effect is weakly significant, it is also negative, leading to the unquestionable 


rejection of this hypothesis.  Finally, H4b proposes the direct relationship of Social influences 


to Necessity, Opportunity and Intrinsic motivations. Model results confirm the presence of 


significant, positive, direct effects of Social influences on Necessity (β = 0.297, p = 0.006), 


Opportunity (β = 0.388, p = 0.000) and Intrinsic motivations (β = 0.453, p = 0.000). Further 


to the hypotheses tested, two of the three control variables were significantly related to 


Entrepreneurial activity. University education has as weakly significant, positive relationship 


(β = 0.226, p = 0.057) to Entrepreneurial activity, and Loneliness has a significant, negative 
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relationship (β = -0.315, p = 0.011) to Entrepreneurial activity. The model results have 


shown that gender had no significant relationship (β = -0.033, p = 0.804) to Entrepreneurial 


activity. 


Table 6. Extended path model with controls – standardised estimates  


 Estimate S. E. Est. / S.E. p-value (2-tailed) Hypotheses 


Direct paths to Entrepreneurial activity from 


Opportunity 0.335 0.110 3.035 0.002 H1 


Intrinsic motivations 0.378 0.131 2.877 0.004 H3 


Social Influences  -0.248 0.144 -1.717 0.086 H4a 


Necessity  -0.089 0.116 -0.766 0.443 H2 


University 0.226 0.119 1.902 0.057 control 


Alone -0.315 0.124 -2.536 0.011 control 


Female 0.033 0.132 0.248 0.804 control 


Direct paths to Intrinsic motivations from 


Necessity 0.230 0.075 3.052 0.002 H2 


Social Influences 0.453 0.091 4.950 0.000 H4b 


Direct paths to Opportunity from 


Necessity 0.045 0.088 0.508 0.612 H2 


Social Influences 0.388 0.083 4.681 0.000 H4b 


Direct paths to Necessity from 


Social Influences 0.297 0.108 2.754 0.006 H4b 


Indirect paths to Entrepreneurial activity from Necessity 


Through Opportunity 0.015 0.030 0.495 0.621 H2 


Through Intrinsic mot. 0.087 0.046 1.884 0.060 H2 


Indirect paths to Entrepreneurial activity from Social Influences 


Through Opportunity 0.130 0.051 2.561 0.010 H4b 


Through Intrinsic mot. 0.171 0.073 2.355 0.019 H4b 


Through Necessity -0.026 0.036 -0.737 0.461 H4b 


It needs to be noted, that there is no direct effect of Necessity on Entrepreneurial 


activity, and the indirect effect through Intrinsic motivation is significant and positive, while 


the indirect effect through Opportunity is not significant (β = 0.015, p = 0.621). Despite the 


rejection of H4a, the indirect effects of Social influences on Entrepreneurial activity is 


significant and positive through Intrinsic motivation (β = 0.119, p = 0.018) and through 


Opportunity (β = 0.088, p = 0.012) but not significant through Necessity (β = -0.026, p = 


0.461). 


 


Quantitative Results and Hypothesis testing 


Table 8 provides a summary of hypothesis testing based on the conceptual model 


proposed. Key predictors of entrepreneurial are Opportunity and Intrinsic motivations, when 


controlling for university education and respondents’ marital status. The more positive the 


respondents’ perceptions were of Opportunity and Intrinsic motivations, the more likely they 


were to become senior entrepreneurs. Furthermore, seniors having acquired university 







education and not being alone, are more likely to engage in entrepreneurial activity. Results 


also demonstrated the lack of direct relationship between perceptions of Necessity and 


Entrepreneurial activity. It is also interesting, that Necessity has a significant indirect effect 


on Entrepreneurial activity through Opportunity and Intrinsic motivation. Similar to 


Necessity, Social Influences also only has indirect effects on Entrepreneurial activity through 


Opportunity and Intrinsic motivation. 


The model results confirmed that Opportunity and Intrinsic motivations are the 


primary drivers of Entrepreneurial activity for senior entrepreneurs, while Necessity is not. It 


has also been demonstrated that a strong underlying factor of these drivers is Social 


Influences indirectly affecting Entrepreneurial activity through the primary drivers. Necessity 


– only having a weakly significant indirect effect on Entrepreneurial activity through 


Intrinsic motivation – can be claimed a marginal driver for senior entrepreneurs. The two 


significant demographic control variables further augment the picture drawn by the model 


regarding influencing factors of Entrepreneurial activity of senior entrepreneurs. More 


educated seniors are more likely to start up a business, and having an established relationship 


also significantly increases propensity to start up a business. 


Table 8. Hypothesis testing summary  


Hypothesis Model path Result 


H1 Opportunity --> Entrepreneurial activity (+) Supported 


H2 Necessity --> Opportunity --> Entrepreneurial act. Not Supported 


Necessity --> Intrinsic mot. --> Entrepreneurial act. Supported 


H3 Intrinsic motivation --> Entrepreneurial activity (+) Supported 


H4a Social influences --> Entrepreneurial activity (+) Not supported (-) 


H4b Social influences --> Opportunity Supported 


Social influences --> Necessity Supported 


Social influences --> Intrinsic motivation Supported 


Demographic 


control 


variables 


University education --> Entrepreneurial activity Weak significant (+) 


Alone --> Entrepreneurial activity Significant (-) 


Female --> Entrepreneurial activity Not significant 


The model results in support of H1 are confirmed by the group comparison outcomes 


(see Table 5), as opportunity motivations of senior entrepreneurs are significantly higher than 


of other seniors. The model results support of H2, demonstrating that necessity does not have 


a significant, direct effect on Entrepreneurial activity, are also confirmed by the group 


comparison outcomes (see Table 5), as necessity motivations of senior entrepreneurs are not 


significantly higher than of other seniors. The model results in support of H3 are confirmed 


by the group comparison outcomes (see Table 5), as intrinsic motivations of senior 


entrepreneurs are significantly higher than of other seniors. Finally, the lack of support of 


H4a is confirmed by the group comparison outcomes (see Table 5), as social motivations of 


senior entrepreneurs are not significantly higher than of other seniors.  


It is also important to note that opportunity and necessity motivations of seniors are 


independent of each other, as shown by the correlation matrix displayed in Table 3. Both 


Intrinsic and Social motivations are more strongly correlated to opportunity than necessity 


motivations. 


 







Discussion 


The first research question (RQ1) was how senior entrepreneurs identify with their 


role, namely being self-employed at a later stage in life. Interview results with senior 


entrepreneurs demonstrated the prevalence of pull factors in Australia shaping the group 


identity of senior entrepreneurs.  Seniors reported to being pushed out of work but that did 


not necessarily result in being pushed into self-employment.   


The second research question (RQ2) was: ‘Do senior entrepreneurs in Australia 


engage in business start-up activities due to necessity, opportunity or other motivations? The 


results have shown that senior entrepreneurs are more driven by opportunity (H1) than 


necessity (H2) and are primarily internally motivated (H3) as opposed to being motivated by 


other people (H4a, H4b). It is important to note, that necessity motivations of seniors have 


been demonstrated to be independent from their opportunity motivations. This result confirms 


that Australian senior entrepreneurs are primarily opportunity motivated, and necessity has 


little to do with their entrepreneurial intent. 


How can Public Policy initiatives increase Seniors’ participation in 


entrepreneurship? 


Based on the quantitative findings, we attempt to identify how Public Policy can 


support senior entrepreneurs. Their primary motivations have been demonstrated to be 


opportunity and personal driven. A component of the opportunity scale was found to be 


government support, which suggests that senior entrepreneurs feel that government support 


creates opportunities for them. This justifies the government involvement in shaping the 


senior entrepreneurial ecosystem, but provides no direction as to how this should be done.  


As for other components of the Opportunity scale, it is shown that senior 


entrepreneurs feel that they are better prepared for starting up a business, and that this option 


is less risky for them compared to staying employed. Public Policy hence can potentially 


intervene with strategies mitigating risk for senior entrepreneurs (such as availability of 


pension as a fall-back strategy) and enhancing the ability of seniors to become successful in 


business start-ups (potentially by means of training and education). 


References 
Babbie, E. (1990). Survey research methods, 2nd edn, Wadsworth Publishing Company: 


Belmont. 


Bae, T.J., Shanshan, Q., Chao, M & Fiet, J.O. (2014). The relationship between 


entrepreneurship education and entrepreneurial intentions: A meta-analytic review. 


Entrepreneurship Theory & Practice, March, pp. 217-254.  


Barringer, B., & Ireland, R. D. (2008). What's stopping you?: shatter the 9 most common 


myths keeping you from starting your own business. FT Press. 


Birley, S., & Westhead, P. (1994). A taxonomy of business start-up reasons and their impact 


on firm growth and size. Journal of Business Venturing, 9(1), 7-31. 


Bygrave, B. (1997) The Entrepreneurial Process, in The Portable MBA in Entrepreneurship 


New York: John Wiley & Sons,  


Covert, R. W. (2007). Designing and constructing instruments for social research and 


evaluation, John Wiley & Sons: San Francisco. 


Curran, J. a Blackburn, R.; Notes and Issues, Older People and the Enterprise Society: Age 


and Self-Employment Propensities; [online], In Work, Employment and Society, 



http://wes.sagepub.com/content/15/4/889

http://wes.sagepub.com/content/15/4/889





15(4): 889–902; 2001; [23. 2. 2013] available: 


http://wes.sagepub.com/content/15/4/889 


Dawson, C.,  Henley, A. "“Push” versus “pull” entrepreneurship: an ambiguous 


distinction?", International Journal of Entrepreneurial Behavior & Research, Vol. 18 


Iss: 6, pp.697 – 719. 2012 


Douglas, E.J. and Shepherd, D.A. (2002), “Self-employment as a career choice: attitudes, 


entrepreneurial intentions, and utility maximization”, Entrepreneurship: Theory & 


Practice , Vol. 26 No. 3, pp. 81-90. 


Fornell, C. & Larcker, D. F. (1981). Evaluating structural equation models with unobservable 


variables and measurement error. Journal of Marketing Research. 18(1): 39-50. 


Hair, J. F., Black, W. C., Babin, B. J., Anderson, R. E. & Tatham, R. L. (2006): Multivariate 


Data Analysis. 6th ed., Pearson Education International: Upper Saddle River, New Jersey. 


Hatak, I & Kautonen, T. & Fink, M. (2013). Senior Unternehmertum. Die Betriebswirtschaft, 


Schaeffer-Peoschel Verlag. Vol. 73, pp. 7-26. 


Hechavarria, D.M. and Reynolds, P.D. (2009), “Cultural norms and business start-ups: the 


impact of national values on opportunity and necessity entrepreneurs”, International 


Entrepreneurship Management Journal , Vol. 5 No. 4, pp. 417-437. 


Hessels, J. , Van Gelderen, M. and Thurik, A.R. (2008), “Entrepreneurial aspirations, 


motivations, and their drivers”, Small Business Economics , Vol. 31 No. 3, pp. 323-


339. 


Kautonen,  T.  &  Down,  S.  (2012).  Age  and  entrepreneurial  behaviour:  the  effect  of  


different  entrepreneurial  preferences.  Proceedings of  the  2012  Academy  of  


Management Annual Meeting, 3-7 August, Boston.  


Kautonen, T., Down, S. & Minniti, M. (2014). Ageing and entrepreneurial preferences. Small 


Business Economics, Vol. 42, Iss. 3, pp. 579-594.  


Kibler, E. (2013). Formation of entrepreneurial intentions in a regional context. 


Entrepreneurship and Regional Development: An International Journal, 25(3-4), 293-


323. 


Levesque M., Minniti M., The effect of aging on entrepreneurial behavior, Journal of 


Business Venturing, 21, s. 177–194, 2006. 


Lundstrom, A. & Stevenson, L. (2005). Entrepreneurship Policy: Theory and Practice. 


Springer, New York. 


Naudé, W. , Gries, T. , Wood, E. and Meintjies, A. (2008), “Regional determinants of 


entrepreneurial start-ups in a developing country”, Entrepreneurship & Regional 


Development , Vol. 20 No. 2, pp. 111-124.  


Shane, S. , Locke, E.A. and Collins, C.J. (2003), “Entrepreneurial motivation”, Human 


Resource Management Review , Vol. 13 No. 2, pp. 257-279. 


Singh, G. a DeNoble, A., Early Retirees as the Next Generation of Entrepreneurs; In 


Entrepreneurship Theory and Practice, vol.27 (3), 2003, pp.207–226. 



http://wes.sagepub.com/content/15/4/889

http://wes.sagepub.com/content/15/4/889

http://www.emeraldinsight.com/action/doSearch?ContribStored=Dawson%2C+C

http://www.emeraldinsight.com/action/doSearch?ContribStored=Henley%2C+A






 


 


Effect of entrepreneurship environment on entrepreneurial activity in efficiency-driven 
economies 


Abstract:  


The main purpose of this research is to investigate the influence of entrepreneurial orientation 
factors on entrepreneurial activity, focusing on efficiency-driven countries and using the 
entrepreneurial orientation as theoretical framework.  


Regarding the methodology, through a panel data model with secondary data has been 
provided by the National Entrepreneurship Survey of GEM report (Global Entrepreneurship 
Monitor) and attribute from Global Entrepreneurship and Development Index (GEDI) 
framework. Different statistical methods proposed in this research included descriptive 
statistics, correlation, and regression aim to demonstrate that there are statistical relation 
between entrepreneurial environment factors and entrepreneurial activity.  


Moreover, the research proposed to analyze the strength of each influencing factors within 
entrepreneurship environment that effect entrepreneurial activity. The longitudinal country 
level data will be used to examine the effect of the relationships among group of countries in 
different period of time. 


Introduction 


Entrepreneurial activity is widely recognized by many scholars and the governments around 
the world as a driver of economic development. For the past 20 years, most of 
entrepreneurship researches seek to understand the creation and execution of entrepreneurial 
activity (Kuratko, 2009). The research mainly focused on individual intention, ability, and 
organizational formation. Very few studies seek to explore deeper into entrepreneurship 
environment, especially in national level.  


As force of new business landscape, entrepreneurial environment included higher risk, low 
ability to forecast, complex business model, and more complex innovative managerial 
mindset (Bettis & Hitt, 1995; Hitt & Reed, 2000).  The ability to manage through this 
entrepreneurial environment, any entrepreneur needs formulation of long-range plans for the 
effective management of environmental opportunities and threats in light of a venture’s 
strengths and weaknesses including the venture’s mission, specifying achievable objectives, 
developing strategies, and setting policy guidelines (Hitt, Ireland, & Hoskisson, 2011).  


Recently, the Global Entrepreneurship Monitor (GEM) research team, OECD, and the World 
Bank have started exploring what is behind the level of entrepreneurial activity and its impact 
on national economies (Acs et al., 2012). It is believed that changing level of entrepreneurial 
activity is influenced by entrepreneurship environment (Bjornskov et al., 2008; Welter, 
2005). However, the empirical study at national level seeking to investigate the relationship 
between entrepreneurial environment and entrepreneurial activity is limited. The changes of 
environment certainly influence patterns of entrepreneurship and entrepreneurial behaviors 
(Hoskisson at al., 2000). In the light of entrepreneurship environment influence on 
entrepreneurship activity, within this new business landscape, we will need to find the 
significant key factors of entrepreneurship environment which impact entrepreneurial activity 
to scope this research into constructive research. This leads to the second question of this 
research: “What are key factors of entrepreneurship environment that effect level of 
entrepreneurial activity?”    


The study of Carree et al. (2002) showed that the level of economic development of countries 
is also a key factor in influencing entrepreneurship activity. Porter, Sachs, and McArthur 
(2002) categorized three stages of economic development namely factor-driven, efficiency-







 


 


driven, and innovation-driven. If we can study investigate deeper into effect of each factor in 
entrepreneurship environment in each stage of economic development, then we can be more 
specific and more capable on understanding their actions. It is believed that such a countries 
group in same level of economic development should share some common characteristics or 
factors of entrepreneurship environment. Thus, this leads to the third question of this 
research: “Are there similarity characteristics of entrepreneurship environment factors 
among countries group within same stage of economic development?” 


In summary, this research aims to investigate deeper into the effect of national entrepreneurial 
environment factors on entrepreneurial activity. This will lead to more effective strategies 
implementation or policies recommendation.  


Literature Review 


Entrepreneurship has long been considered as key mechanism of economic development 
(Schumpeter, 1934). The common ground agrees upon entrepreneurship mechanism, which is 
key effects to innovation, creativity, and creates jobs.  


Entrepreneurship is the dynamic process of creating incremental wealth. This wealth is 
created by individuals who assume the major risks in terms of equity, time, and/or career 
commitment of providing value for some product or service.  


In addition, entrepreneurship is a dynamic process of vision, change, and creation. It involves 
an application of energy and passion towards the creation and implementation of new ideas 
and creative solutions. Essential ingredients include the willingness to take risks, formulate an 
effective venture team, organize the needed resources, build a firm business plan, and, finally, 
the vision to recognize opportunity where others see chaos, contradiction, and confusion 
(Kuratko, 2009).  


Entrepreneurial Orientation 


Strategies making process is an action combining planning, analysis, decision making, value 
system, and mission (Hart, 1992). The dynamic process of strategies making process, 
entrepreneurial orientation (EO) has represented the policies and practices that give a ground 
for entrepreneurial decisions and actions. Hence, scholars view entrepreneurial orientation 
(EO) as the entrepreneurial strategy making process to create such competitive advantages. 


The dimensions of EO can be extracted from a review and integration of the business strategy 
and entrepreneurship literatures (e.g., Covin & Slevin, 1991; Miller, 1983; Miller & Friesen, 
1978; Venkatraman, 1989).  


Based on Miller’s (1983) conceptualization, three dimensions of EO have been identified and 
used consistently in the literature: Innovativeness, risk taking, and proactiveness.  


Innovativeness is the tendency to involve in creativity and experimentation through the 
introduction of new products/services as well as technological leadership via R&D in new 
processes.  


Risk taking comprises taking brave actions by venturing into the unidentified, borrowing 
heavily, and/or committing significant resources to ventures in ambiguous environments.  


Proactiveness is an opportunity-seeking, forward-looking perspective characterized by the 
introduction of new products and services ahead of the competition and acting in anticipation 
of future demand.  


Lumpkin and Dess (1996) suggested that two additional dimensions or factors were 
significant to entrepreneurial orientation. Built on Miller’s (1983) definition and prior 







 


 


researches, they suggested that competitive aggressiveness and autonomy are additional 
components of the EO construct.  


Competitive aggressiveness is the strength of a firm’s effort to beat rivals and is characterized 
by a strong offensive position or aggressive responses to competitive threats.  


Autonomy refers to independent action undertaken by entrepreneurial leaders by bringing 
new venture and seeing it to execution.  


Entrepreneurial Environment  


Kirzner viewed entrepreneur as “the human agent being at all times spontaneously on the 
lookout for hitherto unnoticed features of the environment (present or future), which might 
inspire new activity on his part” (Kirzner, 1997: p. 72). Developed from the Kirnerian 
entrepreneurship, the entrepreneurship ecosystem is the idea of entrepreneurship activities 
interacted with environment.  


As a general ecosystem refers to the complex of organisms and their environment interacting 
as a unit, entrepreneurial ecosystem refers to entrepreneurs are affected by their 
entrepreneurship environments. The systematic study of these environments is rooted in the 
biological sciences where the term ecology is most commonly applied to the natural habitats 
of animals. The term social ecology has evolved mainly from the efforts of behavioral 
scientists to understand more complete view of man interacting with his physical and social 
environment (Shapero and Sokol, 1982) 


The concept of entrepreneurial environment is rich and complex. As general business 
persons, entrepreneurs do not make decisions without rational. Simon (1954) said that 
"rational behavior is contingent upon the structure of the environment". Entrepreneurs are 
responsive to opportunities and environment. The environment in which the entrepreneur 
finds himself contains an array of factors which may block or improve entrepreneurial vigor 
(Kirzner, 1973).  


The environment is a set of influences which may negatively or positively impact on 
entrepreneurial choice (Hannan and Freeman, 1977; Meyer, 1978; Aldrich, 1979). To 
understand this concept, Draheim (1972), Susbauer (1972), Gilad and Lavine (1986), and 
Shapero (1971) utilize the "push" and the "pull" theories of entrepreneurial motivation to 
explain environmental effects on new business formations. The "push" theory suggests that 
individuals are pushed into entrepreneurship by negative environmental factors such as 
dissatisfaction with existing employment and unemployment. These negative events tend to 
activate hidden entrepreneurial talent and push individuals into business activities. The 
alternative, the "pull" theory suggests that the existence of an attractive environment or 
situation will "pull" alert individuals into entrepreneurial activity. The "pull" theory suggests 
that environmental characteristics of an expanding economy positively bring alert individuals 
into new business formation. The “push” and “pull” can also be seen as type of entrepreneurs, 
where necessary entrepreneurs got push into market and opportunity entrepreneurs got pull 
into market. These different types of entrepreneurs is expected to be find commonly in 
different stage of economic development, in simple explanation that push entrepreneurs occur 
commonly in developing or low income countries where as pull entrepreneurs occur 
commonly in developed or high income countries.  


Stages of Economic Development   


Started from classic text of W.W. Rostow (1960) suggested that countries must go through 
five stages of economic growth: 1) the traditional society, 2) the preconditions for take-off, 3) 
the take-off, 4) the drive to maturity, and 5) the age of high mass-consumption. Michael 







 


 


Porter (Porter et al., 2002) has provided a modern version of this approach by identifying 
three stages of development as opposed to growth: 1) a factor-driven stage, 2) an efficiency-
driven stage, and 3) an innovation-driven stage and two transitions. Porter following recent 
developments in the economics of innovation focuses on the innovation- driven stage.  


The factor-driven stage is marked by high rates of agricultural self-employment.  Countries in 
this stage compete through low-cost efficiencies in the production of commodities or low 
value-added products. Sole proprietorships probably account for most small manufacturing 
firms and service firms. Almost all economies experience this stage of economic 
development.  At this stage, entrepreneurs neither create knowledge for innovation nor use 
knowledge for exporting. 


The efficiency-driven stage, entrepreneurs must have efficient productive practices in large 
markets, which allow companies to exploit economies of scale. Industries in this stage are 
manufacturers that provide basic services. The efficiency-driven stage is marked by 
decreasing rates of self-employment. When capital and labor are substitutes, an increase in 
the capital stock increases returns from working and lowers returns from managing.    


The innovation-driven stage is marked by an increase in knowledge-intensive activities 
(Romer, 1990). In the efficiency-driven economy capital and labor play a crucial role in 
productivity the firm is exogenous to our analysis and the focus is on technology, in the 
decision making process. In the innovation-driven stage knowledge provides the key input. In 
this stage the focus shifts from firms to agents in possession of new knowledge (Acs et al 
2009). The agent decides to start a new firm based on expected net returns from a new 
product. The innovation-driven stage is biased towards high value added industries in which 
entrepreneurial activity is important (Jorgenson et al, 2000).  Aquilina, Klump and Pietrobelli  
(2006) suggest that the easier it is to substitute capital for labor, the easier it is to become an 
entrepreneur. 


According to Sala-I-Martin et al (2007) the first two stages of development are dominated by 
institutions.  In fact, innovation accounts for only about 5 percent of economic activity in 
factor-driven economies and rises to 10 percent in the efficiency driven stage.  However, in 
the innovation-driven stage when opportunities have been exhausted in factors and efficiency, 
innovation accounts for 30 percent of economic activity in the innovation driven stage. We 
see an S-shaped relationship between entrepreneurship and economic development because in 
the first transition stage entrepreneurship plays a role but it increases at a decreasing rate as 
the efficiency stage takes over. However, as we move from the efficiency driven stage to the 
innovation driven stage (the knowledge driven stage) entrepreneurship plays a more 
important role increasing at an increasing rate. 


 


 
Figure 1: The s-shaped relationship between entrepreneurship and Economic development 
and the corresponding stages of development as found in Porter (2002) 







 


 


The intersection of the S-curve on the vertical axis is consistent with Baumol’s (1990) 
observation that entrepreneurship is also a resource, and that all societies have similar amount 
of entrepreneurial activity, but that activity is distributed between productive, unproductive 
and destructive entrepreneurship. As institutions are strengthened more and more 
entrepreneurial activity is shifted towards productive entrepreneurship strengthening 
economic development (Acemoglu and Johnson, 2005). Schumpeter provided an early 
statement on this. In recent years, economists have come to recognize what Liebenstein 
(1968) termed the “input- competing” and “gap-filling” capacities of potential entrepreneurial 
activity in innovation and development. This entrepreneurial activity explodes through the 
efficiency driven stage and culminates in a high level of innovation with entrepreneurial 
activity leveling out once institutions are fully developed. Since level of entrepreneurship is 
considered to be an important mechanism for economic development through innovation, 
employment and welfare. Therefore many scholars noticed this gap and tried to classify each 
environment into level and ranking comparison, this technique called entrepreneurship 
indexing.  


The Entrepreneurship Index  


The entrepreneurship index building had been introduced to learn the importance of status 
and positioning of economic among countries that led to new insights. Based on general 
economic theory suggested that in order to sustain a positive growth rate, such firm must be 
continually advancing in knowledge in form of new goods, new markets, or new 
environment.  


Scholars have been searching for measures to compare the entrepreneurship performances of 
different environment, countries, regions or cities, and policymakers require a proper 
benchmarking criterion for entrepreneurship development. This is actually one of the main 
criteria for policymakers to be able to identify the stage or insight of entrepreneurship, which 
can lead to appropriate policy recommendations and strategy actions. This is a relatively 
recent effort and to date there has been no acceptance of a dominant variable or index to 
measure entrepreneurship across countries. In fact, some researchers are skeptical about the 
feasibility of constructing such an index and describe it as a search for “Holy Grail” (Hindle 
2006).  


One of the key relationships needed to understand deeply is the connection between 
economic growth and entrepreneurship (Acs, Audretsch and Evans, 1994). In this vein, Caree 
and Thurik (2003) identified four measures of entrepreneurship: 1) turbulence (the sum of 
entries and exit), 2) the change of the size distribution of firms, 3) the number of market 
participants, and 4) self-employment.  


In the late 1990s, the OECD initiated self-employment attitude research (Blanchflower 2000; 
Blanchflower et al 2001). Now, the Flash Euro barometer conducts self-employment surveys 
mainly for EU member countries (Entrepreneurship Survey, 2007). While the preference for 
being self-employed over being a paid employee indicates an important positive attitude 
toward entrepreneurship. In 2006, the OECD organized a steering group aimed at 
constructing an entrepreneurship indicator. The indicator project sought to capture the 
multidimensional nature of entrepreneurship, as well as to consider the distinctive features of 
entrepreneurship, i.e. difference between small businesses, self-employment, and growth 
enterprises, etc.  


Recently, the OECD reported the first results of data collection from 18 countries. This report 
is indeed rich in different entrepreneurship related data. However there is no indication of 
how these indicators should construct for useful index. Then, the World Bank has also tried to 







 


 


measure the entrepreneurship level by started to collect data on new registration of limited 
liability companies (Klapper and Delgado, 2007). By using the new registration of limited 
liability companies, most of indexes follow the World Bank by used this data as proxy 
represents start-up entrepreneurs.  


 
 


 


Among many indexes, the brightest light shine on Global Entrepreneurship Monitor (GEM) 
which is theoretical model represents the causal mechanism developed to represent the impact 
of entrepreneurship on growth, being the national economic growth the major dependent 
variable (Reynolds et al. 2001; 2004). In the GEM model, education, training, infrastructure, 
government programs, and R&D transfer are some of the main factors of the entrepreneurial 
activity. Since the GEM report is the most well-known and rich in country level data, this 
research will obtain most of entrepreneurship environment data from the GEM report. 


Theoretical Background  


From the definition of entrepreneur by Kirzner, the entrepreneurial opportunities are not 
plainly visible; rather, the entrepreneur discovers them by being naturally alert to changes in 
the environment. This discovery process contains the element of surprise; it is not the search 
for a profitable opportunity or the knowledge leading to such an opportunity; rather it is the 
recognition of “previously unthought-of knowledge” (Kirzner, 1997). The environment 
condition is a set of influence factors which may negatively or positively impact on 
entrepreneurial choice (Hannan and Freeman, 1977; Meyer, 1978; Aldrich, 1979). Thus, the 
research on the relationship between entrepreneurship environment, or entrepreneurial 
activity and economic development is one of the most comprehensive and promising focus on 
the dilemma and discussion (Carree et al. 2002, 2007; Gnyawali and Fogel, 1994; Wennekers 
et al., 2005).  


Not only the environment actually affects the entrepreneurial activity, but also level of 
economic development affects the entrepreneurial activity. As studied from Sala-I-Martin et al. 
(2007) showed an S-shaped relationship between entrepreneurship activity and economic 
development. In simple explanation, as economic development stage moving from the 
efficiency driven stage to the innovation driven stage (the knowhow driven stage) 
entrepreneurship plays a more important role at an increasing rate. 


Figure 2: A GEM conceptual model. (Global Entrepreneurship Monitor, 2004)  







 


 


As mentioned earlier, the main purpose of this research is to investigate the influence of 
entrepreneurial environment factors on entrepreneurial activity, focusing on efficiency-driven 
countries and using the entrepreneurial orientation as theoretical framework. Making use of 
various entrepreneurship indexes is the only way to obtain such data in global scale database 
to achieve research objectives. Therefore, the adaptation of well recognized entrepreneurship 
index framework (Acs, Z.J. & L. Szerb 2012) was selected to capture these effect of 
entrepreneurship environment in national level. 


Following the brightest GEM research, the modified GEM research called the Global 
Entrepreneurship and Development Index (GEDI) recently developed by Acs and Szerb 
(2011, 2012) and Acs et al (2013) will be used as data sources for this study as factors in 
entrepreneurial orientation. The young but well recognized Global Entrepreneurship and 
Development Index (GEDI)  has been selected to use in various way by many well-known 
organizations such as United Nation (UNCTAD) to create “entrepreneurship policy 
framework”, the World Bank to create “report on high-impact entrepreneurship”, and Scottish 
enterprise to facilitates “action plan to enhance Scotland’s innovation-driven 
entrepreneurship”.  


The GEDI designed to view entrepreneurship environment from benchmarking countries’ 
entrepreneurial ecosystem, it is a system involving perspective of both the entrepreneur 
individually and the entrepreneurship environmental sides. The framework of GEDI index 
has a multi-level structure consisting of (1) variables, (2) pillars, (3) sub-indices, and, finally, 
(4) the super-index. All three sub-indices contain pillars which can be interpreted 
entrepreneurship environment as building blocks of this entrepreneurship index.  


 


 


 


 


Moreover, since this research aims for country level in global scale, we will need to adopt 
such global scale index that can give some framework to research attribute within 
entrepreneurship environment. The Global Entrepreneurship and Development Index (GEDI) 
is the one index that provides such advance trait of entrepreneurship environment (Acs & 
Szerb, 2011, 2012; Acs et al 2013). Thus, this research will be using the framework from 
global entrepreneurship and development index (GEDI) as a guideline of attribute to be 
research and investigate among countries group.  


Figure 3: The structure of the Global Entrepreneurship and Development Index 







 


 


However, since the GEDI index was primarily designed for indexing and level comparison 
purpose. The data set published directly from GEDI report is not applicable to use into this 
research, where aimed mainly for indexing and level comparison purpose. Instead, the 
original data from various sources will be recalculating for applicable data using in the 
regression model, which aimed on the strength of impact of each factor on entrepreneurial 
activity. The total of 14 factors adopted from the GEDI index framework. This will allow us 
to research the rich and complex effect of entrepreneurship environment factors on 
entrepreneurial activity. The various original survey data collected from the national scale of 
entrepreneurship research such as Ease of Doing Business (World Bank), Business Freedom 
(Heritage Foundation), Business Risk (Coface), World Economic Forum, and Global 
Entrepreneurship Monitor (GEM) will be used as sources of data in study within each of 
these factors (pillars). This can also give us comparable ability among different country, 
different period of time, and different stage of entrepreneurship development. Thus, it gives 
us better insight to understand the effect of environment on entrepreneurial activity in country 
level.  


 


Scope of the Dissertation Research and the Research Model 


This research aims to study deeper into effect of each factor of entrepreneurship environment 
on entrepreneur activity.  Many literatures show that the different in stage of economic 
development (country status in term of wealth) also play important part on entrepreneurial 
activity. As mentioned earlier, three stages of economic development classify countries into 
three groups (factor-driven, efficiency-driven, and innovation-driven). In addition, because of 
the “nut cracker” countries or efficiency-driven stage is classified into the middle class group 
squeeze in between and they are biggest group and most needed to understand. I will scope 
down this research into efficiency-driven stage of economic development countries. This 
scope of research will also act as unseen controlled variable factor in the regression model.  


According to prior discussion and research objectives, total of five research hypotheses are 
developed as shown in research model follow.  
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Figure 4: Proposed research model  


 Competition (COM) 


 Process Innovation (PCI)  H5 


H2 


H1 
 Opportunity Perception (OP) 


 


 Product Innovation (PDI) 


H3 


H4 


 


Entrepreneurial Orientation 


*H6   : different countries 


*H6a : different periods (retrospective) 







 


 


To measure the entrepreneurial activity as a dependent variable, GEM Adult Population 
Survey provides the TEA (total early stage entrepreneurial activity) rate annually. The source 
of data to measure the dependent variable is the TEA rate, the best-known indicator of Global 
Entrepreneurship Monitor (GEM). The TEA rate defines entrepreneurs as adults in the 
process of setting up a business they will at least partly own, and/or are currently owning and 
managing an operation young business (up to 3.5 years old). Due to availability of country 
level data, the total of 28 efficiency-driven countries have been participating in Global 
Entrepreneurship Monitor (GEM) study during 2004-2014. All 28 countries within 
efficiency-driven stage of economic development participated in GEM research will be used 
as the sample size in this research.  


 


Research Design  


This research will be quantitative research by using the secondary data from various 
entrepreneurship research sources mainly from Global Entrepreneurship Monitor (GEM).  


To achieve the research objectives of this research, comparison and exploration the different 
effect of environment factors on entrepreneurship activity in country level are needed. As 
shown in figure 5, the research begins with identifying the environment factors to investigate 
the environment climate, which will later be recalculated and used to analyze by regression 
model. The longitudinal study within sample countries group will allow us to analyze the 
effect of variables and compare among sample countries.  


 


 


  


 


 


 


 


 


 


 


To measure entrepreneurship environment effect on entrepreneurial activity, the following 
statistical methods have been proposed in this research:  


 Descriptive statistics: to describe the main variables involved in the research 


 Correlation: to establish linear relationship between variables 


 Regression: to find causal relationship between perceived entrepreneurship 
environment and entrepreneurial activity 


As discussed earlier, entrepreneurial activity is influenced by factors measured through 
entrepreneurial orientation factors (opportunity perception, non-fear of failure, competition, 
product innovation, and process innovation). This research proposes the following general 
model:  


Phase 1: Identify the 


entrepreneurial 


orientation factors 


(National level 


adopted from GEDI) 


Phase 2: Recalculate 


the original data 


from various 


sources and convert 


to new dataset  


Phase 3: Regression 


to find strength and 


influential of 


environment factors 


on entrepreneurial 


activity.  


Phase 4: Compare the 


result and 


interpretation of 


regression from 


selected sample 


countries   


Figure 5: Research steps for research model 







 


 


TEAit =  α +  β EO_OP  i,t‐1 +  β EO_NFF  i,t‐1 +  β EO_COM  i,t‐1 +  β EO_PDI  i,t‐1 +  β 
EO_PCI i,t‐1 + ε i,t‐1                   (1)  


TEAit =  α +  β EO_OP  i,t‐1 +  β EO_NFF  i,t‐1 +  β EO_COM  i,t‐1 +  β EO_PDI  i,t‐1 +  β 
EO_PCI i,t‐1 + ε i,t‐1 + β EDC i,t‐1 + ε i,t‐1             (2)  


where:  


EO_OP i,t-1  : Matrix of Opportunity perception (OP) in country I in year t 


EO_NFF i,t-1  : Matrix of Non fear of failure (NFF) in country I in year t 


EO_COM i,t-1  : Matrix of Competition (COM) in country I in year t 


EO_PDI i,t-1  : Matrix of Product innovation (PDI) in country I in year t 


EO_PCI i,t-1  : Matrix of Process innovation (PCI) in country I in year t 


EDC i,t-1 : Matrix of Efficiency-Driven dummy in country I in year t 


The first model analyzes the effect of Entrepreneurial Orientation factors (opportunity 
perception, non-fear of failure, competition, product innovation, process innovation) on 
entrepreneurial activity. The second model will be later proposed by add a dummy variable 
for efficiency-driven country. This will allow us to explore the characteristic of 
entrepreneurial orientation factors in efficiency-driven stage of economic development 
countries over targeted period of time.    


Data and Methodology 


As mentioned earlier, the research aimed to analyze the relationship between environment 
factors and entrepreneurship activity using panel of longitudinal data for the period 2004-
2014. The data selected to measure entrepreneurship activity as the dependent variable is the 
total entrepreneurial activity (TEA) rates. The TEA rate is widely accepted indicator data 
from the Global Entrepreneurship Monitor (GEM) representing the entrepreneurial activity, 
which defines as entrepreneurs as adults in the process of setting up a business they will at 
least partly own, and/or are currently owning and managing an operating young business (up 
to 3.5 years old).   


Total of 5 independent variables representing entrepreneurship environment adopted from the 
framework of Entrepreneurial Orientation (EO). These factors are process through 
Entrepreneurial orientation (opportunity perception, non-fear of failure, competition, product 
innovation, process innovation). The original information and data selected to use in this 
research will be recalculated from various survey data collected in the global scale of 
entrepreneurship researches into those 5 independent variables. The data from global scale 
researches such as the ease of doing business (World Bank), business freedom (Heritage 
Foundation), business risk (Coface), venture capital (World Economic Forum), and non-fear 
of failure (Global Entrepreneurship Monitor) will be used as main sources of data in study 
within each of these factors (pillars). 


In this section, the discussion of 5 independent variables representing entrepreneurship 
environment data adopted from the theoretical framework of Entrepreneurial Orientation 
show below. Please also see Appendix for detail description and sources of data.   


 OPPORTUNITY PERCEPTION refers as the entrepreneurship opportunity 
perception potential of the population weighted with the size and the level of potential 
size of market. Thus, the calculation of data will be using of original OPPORTUNITY 
data from GEM report multiply interaction with the MARKETSIZE data from World 
Economic Forum.  







 


 


 NONFEAR OF FAILURE is one of the most important factors for a startup.
 
Aversion 


to high-risk enterprises can delay nascent entrepreneurship. NONFEAR is defined as 
the percentage of the population who do not believe that fear of failure would prevent 
them from starting a business. BUSINESS RISK reflects the availability and 
reliability of corporate financial information, the protection of creditors by law, and 
the official support of inter-company transactions. Thus, the calculation of data will be 
using of original NONFEAR data from GEM report multiply interaction with the 
country risk rate (CRR) data from Coface.  


 COMPETITION is a measure of the level of a business’ product or market 
uniqueness, combined with the market power of existing businesses and business 
groups. Thus, the calculation of data will be using of original COMPET data from 
GEM report multiply interaction with FREEDOM data from Heritage Foundation.  


 PRODUCT INNOVATION plays a crucial role in the economy of all countries. 
Developed countries were the source of most new products today, where developing 
countries are producing products that are dramatically cheaper than their counter part. 
New Product is a measure of a country’s potential to generate new products and to 
adopt or imitate existing products. In order to quantify the potential for new product 
innovation, an institutional variable related to research and development (R&D) 
seems to be relevant. Thus, the calculation of data will be using of original NEWP 
data from GEM report multiply interaction with GERD data from OECD.  


 PROCESS INNOVATION is another important feature of businesses with high 
growth potential. However, the most entrepreneurial businesses do not just apply new 
technology, they create it. The problem is similar to the NEW PRODUCT indicator: 
whereas many developing country businesses may apply the latest technology, they 
tend to buy or copy it. An appropriate institutional variable applied here is INNOV, 
which is a complex measure of whether a business environment allows cutting-edge 
innovations. Thus, the calculation of data will be using of original NEWT data from 
GEM report multiply interaction with INNOVCAT data from World Economic Forum 
(GCI).  


Conclusion and Expected Outcome 


Recently, fascinating major direction of entrepreneurship research has been to construct an 
entrepreneurship index. Constructed from entrepreneurial orientation (EO) framework, by 
linking this entrepreneurship indexing with entrepreneurship stage of development and effect 
on entrepreneurship activity is very interesting gap which will benefit all entrepreneurs when 
they implement such entrepreneurship strategies.  


In this research, longitudinal panel data (period 2004-2014) is used to explore empirically the 
relationship between entrepreneurship environment and entrepreneurial activity. Form 
secondary data of various entrepreneurship researches adopted of the Global 
Entrepreneurship and Development Index (GEDI), this research will analyze the influence of 
Entrepreneurial Orientation factors (opportunity perception, non-fear of failure, competition, 
product innovation, and process innovation) on Entrepreneurial activity measure by the total 
entrepreneurial activity (TEA) rate.  


The result of this research expected to generate three key findings. First, there are positive 
relationship between entrepreneurial orientation factors (opportunity perception, non-fear of 
failure, competition, product innovation, and process innovation) and entrepreneurial activity.  







 


 


Second, the entrepreneurial environment of efficiency-driven countries (developing 
countries) expected to have similar characteristics regardless the location or continental area 
of sample countries. Thus, statistical analysis should show similar relationship between level 
of entrepreneurial environment and entrepreneurial activity among all 28 efficiency-driven 
countries 


Third, by comparing over period of time, we can identify the entrepreneurial orientation 
factors of efficiency-driven countries (developing countries) which successfully moved up to 
innovation-driven countries. Countries successfully escape from “valley of death” or “middle 
income trap” are expected to have similar characteristics. Thus, statistical analysis should 
show similar relationship between level of entrepreneurial environment and entrepreneurial 
activity among countries 


Regarding expected outcomes and findings from this research, all research objectives can be 
answered by the proposed research model and methodology. Since, the research area of 
public policy recommendation is one of the main stream areas and the expansion of the 
Global Entrepreneurship and Development Index (GEDI) research. The GEDI study is just 
begin to expand to countries more than just developed countries such as USA, EU, and UK. 
Also the studies about effect of environment on performance are still in the bright light of 
research especially for China and Asia countries, due to characteristics of environment in 
China and Asia are significantly different from Western countries. Therefore, proposed 
features of my research, I personally believe this should successfully find the answer and way 
to issue high effective policies recommendation for real business world. Thus, more effective 
strategies will naturally lead to higher entrepreneurial activity and higher competitive 
advantage.  
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APPENDIX: The description of the variables and indicators of the Entrepreneurial Orientation (EO) 


 


 


Individual variable Institutional variable Source Calculation Indica
tor 


OPPORTUNITY is defined as the percentage of 
the 18-64 population identifying good 
opportunity in the area they live. 


MARKETSIZE is defined as the size of the 
market on a seven point Likert scale. 


World Economic 
Forum 


OPPORTUNITY x 


MARKETSIZE 


OPPORTUNITY 


PERCEPTION 


NONFEAR is defined as the percentage of the 
18-64 population who do not fear failure starting 
a business. 


CRR is the Country Risk Rate that refers to 
the financial, macroeconomic and business 
climate. The alphabetical rating is turned to a 
seven point Likert scale to fit to our data set. 


Coface NONFEAR x 


CRR 


NONFEAR OF 
FAILURE 


COMPETITON is the percentage of TEA where 
few competitors offer the same product. 


FREEDOM is the freedom of the economy is 
one sub-index of the overall economic 
freedom score for each country, where 100 
represents the maximum freedom 


Heritage Foundation COMPET x 


FREEDOM 


COMPETITION 


PRODUCT INNOVATION is the percentage of 
TEA business where entrepreneurs think that the
product is new to at least some customers 


GERD is the R&D percentage of GDP OECD NEWPROD x 


GERD 


NEW PRODUCT 


PROCESS INNOVATION is defined as the 
percentage of TEA business where the  
technology is less than 5 year old 


INNOVCAT is a measure of whether a 
business environment allows cutting edge 
innovations 


World Economic 
Forum (GCI) 


NEWT x 


INNOVCAT 


NEW TECH 


 Source: Acs, Z.J. and L. Szerb 2012 The Global Entrepreneurship and Development Index 2011, Cheltenham, UK, Edward Elgar. 
 








How do large and established firms organize themselves when they cooperate with start-ups?  


Abstract  
Existing studies in literature of corporate entrepreneurship and open innovation do not 
differentiate with respect to the characteristics of a firm’s innovation partner. However, there 
is an increasing view in research that the speed and complexity of innovation requires large 
and established firms to rethink their existing structures, culture, processes and especially 
selection of external partners. Consequently firms that do not want to get behind on 
innovation try to find new ways to cooperate with innovation partners such as high-skilled 
and technology-driven start-ups. This, they hope to find and create breakthrough innovations 
outside their existing core business. Realizing that they are not able to compete alone on a 
highly technology-driven and competitive global markets firms enter into asymmetric 
partnerships. Using an exploratory approach I contribute to the widely unexplored field of 
innovative cooperation between asymmetric partners. I compare motives, requirements, the 
implementation and influence resulting from cooperation between asymmetric partners from 
the perspective of large and established firms in Germany and Switzerland. I find that 
corporate-start-up-cooperation go beyond mere idea collection and towards mutual benefit 
through informal cooperation and partnerships at a level playing field. 


Introduction 
The last decade has seen disruptions in terms of declining market shares of large and 
historically innovative firms. An increasing number of established entities are faced with 
highly-competitive and superior dynamical market-environment (Peltola, 2012). But they 
have predominantly focused on either exploitation or exploration strategies. 
In research there is an intensified interest in the hybrid ambidexterity concept (Raisch & 
Birkinshaw, 2008). This is defined as the firm’s ability to exploit and explore innovations 
simultaneously (Tushman & O’Reilly 1996). Identifying ambidexterity within the 
organizational bounds can be a challenge for large and established firms due to their 
organizational structure, culture and processes (O’Reilly & Tushman, 2004).  
Supportive solutions could be found in two theoretical concepts Corporate Entrepreneurship 
(CE) and Open Innovation (OI) from different research streams (Landström et al., 2015). 
These can help large firms to overcome some challenges and ensure continuous and 
influential innovations with the assistance of interorganizational partners (Kauppila, 2010). 
The interplay of CE and Innovation (McFadzean et al., 2005) especially OI (Allmendinger & 
Kuckertz, forthcoming) is the theoretical origin for this study.  
CE tries to incorporate entrepreneurship within an established organizational firm (Drucker, 
1985). CE can be understood as process “[…] whereby an individual or a group of 
individuals, in association with an existing organization, create a new organization or instigate 
renewal or innovation within that organization” (Sharma & Chrisman 1999, p. 18).  
In contrast, OI can be seen as „[…] a distributed innovation process based on purposively 
managed knowledge flows across organizational boundaries, using pecuniary and non-
pecuniary mechanisms in line with the organization’s business model” (Chesbrough & 
Bogers, 2014, p. 1). For established firms OI means being open to external stakeholders and 
innovation partners in order to find and manage new innovations. This includes less 
ubiquitous partners like competitors or start-ups. Consequently the number or complexity of 
different partners are not predetermined (Bengtsson et al., 2015). Earlier research is somewhat 
restricted to a portfolio level with focus on alliances and networks (Wassmer, 2010). But 
current studies claim that few is known about the importance of single partners (such as start-
ups) and their individual impact on the innovation performance (Du et al., 2014) as well as on 
their actual role within the firms innovation process (Khomich et al., 2015).  







Research describes partnerships between large and established firms and start-ups as 
“asymmetric”. But there are only a few studies which emphasize on these aspect. Most of the 
studies behold the individual motives and challenges that arise when both parties work 
together (Doz, 1988; Alvarez and Barney, 2001). They miss to set the main focus on solutions 
such as processes or organizational designs that in fact enable large firms to cooperate with 
start-ups. Minshall et al. (2008) and Pérez et al. (2012) conclude that organizations have to 
find ways to overcome the existing challenges. This topic falls into line by analyzing the side 
of established and large firms and potential changes they have to make when working with 
start-ups. Consequently the aim of this study is to explore how large and established firms 
organize themselves when cooperating with start-ups. 
This paper is structured as follows: The second section focuses on relevant literature on CE 
and OI and their relation to the theory of cooperation and partnerships. In addition I also give 
an overview of the asymmetric partnership (AP) literature. Based on these theoretical findings 
I describe the research design that helps to answer the presented research questions. The third 
section describes the methodology and exploratory data collection procedure that contains six 
cases. The fourth section shows key findings, while section five concludes.  


Theoretical Background 
The role of innovation-based cooperation with external partners in CE Theory 
CE has first neglected the external environmental perspective and its impact on an established 
entrepreneurial organization. Less is written about the external innovation potential, specific 
cooperation types or the role of external innovation partners (Stopford & Baden-Fuller, 1994). 
Even linking this aspect to the close related field of creating breakthrough inventions (Ahuja 
et al., 2001) or technological innovations (Burgelman, 1985) there is no focus on the potential 
outside of corporate boundaries. As exceptions, Covin & Slevin (1991) mention a strong 
influence on the existence and effectiveness of entrepreneurial activity by the external 
environment. Peltola (2012) underline that a firm depends heavily on the actions of its 
external collaborators and if it wants to realize a long-term success it even should enter into a 
cooperation with competitors. Lengnick-Hall (1991) has focused on three organizational CE 
designs and explores how they fit within other dimensions of a strategy configuration. She 
concludes that a Joint Venture (JV) provides easier and quicker competitive access to new 
products and markets than do internal designs such as R&D, because each partner can make 
its contribution with their unique skills, expertise or resources. On the one hand JV enable 
firms to cost- and risk-efficiently develop new capabilities using existing competencies 
(Espinosa & Suanes (2011). On the other hand cooperating with an external firm can lead to 
decreased influence compared to internal R&D design (Lengnick-Hall, 1991). Espinosa & 
Suanes describe cooperation as “a window to the capabilities of the partner” (p. 419, 2011). 
Their study focus on JV and their effect on CE activities. They conclude that JV might not be 
an acceptable option for entrepreneurial firms when they want to develop innovations 
frequently due to the difficulty to realize an improvement of flexibility. They suggest other 
forms of cooperation in cases where there is a high level of complementarity between the 
resources contributed by the partners. Teng (2007) evaluates how JV, R&D and learning 
alliances facilitate CE activities. He highlights the importance of flexibility and speed through 
strategic alliances but also emphasizes that finding a good partner is hard and managing an 
alliance difficult, due to shared decision making and differing goals. The study of Antoncic & 
Prodan (2008) show that through engagement of firms in strategic alliances improvements can 
be realized for developing CE activities and performance. The authors add that firms should 
take good care of their alliances through an increase of organizational support such as 
boosting commitment, encouraging and rewarding employees and permeability of firms’ 
boundaries. Furthermore, Montoro-Sanchez et al. (2009) analyze the effect that tangible and 







intangible resources as well as specific skills have on large firms entering cooperative 
agreements to develop entrepreneurial activity. Their results show that skills are more 
important than resources when large firms make a decision to cooperate. Finally Thorgren et 
al. (2012) evaluate the role of partner fit on networking firms’ CE. Based on their research 
design they can illustrate that a positive indirect relationship between partner fit and CE does 
exist. 
The previous studies show that there is an increasing interest in research about the connection 
between CE and its related innovation-based activities with external partners. In this context, 
a new concept of research “collaborative entrepreneurship” (COE) has arisen in 
entrepreneurial research. COE can be seen as a link between CE and OI. Miles et al .(2006) 
and Ribeiro-Soriano & Urbano (2009) describe COE as the firm’s ability to create economic 
value based on new, jointly generated ideas that emerge from sharing of information and 
knowledge with the objective to create continuous innovative products and services in areas 
where competitive-based models are missing out.  
In sum, CE has come to the realization that the potential impact cooperation have on firms are 
an important factor in determining its ability to innovate. 


The role of cooperation with external partners in OI Theory 
In contrast to CE the OI paradigm takes the potential impact of cooperation on firms around a 
distributed innovation process already as a starting point. Based on these findings Berkhout et 
al. (2006) negate an innovations linear character and propose a fourth innovation model that is 
especially characterized by innovation through partnerships. They see partnerships as 
essential to entrepreneurship and devote increasing interest to skills necessary for managing 
networks with specialized suppliers and customers. The results of a large scale study of 
Salerno et al. (2015) confirm that most innovation process models in research are linear 
although this view seems not “reality-friendly” (Herskovits et al., 2013). Surprisingly research 
is also lacking on how the OI process of a firm and its single stages are linked to the various 
individual external innovation partners that enter into effective cooperation agreements. Most 
studies restrict themselves to analyze an external partners input on a summarized partner 
portfolio level. Consequently little is known about the impact and potential that (the character 
of) different specific partners have on the exchange, the success and performance for 
innovation development (Khomich et al., 2015). Weidmann & Lindemann (2015) argue that 
all these approaches of OI, cooperation between firms and collaboration methods are part of 
an “Open Organization”. Therefore firms must know how and when they search, find, 
evaluate, decide, and select a cooperation partner (Huizingh, 2011). The often citied OI study 
of Laursen & Salter (2006) highlights breadth and depth as key characteristics of external 
search. They suggest to manage external sources carefully and not to spill own resources on 
too many channels. Based on patent information Yoon & Song (2014) show how a systematic 
approach for an OI partner selection can be realized. They conclude that partner selection for 
successful cooperation must be a key aspect in the OI process. The study of Du et al. (2014) 
groups the partners into market-based and science-based partnerships. They analyze the 
moderating role of project management between OI partnerships and the financial 
performance of R&D projects. The authors show that cooperation with different types of 
partners must be managed in different ways and recommend future research to split the 
innovation partners into more finely-grained partner categories. De Faria et al. (2010) study 
focus on cooperation in innovation activities and analyze the importance of different 
cooperation partner types for the development of innovation activities and determinants of 
this development itself. The results show that a higher absorptive capacity and innovation 
intensity of a partner is inducing a higher probability of participating in a cooperation 
agreement. They conclude that managers should maximize relationships with close innovation 
partners such as suppliers before reaching out to more distant partners such as consultants. 







Bengtsson et al. (2015) illustrates the linkages between partner types, knowledge content and 
innovation performance in OI cooperation. They summarize that intensified cooperation with 
only a few partners are more beneficial in terms of novelty and efficiency in OI-based 
cooperation processes than too many different kinds of partners.  
These studies show that OI can impede the process of finding and binding a suitable 
cooperation partner.  


The characteristics of APs 
The previous section has shown that research on bilateral relationships between large and 
established firms and young and often technology-orientated start-ups is lacking. Studies draw 
a mixed picture about the relevance of start-ups as an innovation partner for large and 
established organizations. Ili et al. (2010) show that especially in the automotive industry 
start-ups play just a minor role in comparison to other partners such as competitors or 
universities. Other practice-orientated studies with an intersectoral focus show that executives 
see an increasing relevance of inbound practices with start-ups such as idea and start-up 
competitions or informal networking (Chesbrough & Brunswicker, 2013). APs can be 
characterized by different informal and formal characteristics or also by their degree of 
integration. Minshall et al. (2010) illustrate that cooperation agreements can be grouped into 
four main types. These are (1) informal cooperation. (2) Outsourcing. (3) 
Partnerships/Alliances such as licensing, shared resources, partial acquisitions or JV and (4) 
Mergers & Acquisitions (M&A). Most studies including the underlying focus on non-majority 
equity purchases, since JV or M&A transactions usually terminate start-ups as a cooperation 
partner, because start-ups might give up their own goals (Doz, 1988). Doz (1988) illustrates 
the central critical issues when it comes to APs. These issues could be minimalized but not 
completely removed what would lead to a failure in the long run for managerial reasons. 
Cultural distance, uncertainty and misunderstandings, and the potential of hidden agendas 
make strategic convergence difficult. Blomqvist (1999) summarize the characteristics of a 
small and a large firm based on theory and corporate data and emphasize the motives, 
advantages and disadvantages following from APs. Blomqvist et al. (2005) focus on the 
dynamics of trust during the cooperation especially negotiating and contracting process. They 
conclude that trust and contracts can be seen as complementary and are essential for a 
common ground for successful cooperation. Wang et al. (2015) point out that during 
interaction imbalance of trust is the norm rather than balance. Based on single firm case 
studies and conducted interviews with large firms and start-ups Minshall et al. (2008) develop 
a practitioner guide to overcome several challenges of managing these kind of partnerships. 
Alvarez & Barney (2001) highlight that corporates and start-ups are always placed in a 
learning race. They argue that for larger firms it is easier to learn about the other partner's 
technology than it is for a smaller firm to learn about its partner's organizational capabilities. 
Therefore start-ups often lose this learning race. Prashantham & Birkinshaw (2008) and Katila 
et al. (2008) share a similar view. They agree on the described underdog position of start-ups 
of Alvarez & Barney (2001). In contrast to this Pérez et al. (2012) disagree based on their 
practical findings and emphasize cooperation over confrontation, because the resulting 
knowledge from the alliance can be fully used by both partners. Das & He (2006) present a 
comprehensive analysis of entrepreneurial firms, their partner selection behavior and 
distinguishing characteristics. Based on these findings they create guidelines and 
recommendations on partner selection criteria entrepreneurial firms should follow. They 
suggest that start-ups should choose established partners that are interested in developing 
technologies or products, willing to provide access to manufacturing and marketing functions 
and are committed to act fast. 







Methodology  
Research Design 
This study addresses several issues current research misses out on. First there is no specific 
differentiation between individual innovation partner types (Bengtsson et al., 2015) and a 
related focus on the management of these partners (Du et al., 2014). Second the process of 
partner selection is a central factor for successful cooperation within the OI process (Yoon & 
Song, 2014). On top of that Das & He (2006) criticize the lack of research on partner selection 
criteria in APs with particular reference to entrepreneurial firms. Surprisingly only few studies 
have empirically focused on established firms in the same or different industry sector. There 
is also a lack of a more systematic and solution orientated view to overcome the already 
mentioned challenges between large firms and start-ups. Furthermore little is known about the 
whole process from partner selection to the execution of a cooperation project from an 
exclusively established firm perspective.  
These drawbacks in mind I set up the research design to answer the overall research question 
(RQ): How do large and established firms organize themselves when they cooperate with 
start-ups?  
For simplification and clarification I split the question into three individual RQ: 
 RQ1: What are the overall motives and requirements for large and established firms to 


cooperate with start-ups? 
 RQ2: How do large and established firms implement cooperation with start-ups?  
 RQ3: How do these these kinds of cooperation mainly influence the organizational 


structures, processes and attitude of employees? 


Methodological approach 
To answer these questions I chose an exploratory approach using a qualitative multiple case 
study design with cross-industry focus. Following Yin multiple case studies are an adequate 
method “when the same phenomenon is thought to exist in a variety of situations” (p. 101, 
1981). Regarding Eisenhardt case study research “is particularly well-suited to new research 
areas or research areas for which existing theory seems inadequate” (p. 548f., 1989). This is 
truly given for the field of CE and COE (Miles et al., 2006), OI (Dahlander & Gann, 2010) 
and APs (Minshall et al., 2010). Based on presented theory I prepared a guideline for semi-
structured interviews. Afterwards I tested this interview guideline through two pre-interviews 
with managers of different firms. 


Data Collection 
As a first step I identified and selected suitable firms using the following criteria: 
headquarters located in Germany or Switzerland and clear character in terms of innovation, 
ordered by employee size. Also, the firms should cover the most heterogeneous industries as 
possible based on the North American Industry Classification System (NAICS) listed 
extracted from the information database Orbis. Matching firms were put on a list and 
categorized into industry-related groups. In the next step I seeked for experienced and leading 
firm managers, who act as a partner for start-ups or are responsible for coordinating start-up 
activities. Finally I conducted the interviews between August and October 2015. While a few 
were conducted personally, most were done over the phone and recorded digitally. Afterwards 
the interviews were transcribed and analyzed with MAXQDA. I also used the triangulation 
methods, i.e. I supplemented the transcription interview data via news article using 
LexisNexis, press releases, annual reports and company’s event presentations to draw a 
holistic picture of every case.  


Data Sample  
In total I requested 77 large and established firms to participate in this study. 19 experts from 
18 firms from 16 different sectors were interested in participating. Almost all of them showed 







a decade of professional experience and have mostly worked in leading positions in various 
departments or entities. Every in-depth interview lasted between 30 and 90 minutes. The 
average duration of all interviews was 56 minutes. I finally selected six extreme cases in 
accordance to the different organizational anchorage and analyzed them afterwards. Table 1 
gives an overview of the selected cases. The experts are predominantly male and highly 
qualified. Two out of six experts had already entrepreneurial experiences. 


Table 1: Descriptive list of surveyed experts and related organizations 
Case Industry** Category 


of 
employee 
size 


Organizational 
anchorage 


Expert Role Gender Experience 
years 


Qualification Experien
ce as a 
founder  


C1 
Insurance 
Carriers  


1.000-
10.000 


Innovation 
Management 


Head of Open 
Innovation 


Female 17 Master no 


C2 
Technical 
Services 


1.000-
10.000 


Platform* 
Managing 
Director 


Male 4 Master no 


C3 Broadcasting 
1.000-
10.000 


Accelerator* 
Managing 
Director 


Male 12 Phd yes 


C4 
Machinery 
Manufacturing 


10.000-
50.000 


Research 
Head of Future 
Technology 


Male 25 Phd no 


C5 
Rail 
Transportation 


10.000-
50.000 


Business 
Development 


Head of Business 
Development & 
Start-Up Relations 


Male 10 Master yes 


C6 Real Estate 
1.000-
10.000 


Product 
Management 


Head of Business 
Development 


Male 14 Master no 


* Wholly owned autonomous entities 
** Categorisation is based on the NAICS Code  


Results and Key Findings of Case Studies 
My results show empirical evidence that firms increasingly rethink their ways on how to 
innovate and to cooperate. They are quite open towards cooperation with start-ups even 
though every firm has a different understanding on what a potential partner and cooperation 
looks like. In the following paragraphs I summarize the key results with respect to overall 
firm’s motives and necessary organizational requirements on a firm, department and 
employee level. 


Motives  
The heterogeneity of requirements firms have when it comes to cooperation would give 
reason to expect heterogeneous motives as well. However, it seems that a higher level of 
innovativeness through cooperation with start-ups is a common motive. Precisely, firms want 
to access to innovative ideas, technologies, products and talents. C3 and C6 also mention the 
influence on the public image customers have. Additionally C3 sees start-ups not only as an 
innovation source but also as the possibility to generate financial returns in the long run. C2 
understands start-up cooperation not only from an innovation perspective but also sees them 
as an essential part for their new and future business model. C5 sees cooperation as an 
efficient and flexible possibility to outsource business development activities and to renew 
existing products.  


Requirements 
Requirements are necessary to enable firms to enter into APs and can be distinguished 
between a firm, department and employee perspective. 
On a firm level C1 highlights adaption of a firm’s strategy and creation of new innovation 
fields and delivery of new resources as an important issue. In addition a better exchange of 
start-up related information within the organization is necessary to finally bundle them in the 
innovation management (IM) department. C2 evaluates that a common culture and 
accelerated communication help to create an overall innovation eco system around the firm. 
C3 argues that all kinds of innovations and ideas should be fostered by the top management. 
Moreover building autonomous entities can help to get in contact with start-ups and may 







provide the necessary organizational transparency to them. C4 agrees on that and thinks that 
creating a special department within the firm group is not expedient, but more because of the 
existing processes. For this reason the firm should create a protected area to enter into such 
cooperation. For C6 it is vital that top management and public relation know how to handle 
start-up requests and to forward them into his department. The interviewee supports the view 
of C1 that a more open focus on new business besides the core business is necessary to do the 
first step towards start-ups. C5 confirms the view of C1 and C3. It is necessary to see 
innovation and its derived fields as an important part of the overall firm’s strategy, which 
would not be possible without the commitment of top management level. The interviewee 
shares the opinion that changing the structures to a centralized entrance gate help to enter into 
APs. At least, it is important to enable an early involvement of all related stakeholders in the 
firm. 
When I look at the department level three out of six firms agree on the urgent necessity to 
implement a structured start-up screening and cooperation process and to build a network or 
community with all possible stakeholders. For C1 and C3 it is essential to adapt and reduce 
the existing formalities and bureaucratic requirements such as legal, procurement, accounting 
and finance. Therefore C5 have created a special cooperation agreement for start-ups that 
differ from any other firm-related contracts. Four of six firms emphasize that the offer of 
inter-corporately services that have a particular value for start-ups is important to attract them. 
Especially C5 complements that these services must include a firm-wide committed package 
with key assets of the firm that could be interesting for start-ups. In this context C2 and C3 
also argue that building a brand to create awareness and achieve visibility is also an essential 
requirement. Finally C6 mentions that running an auxiliary fund for projects during the year 
could help to realize spontaneous projects.  
Analyzing the requirements on an employee level several aspects seem important. C1 sees her 
role as an internal start-up coordinator, supporter and internal stakeholder identifier. She and 
the interviewee of C5 find it necessary to build a trustful and empathizing personal 
relationship with the founders or executives of the start-up. C5 also describes it as essential to 
be active in lobbying and building close relationships to managers from the firms’ employees. 
It seems necessary to mediate between corporate employee and the start-ups employee to 
align corporate and start-up culture. C2 underlines that a direct contact person for start-ups is 
necessary to start the communication easily. Another communication aspect for C3 is a quick 
reaction time and the appointment of an experienced contact within the firm. In addition it 
helps to have motivated executives and employees who have experience in managing a 
project throughout its lifetime. C4 recommends that it could help when the shareholders or 
top management engage as business angels. In the opinion of C6 cooperating with start-ups 
requires an adaption of the start-ups working speed and flexibility to be ready for realizing 
projects immediately. 
To sum up all above mentioned aspects could be relevant for firms to create requirements on 
an organizational, department and employee level. They should be fulfilled before they enter 
into an AP.  


Implementation 
Provided what the basic motives and requirements of firms are it is also important how firms 
organize and implement these cooperation within their boundaries. Therefore I split the 
cooperation process into two finer gradient parts: partner selection and project execution. The 
former is focused on the identification and the evaluation phase of the start-up itself. The 
latter concentrates on the execution and the review of the cooperation project.  
Identification 
In the following I give an overview of how the selected firms identify start-ups that could be a 
match for an AP later on. 







As mentioned before C1 uses a new proactive screening process to find start-ups. Therefore 
they work with two local and external service firms that scan and provide the results every 
month. The service firms are strongly advised to look in suitable innovation fields. In addition 
C1 has the possibility to use an online platform of one supplier where all the start-up 
information is aggregated and structured. Several other large and established firms have 
access to this platform but every firm has its own private area. In addition to the systematic 
screening C1 and another partner organize a start-up innovation competition once a year. C1 
also mentions that start-ups get attracted independently by the firm’s market leader position. 
One central requirement of C2 was the building of a new international brand with a 
responsible autonomous entity outside the firm group. This brand should mainly attract start-
ups. But in their opinion just to set up entities, brands, formats or programs it is not enough. 
What really counts for identification is the communication and the aspect of stimulating and 
response. Therefore C2 follows online approaches to become visible on specific social 
channels around the world. Thus, it operates an own social media system to identify and 
manage direct responses from interested start-ups. Besides, C2 is running a yearly start-up 
competition on a specific topic and an open online platform for all start-ups and other 
stakeholders that are interested in getting part of the overall firm’s eco system. Although most 
start-ups already know this brand and formats the effort to identify start-ups is still the same 
as in the beginning. On this basis C2 can gradually and proactively call attention for their 
topics, informal and formal formats or activities. C3 have chosen a similar approach as C2. It 
also builds up a brand and an autonomous entity to give start-ups the place where they can get 
in touch with the firm. But C3 is strongly focused on its personal start-up program that require 
a two-step selection process. Two times in a year five to six start-ups have the chance to get 
into this program. This program is be advertised on several different media channels such as 
television or on start-up specific conferences.  
Because of their core business C4 is more focused on single technologies and it development 
than in start-ups. This is the reason why it behaves much more reactive than the first 
mentioned firms. The firm is open to speak with start-ups when they are knocking at the 
firms’ boundaries but a real proactive identification of start-ups does not happen. This is also 
the case for C6. If the interviewee discover an interesting start-up project on a random basis 
he would not hesitate to contact these people directly. But in any other case start-ups seek for 
them as a partner anyhow because of their strong brand position. The C5 approach is similar 
to that of C1 even though it has developed a determined screening pattern to reach and filter 
the right start-ups. But it also cooperates with two external nationally and internationally 
screening firms. Based on internal briefings from the individual business units the key task of 
the screening firms is to find matching technology counterparts. But it is just as important to 
be open for free floating ideas for potential new business opportunities. Since C5 has started 
to practice communication regarding their cooperation models start-ups also contact them 
directly what makes it easier to identify them. 
There are different approaches to identify start-ups, some firms such as C4 or C6 and a bit C1 
fundamentally trust their brand and their market position. Consequently they act quite reactive 
on individual start-up requests. Firms such C2, C4, C5 but also C1 are willing to implement a 
systematic and proactive approach to identify start-ups. 
Evaluation 
After identifying a several number of potential innovation partners and starting a conversation 
with them firms usually quickly try to find out whether the partner is a fit. Normally firms 
apply several evaluation or selection criteria to filter and reduce the number of potential 
partners before entering into a cooperation (Das & He, 2006).  
For C1 the most important criteria is whether there are already some customers and a product 
or at least a working prototype. Otherwise it would be difficult to give start-up access to their 







own customers. Another criteria is the role of trust towards founders or start-up executives. 
Because there are no existing guarantees trust is an essential criteria of working together in 
the future. The firm takes the risk that the start-up can be highly vulnerable from vary internal 
and external factors. The criteria of C2 varies across different start-up programs but generally 
it is only interested in start-ups that are able to bring value to its customers. Looking at start-
up contests for instance it focuses on start-ups that are exclusively IT-related, because of the 
business fields of the firm group and its customers. Therefore they demand at least a 
prototype. But C2 also offers the opportunity to use the firms’ spaces even if a start-up only 
has an idea yet. In the first stage C3 is primarily interested in start-ups that meet the 
requirements of the firm group with a certain degree of maturity. This is related to the size of 
employee, a legal form of a limited or public limited company and a clear focus on end-user 
business because of promoting and advertising reasons. In a second step it primarily focuses 
on the idea quality, team qualification, pitch quality, quality of answers on firms’ questions 
and the interaction between the founder team. C4 centers their selection criteria primarily on 
an internal “trusted partner concept” that focus on the existence, duration, intensity and 
quality of personal relationships. In addition to that it also evaluates the track record or 
success stories of existing partnerships and the competence level of the partner. In contrast to 
this internal concept C5 promotes their criteria actively and officially. Start-ups have to be 
open and ready for partnerships and cooperation models. As well as C3 the start-up entity 
should have a legal form of a limited or public limited company and an established founding 
team with at least two people. Moreover their business model must be scalable and they 
should have a secured financing for over six months. Their product must be ready for the 
market to at least 80%. C6 makes no differentiation between idea, prototype or product as 
long as the initiative has a long-term business potential. Another important criteria is the 
integrity of the start-up and legal certainty, for a potential damage of the firms brand must be 
avoided in any case. Additionally C6 emphasizes a professional appearance especially in the 
sense of a well communication behavior. What also should not be underestimated is the 
market effect on external reputation.  
Ultimately the different kinds of evaluation criteria give a broad overview of how firms 
evaluate start-ups and their projects. Especially the role of trust and the market potential seem 
to be the key criteria when it comes to cooperation. 
Execution 
Having a suited partner selected and finally formal agreements finalized firms want to get into 
the execution-mode. 
C1 has just started their first pilot projects and are still in the testing and learning mode but 
the firm offers their start-ups an access to its customers. Other services could be possible in 
the future but are not realized yet. As a platform C2 has a wider understanding of the 
execution of cooperation and see itself as the “man in the middle”. This means that it forces 
informal and formal cooperation through formats such as networking events or work spaces. 
Furthermore it provides access to other large and established cross-industry firms and to the 
firms’ group customers. Finally cooperation partners can benefit from the media coverage of 
the firm. Initially the execution should be characterized by performing whereas 
institutionalization follows later. C3 concentrates all start-up executions at the same time 
twice a year. The duration of the program is always about 3 months. Within these three 
months start-ups get access to a package of several assets such as mentoring, office spaces, 
coaching, a cash funding and a budget of TV media volume and support from the analytics 
team to optimize the spots. Based on these assets start-ups are able to improve their products 
and have the possibility to facilitate growth. Through this start-up program C3 helps them to 
bring them on the right path quickly and efficiently. As mentioned before C4 follows no 
systematic start-up cooperation approach but it is open to develop projects together. Therefore 







it lets the start-ups do their work autonomous to protect them from the firms’ efficiency 
optimized environment. What it offers is the technological expertise of single experts or the 
access to external experts from firms’ network. Sometimes it could also happen that start-ups 
get an access to handpicked partners but at the end all cooperation generally lead to a JV. 
Within the scope of the official cooperation model C5 offers something like a module 
catalogue for start-ups with four key assets of its firm. This includes the access to customers 
and customer data, a large size of advertising spaces, media coverage and brand awareness. In 
addition it provides a flexible project budget that cover all internal project-related costs. This 
can be used for cooperation any time. Furthermore start-ups can also use the local co-working 
space within the firm or can work autonomously. C6 sees their APs with start-ups primarily as 
a technical service relationship. Consequently every party bears their own costs and stays 
autonomous. However, start-ups can get access to customers or information such as inventory 
data about the existing properties of the firm. Generally every project is seen independently 
and thus lacks standardization. 
Firms such as C5 use a structured process with several quality gates that usually start with a 
pitch, followed by a pilot and finally end in a firm funded project for several months. But this 
varies between firms and depends also on the existence of specific organizational autonomous 
entities. The results show that some large and established firms such as C2, C3 and C5 present 
and exploit in detail which key assets they can bring into a cooperation. Others such as C1, 
C4 and C6 make their scope of engagement dependent on the individual start-up project.  
Review  
Reaching the review phase especially measurement of cooperation plays a predominant role 
in large firms (Marek et al., 2015). From an IM perspective there are several possible key 
performance indicators that measure primarily the output of innovations (Adams et al., 2006). 
But looking also at the input and the workflow to create innovation is difficult. Therefore it is 
interesting to analyze how firms perceive a successful cooperation.  
C1 clarifies that these kind of cooperation must not be measured on hard facts or financial 
numbers only. A suited success indicator could already be the submitted number of prototypes 
or realized pilot projects by external start-ups before entering into a formal cooperation. What 
matters is the ability to solve a firm’s customer problem and satisfy them with a new solutions 
or product that really fits into the existing product portfolio. But another essential success 
indicator could be the level of learnings during that cooperation and its impact on the next 
cooperation project. This is also related to the overall performance of the individual start-up. 
C2 is critical towards financial metrics too at any stage during the project. Just the number of 
entered cooperation alone would be a success for it. In the long run cooperation are related to 
the quality of the existing innovation network and the duration of the overall relationship 
independently of a cooperation agreement. But for the individual formats it uses a specially 
developed scoring model. As C1 already mentioned the learning level output from every 
single cooperative project is a real success for the firm. This stands in contrast to C3. It 
mainly focuses on financial or project performance indicators during the accelerate phase. 
This attitude gets support from C4. It is mainly focused on the output indicators such as the 
level and quality of innovation itself, the number of new products and the resulting revenues 
out of these products. But important indicators can be also investigated during a cooperation 
project such as meeting deadlines or milestones and reaching an end of a project. C5 is 
focused on three central success dimensions. First the reaction behavior in the media through 
society and customers when a cooperation gets public. Second the economic efficiency of the 
developed business model based on the cooperative project. And third the customers feedback 
and customers’ acceptance of the new product or service. For C6 a real success indicator 
might be the final partner recommendation in accordance to the working relationship after a 
successfully realized project. When both partners perceive the project as successful from an 







economic and personal perspective than it seems to be a success provided that all contractual 
agreements were met. 
To sum up, there is a heterogeneous view on analyzing a cooperation success. Most of the 
experts agree on the individual character of every cooperation, due to differing characteristics, 
business models, used technologies or customer focus.  


Influence 
Finally, how do APs influence the firm in terms of organizational structures, processes and 
employees? 
C1 and C5 presume an influence on process speed and process permeability. Working with 
start-ups foster the dynamic of the existing and internal processes and make the organization 
opener. C1 further states that there is an influence on the internal and external 
communication. The firm must take into account that start-ups communicate internal and 
external differently and partly use other start-up friendly channels. Moreover start-ups want to 
receive valid and substantial information. C2 thinks that the greatest influence is on the firms 
working methods and their understanding of agility and iteration. Start-ups inspire the firm to 
question their daily doing. This also leads to a different thinking and acting of firms’ 
employee. It gets mainly effected by the passion-driven attitude of founders or other 
employee of start-ups. C3 states that the cooperation with start-ups have led to a stronger 
willingness of the group as a whole. It has started to understand that an openness-driven 
attitude is necessary to change things and to be innovative. In addition, it started to bundle all 
start-up-related contact points. Unlike C4 the contact to start-ups changed and increased the 
overall awareness for these service-related and technology-related topics. C5 shares the view 
of C1 and C6 but also sees an influence on the process flexibility because of the heterogeneity 
of start-ups characteristics. On a personal level C6 sees an increasing network of people and 
an increasing number of different ideas as an influence from APs. 
These personal evaluations of the experts point out that organization get in fact influenced by 
APs even if it happens on different levels. This will be mainly carried out bottom up starting 
on the personal dimension and ending up on a department or also firm level.  


Conclusion 
Contribution 
My results contribute to entrepreneurship and innovation research from a theoretical and 
practical perspective. According to the overall RQ and based on my qualitative observations 
my study shows that firms are interested in finding solutions to overcome the conflicts and 
challenges often described in research. The cross industry focus gives a broad overview about 
motives, requirements, implementation and influence that firms face when they enter into 
APs. This study offers insights on how large and established firms perceive the role of start-
ups and handle cooperation with them internally. Some firms are trying to find proactive 
solutions to manage these cooperation while others behave hesitant and react slowly. But 
firms have started to rethink their innovation strategies and define new priorities with respect 
to innovation partners. They have recognized that getting quick innovations often requires 
fast-acting partners which can be found in start-ups. I illustrate in detail that entering 
cooperation with start-ups can vary substantially from firm to firm depending on industries, 
structures, processes, service offerings, formal agreements, involved stakeholder, activities or 
the evaluation of success indicators for example.  


Reflection and implication on theory  
Aside from these aspects there are key points which should be considered in entrepreneurship 
and IM theory. One point might be the role of the linear innovation process in the IM 
literature. From an OI and innovation partner-related perspective the view on the innovation 
process has to be further developed. It should evolve to a flexible innovation process in an 







innovation eco system within a multidimensional, complex and technology-driven 
environment. It seems difficult that linearity and OI can still go together (Adams et al., 2006). 
As already mentioned the need to focus on the origin of innovations and not only the output is 
be essential for measuring innovations in the future. This could lead to a much more 
differentiated view on single innovation partners and their contribution to the overall 
innovation partner portfolio performance with respect to the different characteristics of 
innovations such as business model innovations or process innovations. Especially for 
cooperation with technology-driven start-ups it is necessary to develop informative, partner 
and project-related success indicators. This also creates new aspects for empirical research in 
the field of innovation measurement. Furthermore research on APs must be focused more on 
potential and effective solutions instead of just analyzing the challenges and problems based 
on the different characteristics such as firms’ size. Also, the meaning and impact of trust and 
informal cooperation as essential factors for fruitful APs should not be underestimated (Bönte 
& Kielbach, 2005).  


Implications on practice  
Firms face continuous challenges in a dynamic and technology-driven environment. On the 
one hand they want to improve their core business through incremental innovations, on the 
other hand they seek disruptive innovations to create and dominate new business fields. 
Consequently they must bridge the gap and invent their balancing ability to operate as a 
hybrid. Start-ups could be an innovation partner to reach that goal. There are at least four key 
aspects that firms should notice. First, large firms should review and adapt their existing 
organizational entities, structures and processes in order to discover different innovation 
partners especially start-ups. Because of their specific competences firms should meet them 
on an equal level. Realizing that firms have also to understand that informal cooperation are 
the first step to enter into a formal cooperation. Second, firms must be open and be willing to 
understand what the needs and requirement of start-ups are. After gaining that knowledge 
they should make changes within their organization and offer committed, flexible, effective 
and targeted services to start-ups including a facilitated access to their key assets Third, firms 
must realize that they should act proactively and as systematic as possible to identify 
interesting start-ups with innovative potential. Instead of hiding behind a strong brand, their 
market leadership position or their tradition they should become visible and able to convince 
and attract other talented innovation partners to cooperate with them. Fourth, firms and 
especially the top management should start to see and understand themselves as an innovation 
eco system around an “Open Organization” instead of a sum of isolated departments where 
only few are responsible for innovations or/and identifying new business fields.  


Limitations and future research 
I acknowledge several limitations of the study. One limitation is the exploratory and 
qualitative character of this study, consequently my results have limited valid statistical 
expression. Bringing this topic on a higher level with more data could foster clearer patterns. 
The present data sample is restricted to six extreme cases based on six interviewees who act 
as a responsible person for start-ups. That could be seen as a subjective perception of a small 
number of leading executives. Due to the fact that most firms just have started to systematize 
all new activities every firm react and behave differently. This makes a detailed comparison 
on basis of this small sample difficult. Moreover this study is characterized by a German and 
Swiss view and missing out a global perspective. Also, I selected a broad cross industry 
approach rather than to go deeply into one firm or one specific industry sector.  
Theory could benefit from more quantitative studies. I suggest further investigation of APs 
using theories from CE and OI to provide a clearer picture.  
There are several research fields and questions that are interesting to follow. One neglected 
topic is the matching of both partners and the applied evaluation criteria between APs not 







only from the established firm point of view but also from the perspective of a start-up. 
Furthermore, it could be interesting to analyze how start-ups could be attracted best 
depending on the reputation of the larger organization. Another question resulting from this 
study is how firms could realize and design the structures and workflows within APs as 
effective as possible and how formal cooperation manifest within an established organization 
without ending up in internal legal conflicts. Another aspect are the cooperation costs with 
start-ups and the exact contribution of APs regarding the organizational innovation input and 
output. Finally there is also potential what actually the quantitative impact of start-up 
cooperation on an established and large firm is.  
Besides APs there are two other related research fields that could be followed as well. One is 
the coopetition approach (Bouncken et al., 2015) and second the idea is of an “Open 
Organization” (Weidmann & Lindemann, 2015). These concepts could help to find new 
research topics and research questions to analyze cooperation with external partners to enrich 
entrepreneurship and innovation research.  
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Dynamics of business model innovation: a 
processual approach 


Abstract: 


Business model innovation (BMI) has emerged as a powerful source of competitiveness. 
However, firms still face obstacles when innovating their BMs. The academic domain has 
concentrated on investigating the antecedents, typologies and effects of the phenomenon, 
whereas the dynamic mechanisms driving BM evolution and development have received little 
attention. The purpose of this exploratory study is to provide a theoretical grounding and 
research agenda to investigate the process of BM change over time. Our conceptual model 
deconstructs BMI as a sequence of BM change events across time, and analyses the process 
from three different temporal scales. A quantitative, longitudinal research has been purposely 
designed to enable analysis of a large sample of companies applying data mining techniques 
while following a processual philosophy. This study intends to provide an incremental 
contribution to theory that explains the dynamics of BMI. In addition, by assessing the 
sequence of events leading to change as well as the timing in which change is implemented, 
this study may support existing businesses in anticipating and developing innovation plans 
with a greater degree of certainty, allowing faster and more efficient BM transformations. 


Introduction 
Business model innovation (BMI) has emerged as a powerful contemporary source of 
competitiveness with the capacity to disrupt entire industries while maximizing the value to 
customers, partners and stakeholders (Comes and Berniker, 2008).  Innovation at the business 
model (BM) level has also been suggested as a suitable counterpart for more traditional types 
of innovations, i.e. technological, product and service innovations, supporting the alignment 
between technical potential and economic value (Chesbrough and Rosenbloom, 2002). There 
is a resultant interest across academic and practical domains in the characteristics of 
successful BMs (Priem et al., 2013) and their key drivers (Bjorkdahl and Holmen, 2013). 
Research efforts are now moving beyond the design aspects relevant to start-ups, to the 
transformational effect of BM on incumbent firms (Saebi, 2014).  


Despite increased awareness, firms still face obstacles when implementing BMI such as 
inability to recognise the right BM and difficulties reconfiguring the resources supporting the 
prevailing model (Chesbrough, 2010).  Two key reasons are that the body of evidence on 
BMI is still emerging (Zott and Amit, 2013, Taran et al., 2015), and the field still lacks proper 
theoretical grounding (Teece, 2010). Within the BM research field the focus on structure and 
elements of BMs gave way to the question of why certain BMs are more disruptive than 
others; whereas the dynamic aspects, emergence and evolution have received little attention 
(Demil and Lecocq, 2010). There have been strong calls for studies elucidating the 
developmental process driving an existing BM into its new incarnation, as this remains a key 
requirement for those seeking to implement BM reconfiguration initiatives in existing firms 
(Saebi, 2014, Zott and Amit, 2015).  


The purpose of this exploratory study is to generate knowledge explicating the mechanisms of 
BMI by exploring the existence of common patterns of change in BMs. We consider the 
process of BMI as a sequence of change events occurring in a company’s BM across time. 
Thus, the research questions motivating this investigation are: What patterns of change events 







give rise to novel BMs in established firms? And, is there a sequential order and timing of 
such events? 


In this conceptual paper, we propose a theoretical model and research design to understand 
the process of change in successful BMs over time. Preliminary results are also presented 
using longitudinal data from 100 firms drawn from a large financial database. The model is 
aimed at solving the ‘how’ (i.e. how BM change unfolds over time) and the ‘when’ (i.e. when 
is change required in a BM) practical questions, maximising managerial implications while 
also contributing to the current theoretical and empirical debate. 


The paper is structured as follows: an initial literature assessment on BM and BMI; a 
description of the theoretical framework designed to explore BMI as a process in time; 
methodology section discussing the research design; presentation of preliminary findings 
from a pilot study; and final discussion on study’s relevance and impact. 


Literature review  
The early literature on BM originated from the practice domain during the tech-boom of the 
late 90’s, as practitioners became interested in comparing traditional, established firms with 
new entrants offering products and services through digital platforms (Timmers, 1998, 
Magretta, 2002). However, it was only after the dotcom bubble burst that the BM term started 
to stimulate the interest of academics worldwide, as it was used to explicate why some of the 
highly promising web-based companies failed while others succeeded (Burkhart et al., 2011). 
The concept derived from the information systems and e-commerce spheres, but it quickly 
propagated through other fields such as strategy (Winter and Szulanski, 2001, Amit and Zott, 
2001), knowledge management (Osterwalder et al., 2005), corporate management (Magretta, 
2002), entrepreneurship (Morris et al., 2005) and organisational change (Chesbrough and 
Rosenbloom, 2002).  


Since then, researchers have extensively covered conceptualisations, taxonomies, 
representations and design aspects, as well as deliberations on the components of a BM. 
Coverage of the static aspects of BMs however has directed attention away from the dynamics 
of BM change, adaptation, emergence and evolution (Demil and Lecocq, 2010). Although 
research interest in the dynamics of BMs is increasing (El Sawy and Pereira, 2013, Heikkilä 
and Heikkilä, 2013), it is argued that it is still understudied (Cavalcante, 2013, Taran et al., 
2015) and that, to date, our understanding of what happens to an existing BM over time 
remains far from clear (Demil et al., 2015). 


In one of the first studies investigating the transformational aspects of BMs, Winter and 
Szulanski (2001) argued that the formula to innovate a BM is not revealed from the start and 
requires continuous changes over time. Another early study was the applied work by Mitchell 
and Coles (2003) suggesting that BMI is the process of replacing several elements of an 
existing BM leading to the generation of products and/or services novel to the customer. Both 
works were among the first studies highlighting the importance of acknowledging BM change 
as a driver of BMI. 


Business model innovation 


The line of enquiry into BMI has concentrated on exploring the requirements, effects, and 
relevance of the phenomenon as well as classifying the various forms of BMI. A good 
proportion of these studies are theoretical in nature, while the remainder have used case study 
methods almost exclusively. 







Numerous antecedents of BMI have been advanced. Internal characteristics such as an 
organization’s structure, its resources and internal competences (Comes and Berniker, 2008), 
its organisational capabilities (Saebi, 2014) and, especially in large firms, its managerial 
practices (Trapp, 2014) dominate studies on antecedents. The way an organisation interacts 
with its environment such as through its constant acknowledgment of market trends and needs 
(Demil et al., 2015) has also been identified as an antecedent. Then again other factors may 
impede BMI. On this point Chesbrough (2010) flagged leadership issues and dominant logic 
as obstacles when existing firms reconfigure their BM. 


Investigation on types of BMI has also progressed noticeably. Different forms of 
reconfiguration at the BM level have been classified according to: the magnitude of the 
alterations (i.e. minor adjustments, adaptive changes, or significant transformations) (Saebi, 
2014); and complexity and external “reach” of the changes (Taran et al., 2015). BMIs have 
also been categorised in relation to the effects in the organisation’s units: new connections 
between units, resizing, physical relocation, or altering the set of activities performed by an 
unit (Santos et al., 2009). Under a different approach, Batista et al. (2013) utilised a systems 
thinking perspective to discuss change and emergence of BM, proposing two main types of 
BM change, namely “homeostatic changes” (comprising incremental adjustments) and 
“disruptive changes” (comprising radical transformations). 


In terms of the implications of BMI, several studies have compared the performance effects in 
firms innovating their BMs against firms that do not. These studies have found that firms 
innovating their BMs, or even replicating BMs from other firms exhibit higher growth than 
firms that do not change their BMs at all (Aspara et al., 2010). Other findings suggest that 
BMI increases firm’s strategic flexibility (Bock et al., 2010). In addition, studies comparing 
BMI against other types of innovations have resulted in recognition of BMI as a powerful 
competitive strategy (Markides, 2006, IBM Business Consulting Services, 2006). 


The processual approach 


Beyond the static, taxonomical analyses, BMI has begun to be explored as a temporal 
phenomenon. It has been argued that innovating a BM is a path-dependant, learning-based 
process where the end product is rarely determined a priori McGrath (2010). A similar stance 
was proposed by Sosna et al. (2010), whose authors studied the evolution of a particular BM 
over a 5-year period and concluded that the studied BMI process comprised an 
experimentation stage followed by a high-growth exploitation phase.  


Among the limited literature exploring the transformational features of BMI from a strong-
process stance, most of the studies have employed lifecycle to describe the phenomenon. The 
proposed stages generally include an initial phase of observation and ideation of BM 
reconfigurations, intermediate stages comprising integration and refinement, and final stages 
where the resulting configuration is implemented (Reuver et al., 2009, Cavalcante et al., 2011, 
Matzler et al., 2013, Zott and Amit, 2015). Other suggestions, such as the model proposed by 
Morris et al. (2005), include additional phases of reformulation after the implementation of 
the resulting BM. 


For most of these case studies, the window of observation started with the recognition of the 
need for change, and ended when the BM was implemented. Few authors have expanded this 
perspective to include multiple iterations of a firm’s BM. Using prolonged periods of 
observation increases our understanding of how innovations evolve over time (Kemerer and 
Slaughter, 1999). Potential studies considering a series of iterations of a firm’s BM, rather 
than a single iteration, may complement results from lifecycle-based studies and expand our 
knowledge about patterns of BM change. 







Theoretical framework 
Our conceptual framework deconstructs the BMI process as a sequence of BM change events 
across time, and analyses the process from three different temporal scales: the first scale 
examines event-event interactions to speculate on the temporal relationships between different 
types of events; the second scale evaluates the dynamics between a phase (or group of events) 
and its successive phase to assess the patterns of BMI process; the third scale observes the 
entire sequence of BM changes as a whole to analyse the timing and rate of change. Figure 1 
illustrates the match between the research questions and the proposed framework. 


The propositions suggested in our study are inspired by a set of principles from diverse fields 
from social sciences to systems theory and evolutionary biology (refer to Figure 1 for the list 
of propositions). These principles are integrated in the theoretical framework described in the 
remainder of this section. Firstly, we propose an operationalisation of BMI that facilitates 
observation of changes across time.  


 
Figure 1. Integration between the research questions, propositions and theoretical framework developed 
for this study. 


Operationalisation of business model innovation 


Given the diverse collection of BM definitions available in the literature (El Sawy and 
Pereira, 2013, Trapp, 2014), the selection of a suitable BM concept in advance is required in 
order to maintain consistency across the research. Our study shares the view from Magretta 
(2002), Morris et al. (2005) and Zott and Amit (2010) of a firm’s BM as an open system 
linking activities, resources and processes from the firm (and its partners) aiming at 
generating economic value for them and their customers. As firm’s capabilities can be 
classified according to its main intention to create, deliver or capture value (Leih et al., 2014), 
BM elements can be grouped into three main dimensions: the operational dimension 
comprising firm’s elements involved in value creation processes; the strategic dimension 
comprising elements contributing to the delivery of value to the right customer; and the 
economic dimension comprising elements enabling appropriation of value back to the firm 







and its stakeholders. Table 1 illustrates how our three-dimensional model converges with the 
components from four seminal BM concepts. Building upon this working definition, BMI is 
defined as substantial, structural changes in one or more of the dimensions of a BM, leading 
to a configuration that is either new to the firm or new to the market (Santos et al., 2009, 
Schneider and Spieth, 2013). 


Dimension Aim Hamel (2000) 
Afuah and Tucci 


(2003) 
Johnson et al. 


(2008) 
Osterwalder and 
Pigneur (2010) 


Operational 
Create 
value 


-Strategic resources 
-Value network 


-Connected activities 
-Implementation 
-Capabilities 


-Key resources  
-Key processes 


-Key partners  
-Key activities 
-Key resources 


Strategic 
Deliver 
value 


-Core strategy 
-Customer interface 


-Customer value 
-Competition 
-Scope 
-Pricing 


-Customer value 
proposition 


-Value proposition 
-Customer Relationships 
-Distribution channels 
-Customer segment 


Economic 
Capture 
value 


-Wealth potential -Revenue source -Profit formula 
-Cost structure 
-Revenue streams 


Table 1. The three basic BM dimensions considered in our study, and relation with elements from seminal 
BM definitions. 


According to Trapp (2014), a common method to operationalise BMI consists of describing 
the current state of a BM and comparing it with previous states. Other methods entail a 
description of the BM in relation to popular frameworks such as Osterwalder’s 9 building 
blocks (Osterwalder and Pigneur, 2010). Both techniques are particularly effective in 
qualitative research settings. Quantitative studies have operationalised BMI by measuring 
novelty at the entire BM and/or its components (Aspara et al., 2010, Mezger et al., 2013). We 
employ this type of operationalisation with the following variations: (1) measuring magnitude 
of change rather than novelty; (2) change is temporally measured for each BM dimension, not 
for individual components.  


Level 1: Change events in business model development 


As in any open system, a BM requires certain level of harmonisation among its elements in 
order to achieve a sustainable development (Heikkilä and Heikkilä, 2013, Foss and Stieglitz, 
2014). However, there are influential factor in the firm’s external environment disturbing the 
internal coherence in a BM such as variations in consumer needs, technological 
breakthroughs and competition. 


Some authors have suggested that BMs self-regulate internally to cope with change (Regev et 
al., 2013, Batista et al., 2013), a principle known as homeostasis. Adopted from biological 
sciences, the concept of homeostasis was introduced into the systems theory in the 60’s, and 
refers to a system’s ability to self-regulate its internal elements to control for external 
disturbances so it can achieve sustained development (Bertalanffy, 1968). As reconfigurations 
in a BM element may affect the rest of the BM (De Reuver et al., 2013), this study suggests 
that a change in a BM dimension stimulates subsequent changes in other dimensions, as the 
system attempts to re-establish internal stability.  


This notion resonates with the observation that action-reaction mechanisms are key drivers of 
BMI, and that firms must understand such mechanisms in order to implement BM 
reconfiguration effectively (Morris et al., 2005, Demil and Lecocq, 2010). Therefore, 
proposition P1 states: For BM innovators, a change in one BM dimension is more likely to 
stimulate changes in the rest of the dimensions. 







Level 2: Phases of business model development 


This level of the framework is built on the premise that BM reconfiguration tends to occur in 
series or groups of related changes (Raff, 2001, Markides, 1997, Frankenberger et al., 2013), 
which we call phases.  


On the one hand, disrupting competition through innovative BMs is a proven strategy, 
according to Christensen’s notion of disruption (1997). Christensen argued that BMI are 
central elements of disruption, as every technical breakthrough can be potentially 
complemented with powerful value logics to match technology with market needs. On the 
other hand, we previously argued that successful BMs require stable relationships and 
coherence among their elements. Scaling-up a BM after major alterations requires certain 
degree of routine repetition of tasks to maximise efficiency (Doz and Kosonen, 2010). 
Therefore, there should be distinctive episodes across the development of a BM in which 
sequential adjustments normalise the effect of imminent radical changes. Thus, proposition P2 
states: The BMI process comprises two main phases: a stable phase of incremental changes, 
and a disruptive phase of radical changes. 


The BM stability gained over time erodes a firm’s adaptive capacity to changes in the environment, 
impeding BM renewal (Doz and Kosonen, 2010). Changing a BM not only provides a competitive edge; it 
is a necessity in modern economies, as rapid technological advancements and fierce competition force 
firms to rethink their BM configurations in an ongoing way (Saebi, 2014). Accordingly, we suggest that 
BMI is a cyclical process alternating between phases of disruption and stabilisation, with both phases as 
crucial drivers of BMI. Proposition P3 then states: The BMI process exhibits a cyclic alternation between 
disruptive phases and stable phases. 


 
Figure 2 graphically describes this notion of cyclic alternations between both phases. 


 
Figure 2. BM change process observed from the three timescales proposed in the theoretical framework. 


Level 3: Patterns of business model development 


This level of the framework analyses BMI from a long-term perspective to explore patterns of BM change 
over the firm’s lifetime. This view transcends the event-event and phase-phase timescales and considers 







cumulative iterations of BM change across time. As shown in 


 
Figure 2, we define the patterns of BM change in terms of magnitude of change (number of 
change events at a time point) and frequency of change (temporal distance between change 
events).  


It is proposed that patterns characterised by infrequent change are incompatible with 
successful BM innovators given that BM change is necessary to adapt to changing 
environments. In this regard, proposition P4a suggests that: Low magnitude / low frequency 
patterns of change are less likely to drive BMI. Conversely, BM change patterns characterised 
by a excessive change are neither compatible with BM innovators given that successful BMI 
requires periods of convergence to achieve efficiency, thus, proposition P4c states: High 
magnitude / high frequency patterns of change are less likely to drive BMI. 


As BMI entails structural change in firms (Spieth et al., 2014), compatibility between theories 
of organisational change and BM development must be explored. Van de Ven and Poole 
(1995) suggested four basic types of organisational development: lifecycle, evolution, 
dialectic and teleology. As previously discussed, scholars have been inclined towards the 
lifecycle approach to study BMI. However, the lifecycle’s focus on single iterations of a BM 
prevents us from exploring long-term patterns of change. On the other hand, the evolutionary 
approach involves perennial variations and selection driven by competition and market needs, 
a behaviour identified as driver of BMI (Tikkanen et al., 2005, Aspara et al., 2011). In 
addition, the teleological approach (development through actions towards a final goal) has 
also been associated with BM change in the sense that companies adjust their BMs through 
trial-and-error until the right configuration is achieved (Magretta, 2002, McGrath, 2010, 
Sosna et al., 2010). An intersection between evolution and teleology is the principle of 
punctuated equilibrium which suggests that innovative organisations evolve through episodes 
of convergence punctuated by sporadic reorientations leading to the next converging episode 
(Tushman and Romanelli, 1985). Accordingly, proposition P4b suggests: High magnitude / 
low frequency, and low magnitude / high frequency patterns of change are more likely to 
drive BMI. 


In terms of the rate of BMI, the analysis of the rhythm in which a company transforms itself 
provides clues about the factors driving the process of change, as well as the dynamics 
between the company and its external environment (Klarner, 2010). Recent technological 
breakthroughs and the rampant rate of globalisation, coupled with increased competition, are 
all forcing BM reconfigurations at an exceptional rate (SAP Center for Business insights, 
2013). Under this perspective this study proposes that, while punctuated equilibrium might 
explain BM change at a generic level, worldwide businesses are transitioning into an era of 
disequilibrium in terms of BMI, where phases of disruptive change are becoming more and 
more frequent. Thus, proposition P5 suggests: The frequency of disruptive phases is 
increasing overtime. 







Methodology 
This quantitative, longitudinal research has been purposely designed to enable exploration of 
a large sample of companies across time following a processual philosophy. The process 
approach, as opposed to the conventional variance approach, analyses change as a sequence 
of events rather than a product of determined causes (Langley, 1999, Poole et al., 2000). 
Thus, the BMI process is treated as a sequence of BM change events temporally ordered. 
Sequence analysis methods are applied to discover patterns of change in either the whole 
sequence or within subsequences (Abbott, 1995). 


Data selection 


As strategic choices and actions affect a firm’s financial position (Meigs et al., 1990), it is 
possible to assess financial information in search for indications of strategic changes. Under 
this perspective, we chose Osiris as our main data source. Osiris is a large company database 
containing several financial indicators from a vast number of listed companies worldwide. In 
order to maximise the number of changes observed, the study sample comprises companies 
from the information technology and telecommunications sectors, assuming that 
technological change stimulates (and requires) BMI (Chesbrough and Rosenbloom, 2002). 
The focus remains on these sectors solely as a way to control for the effect of external forces 
affecting BM development over time. The sample resulted in 1,683 active companies, which 
includes firms with more than 500 employees, and with 5 or more years of available 
information in Osiris. 


BM change “events” are obtained from the detection of fluctuations in a predefined set of 
financial ratios. Ratios, rather than indicators, where favoured in this study as they provide a 
better representation of operational, strategic and financial modifications within a firm, 
whereas indicators are susceptible of external events not necessarily associated with the 
phenomenon under observation (Edison, 2003). A diverse set of 24 financial ratios was 
designed in order to reflect alterations on each of the BM dimensions (8 ratios per 
dimension). The representative amount of ratios obeys to the fact that there is not a single 
path to implement an innovative BM (Casadesus-Masanell and Ricart, 2010), hence, we 
decided to incorporate as many ratios as possible in order to monitor various aspects of the 
firm (see Appendix 1 for the full list of ratios). 


Financial ratios were collected historically on a yearly basis from its first date of availability 
to 2014 (or last available year). This covers a maximum period of 29 years, as the database 
contains records no older than 1986. 


Data transformation 


The ratios were imported into a relational database purposefully designed to cope with the 
extensive amount of change events required for the sequence analyses, as other process-based 
studies suggest (Kemerer and Slaughter, 1999). Raw data was imported from Osiris through a 
comma-separated values file, and later stored automatically in the corresponding data tables 
on our database. 


The coding process for change events is inspired by the procedure implemented by Van de 
Ven and Poole (1990) and then again by Romanelli and Tushman (1994). The authors coded a 
“1” for time points where substantial structural changes were observed in certain elements of 
the organisation, and a “0” when no change was observed. For both studies, the coding 
process was mainly done manually. As a variation, our study relies on automatic methods to 
code the events drawn from the data. Change events (treated as outliers) are identified using 
the method of outlier detection in univariate time series, consisting on fitting an 







autoregressive integrated moving average (ARIMA) model to a time series, in search for 
values that create structural changes in the temporal distribution of the variable under 
observation (Tsay, 1988). 


The programs for data capture and event coding were written in R (statistical software), 
assuring a seamless integration with the statistical methods used in the data analysis phase. R 
also contains a suite of packages implementing two procedures proposed by Zaki (2001) and 
Gabadinho et al. (2011) for data mining and time series analysis specialised in examining 
sequences of categorical data from social sciences. Both procedures have been employed in 
this study.  


Analysis 


This study focuses on BMI implementations in highly innovative firms that have grown 
steadily by outperforming their rivals due to their innovative capabilities. To identify this type 
of companies, additional financial information was collected from Osiris. The change events 
detected in our study are compared against four financial indicators, i.e. operating revenue, 
market capitalisation, total assets and number of employees, in order to detect those firms 
showing positive growth after the events. In addition, secondary data in the form of annual 
reports are used to validate BM change events identified for the cohort of innovative firms.  


Our analysis of change sequences applies data mining methods adopted from the 
computational sciences. Data mining, also known as knowledge discovery, is a family of 
mathematical and computational methods used to discover meaningful patterns of information 
within temporal data (Han et al., 2011). Among the advantages, data mining algorithms 
facilitate the analysis of large datasets and enable the discovery of previously unknown 
temporal relationships within the data (Gupta and Han, 2012), making it a suitable choice for 
exploratory research. 


As the first analytical step, companies are grouped based on similarities in their BM change 
patterns using Euclidean-based hierarchical cluster analysis, a technique used to determine the 
amount of patterns hidden in a dataset when no pattern is known in advance (Sturn et al., 
2002). A visual inspection of the shapes of the BM sequences by cluster contributes to 
exploring pattern similarities and/or differences in terms of magnitude and frequency 
(relevant to P4). After the cluster analysis, event subsequence analysis is conducted to 
identify frequent subsequences (i.e. groups of change events). This is useful to explore 
whether if change events are grouped in phases or occur in isolation, as well as the type of 
events constituting such phases (relevant to P2 and P3). Then, association rule mining 
analysis, commonly used to investigate buying preferences and consumer behaviour (Han et 
al., 2011), is applied to the BM change sequences for each cluster of firms in order to reveal 
relationships between change events from different BM dimensions (relevant to P1). 


Lastly, the analysis of the rate of change requires an observation of the BM change events 
data from a frequency perspective. Spectral analysis is a family of methods regularly used in 
the physical sciences to detect hidden periodicities in a set of data (typically time series data) 
by expressing the magnitude of the signal across the frequency domain (Hamilton, 1994). 
Spectral analysis techniques have already been applied to determine periodicities in variables 
ranging from changes in agricultural land to changes in financial ratios (Fuller-Love et al., 
1995). Our study proposes the use of spectral methods, i.e. Fourier transforms, to explore 
periodic patterns and trends in the frequency of disruptive BM change events (relevant to P4 
and P5). 







Validation 


The change events generated from financial data only reflect the outcomes of the BMI 
process. As our objective is to assess the presence of patterns of BM change, to then explore 
such patterns in detail, the following validations will be performed to confirm that our events 
indeed represent changes at the BM level: (1) the selection of the cohort of innovative firms 
will also be determined by the level of firm’s strategic intentions towards BMI displayed in 
their annual reports. For this task, the content of the last 10 annual reports for each company 
will be analysed using text-mining techniques and compared against the financial ratios, as 
suggested by Magnusson et al. (2005); (2) Semi-structured interviews with BMI experts from 
influential companies from the IT industry will be conducted and used to validate the 
sequences, phases and events of BM change obtained from the data mining analysis stage. 


Preliminary Results 
A preliminary study was conducted with a sample consisting of the top 100 high-performing 
companies from the larger sample of 1,683 firms designed for the major study. The 
identification of high-performers was based on operating revenue figures for 2014.  The 
cluster analysis resulted in 5 major clusters of firms grouped by similarities in the pattern of 
their BM change sequences (the resulting dendrogram is presented in Appendix 2). Nearly 
two thirds of the sampled companies are grouped in cluster 5 (see Table 2), representing firms 
with no more than two change events in the course of their operational lifetime. Clusters 2, 3 
and 4 contain a group of well-known innovators such as Google, Apple, Ebay, Intel, 
Qualcomm and Salesforce.com, among others. Cluster 1 contains companies with more than 
eight change events. The proportion of companies in cluster 5 suggests that continuous BM 
change is not the norm within the information technologies sector; rather, it is presented only 
in a selective group of companies. 


Frequent subsequence analysis determined the magnitude of change events that occurs more 
recurrently, and it may include either a single event or a subsequence of event. According to 
the results shown in Table 2, changes generally occur in isolation, as the majority of 
subsequences contain an event followed by a no event “(0)”. This indicates that phases of BM 
change are not frequent, and that are only confined to a minor group of companies. 
Additionally, Cluster 2, comprising the cohort of innovators, is characterised by a recurrent 
presence of events of magnitude 2, as opposed to cluster 5, 4 and 3 showing a stronger 
presence of magnitude 1, 3 and 4 events respectively. This suggests that moderate levels of 
change may determine the developmental pattern of innovative companies. 


Cluster 
No. 


companies 
Most frequent 
subsequence 


2nd most 
frequent  


3rd most 
frequent  


4th most 
frequent  


5th most 
frequent  


1 2 (0) (0)-(1) (0)-(2) (0)-(2)-(0) (0)-(3) 
2 25 (0) (1) (1)-(0) (2) (0)-(1) 
3 3 (0) (1) (1)-(0) (NA) (4) 
4 5 (0) (3) (3)-(0) (1) (1)-(0) 
5 65 (0) (NA) (1) (1)-(0) (0)-(1) 


n = 100 firms      


Table 2. Results of frequent subsequence analysis, by cluster of companies. 


The analysis based on association rule mining examines the relationships between events 
from different BM dimensions. “CAP2”, for instance, indicates a change event from the 
economic dimension of magnitude two (a time-point with two change event). As Table 3 
indicates, changes in the value capture dimension are more present than the rest of 







dimensions. Moreover, firms in cluster 2 have more heterogeneous distributions of events 
from the three BM dimensions. In terms of the dimensional relationship, changes in value 
capture (economic dimension) are more likely to induce successive changes in the same 
dimension, and secondarily, in the strategic dimension. This indicates a stronger tendency 
towards modifications in the way revenue is generated by companies, a characterising theme 
among information technology firms specially internet-based (Magretta, 2002). 


Cluster No. companies Top 5 event types by dimension 
Support                              


(1= present in 100% of cases) 


1 2 


CAP1 1 
CAP2 1 
DEL1 1 


CAP1,DEL1 1 
CAP1,DEL1 1 


2 25 


CAP1 0.96 
DEL1 0.88 
CRE1 0.8 


CAP1,CAP1 0.8 
DEL1,CAP1 0.76 


3 3 


CRE1 1 
DEL1 1 
CAP1 0.67 
DEL2 0.67 


CAP1,DEL1 0.67 


4 5 


CAP1 1 
CRE1 0.6 
DEL1 0.6 


CAP1,CRE1 0.6 
CAP1,CAP1 0.6 


5 65 


CAP1 0.55 
DEL1 0.55 
CRE1 0.51 
NA NA 
NA NA 


n =  100 firms   


Table 3. Results of association rule mining analysis, by cluster of companies. 


Contributions and implications 
A key aspiration of this study is to provide an incremental contribution to theory that explains 
the dynamics of BM change, which, in turn, will support the development of the emerging 
field of BMI. The study also contributes to the transformational side of the BMI literature by 
offering an integrative framework that treats BMs as dynamic processes continually unfolding 
overtime, and that incorporates ideas from other fields such as organisational change and 
systems theory. In addition, the sequential approach used in our study complements the life-
cycle approach suggested in the past, in which the BM development possibilities are reduced 
to a series of fixed stages, entailing a birth-death process that impedes the analysis of change 
events as they propagate across time.  


In terms of methodological contributions, this study provides a systematic exploration of BMI 
using a large sample of firms, a recurrent petition from BMI scholars to deepen our 
understanding of the phenomenon (Schneider and Spieth, 2013). It may also provides an 
inspiration for more statistically based studies in the field, thus, increasing generalisation of 
research findings. The procedure for parametrisation of BM changes and coding system 
designed for this study may also guide future quantitative studies within the BMI field. 







Finally, the incorporation of up-to-date data mining techniques is also an intended 
contribution, as these are promising methods, but unknown to the fields of innovation and 
strategic management.  


From a managerial standpoint, this study assesses not just the sequence of events leading to 
change, but also the rate and timing in which change is implemented, two of the most relevant 
issues faced by practitioners pursuing innovation strategies (Christensen, 1997). 
Reconfiguring existing BMs in incumbent firms is a complex task, with a different set of 
challenges that differs from the design of new BMs for start-ups (Massa and Tucci, 2014). 
Such difference demands for a better understanding of how a change in a BM element 
influences the rest of the elements, how a particular action affects future BM change 
possibilities, and to how to determine the timing of the changes. As a result, existing 
businesses may anticipate and develop innovation plans with a greater degree of certainty, 
allowing faster and more efficient BM transformations. 


The use of financial information as data source to observe BMI imposes advantages such as 
the accommodation of large samples of firms, but also imposes two limitations: (1) a strong 
dependence on the availability and reliability of the data being reported by companies; (2) it 
may show one side of the story, one that is based on the observable impact of strategic 
decisions. Future studies may complement financial data with qualitative narratives from the 
decision-takers concerning the actions implemented while innovating BMs. 







Appendix 
 


Appendix 1: Financial ratios used to detect variations at each of the dimensions of a BM. 


Dimension Construct Metric Description  
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R
es
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intangible fixed assets [global standard format > assets] / fixed 
assets [global standard format > assets] * 100 


Proportion of non-physical resources from the total 
company's fixed assets 


tangible fixed assets [global standard format > assets] / fixed 
assets [global standard format > assets] * 100 


Proportion of physical resources from the total 
company's fixed assets 


ROA using net income (%) [global ratios > profitability ratios]  
How efficient the company is at turning what it owns (i.e. 
using their resources) into profit 


operating revenue [global standard format > income statement] / 
fixed assets [global standard format > assets] * 100 


How productive the company is by measuring efficiency 
in assets utilisation 


A
ct


iv
it


ie
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number of employees [key financial and employees] / (operating 
revenue [global standard format > income statement] / 1000) * 
100 


Degree of utilisation of labour in operational activities 


R&D expenses / operating revenue (%) [global ratios > 
operational ratios] 


The efforts on R&D activities as a percentage of 
revenues  


other operating items [global detailed format > income statement] 
/ operating revenue [global standard format > income statement] * 
100 


The efforts on non R&D activities as a percentage of 
revenues  


depreciation [global detailed format > income statement] / 
operating revenue [global standard format > income statement] * 
100 


Utilisation of fixed assets, e.g. machinery, equipment, 
computers, compared to revenue generated 
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S
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cost of revenue, total [global standard format > income statement] 
/ operating revenue [global standard format > income statement] * 
100 


Efforts associated with distribution, sales and 
administration of goods in relation to revenue 


selling/general/administrative expenses, total [global standard 
format > income statement] / other operating items [global 
standard format > income statement] * 100 


The efforts on selling activities compared to other 
operating activities 


sales [global standard format > income statement] / market cap. 
[key financial and employees] * 100 


Sales efforts as a function of the value of the company in 
the market 


net assets turnover [global ratios > operational ratios] * 100 
Measures how efficiently a firm uses its assets to 
generate sales 


M
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k
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  &
 d
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u
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 market cap. [key financial and employees] / shareholders funds 
[key financial and employees] * 100 


How much the market valuates the company compared to 
its real book value 


long-term debt [global standard format > liabilities & equity] / 
sales [global standard format > income statement] * 100 


Measures management's risk tolerance to seek new 
market opportunities 


stock [global standard format >assets] / sales [global standard 
format > income statement] * 100 


Capacity to distribute produced goods to the market 


other operating items [global detailed format > income statement] 
/ cost of goods sold [global standard format > income statement] * 
100 


Expenses from non-operating activities (e.g. distribution 
to customers) compared to operating costs 
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t financial revenue [global standard format > income statement] / 
operating revenue [global standard format > income statement] * 
100 


Amount of non-sales revenues compared to sales-related 
revenues 


working capital [global standard format > memo lines] / operating 
revenue [global standard format > income statement] * 100 


Efficiency of turning revenue in capital to fund current 
operations 


cash flow / operating revenue (%) [global ratios > profitability 
ratios] 


The % of cash converted from all revenues (the capacity 
to convert revenues in cash) 


collection period [global ratios > operational ratios] 
The time it takes for a business to receive payments from 
its customers and clients. 


C
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t 
m
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financial P-L [global standard format > income statement] / 
financial revenue [global standard format > income statement] * 
100 


Financial cost management efficiency as a function of 
financial revenue 


cost of goods sold [global standard format > income statement] / 
operating revenue [global standard format > income statement] * 
100 


Operation cost management efficiency as a function of 
revenue 


profit margin (%) [global ratios > profitability ratios] Cost management efficiency 


ROE using net income (%) [global ratios > profitability ratios]  
How efficient the company is in generating value to 
shareholders 


 







Appendix 2: Cluster dendrogram of the companies included in the preliminary study. 
The analysis is based on pattern similarities in their BM change sequences. 
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Multiple Case Studies of Mobile App Startups 


ABSTRACT 


When pursuing entrepreneurship, more and more young people choose to apply the Lean 
start-up principles instead of following the traditional business-plan models. The Lean start-
up concept has been proven to be helpful in making both start-ups and traditional companies 
prosper in the business environment. In this article, the authors studied three start-up cases 
and analyzed them through the Lean start-up perspective suggested by Eisenmann, Ries and 
Dillard (2012). The main findings of this paper are as follows: First, the seven steps reflect the 
real situation in the lean start-up process at different phases. Second, the outsourcing strategy 
is indeed helpful to shorten the MVP development time especially for part-time founders. 
Third, the College graduate entrepreneurship fund supported by the government allows young 
start-ups to get their first bucket of gold and raises their survival rate. 


KEYWORDS 


Lean Start-up, Entrepreneurship, Mobile App 


1. INTRODUCTION 


Entrepreneurship and start-ups have become the hot issues for universities and governments. 
Universities provide entrepreneurial programs to encourage students or its young alumni to 
learn start-up skills and gather experiences. Moreover, entrepreneurship has been regarded as 
a powerful engine for economic development. In Taiwan, the government has established 
policies governing grants or funds to promote entrepreneurship such as one start-up case 
described in this paper that received the grant supported by the U-Start program of the 
Administration of the Ministry of Education. This research includes three start-up cases from 
the Taiwan internet industry. The research purpose is to analyze how they started the 
company and how it grew in the early stages as seen through the lens of Lean start-up 
perspective of Eisenmann, Ries and Dillard (2012). 
 


2. LITERATURE  REVIEW 


2.1 The entrepreneurial process 


Peter Drucker has proposed four entrepreneurial strategies. They are "Be first to market and 
dominate a new industry ", "Use creative imitation to piggyback on what others are doing", 
"Create a monopoly in a small area and charge a toll fee " and "Change the economics of a 
product, market or industry" (Drucker, 1985). The first strategy inspires us with the idea that 
speed is important for a successful entrepreneur. Ucbasaran, Westhead and Wright (2001) 
stated that six themes of the entrepreneurial researches over the past decades, including the 
entrepreneurship theory, entrepreneurs, entrepreneurial processes, start-up organizations and 
the industrial environments. For the entrepreneurial process, the research topics presented 
opportunities recognitions, resource acquisition and business strategies (Ucbasaran et al., 
2001). Although start-ups are used to launch new products, most of them are established with 







only limited resources to continually test the market opportunity (Eisenman et al., 2012). How 
to recognize an opportunity efficiently and effectively is essential for their survival and 
growth in the market (Barringer & Bluedorn, 1999; Stevenson, Roberts & Grousbeck, 1985). 
Lange, Mollov, Pearlmutter, Sigh and Bygrave (2007) also suggested that entrepreneurs do 
not need to write a formal business plan. Their research examining 116 new ventures revealed 
that there is no difference between the performances of new business launched with or 
without a written business plan. 


Past researches reveal that knowledge, reorganization and behavior will affect the 
opportunity recognition (Sarasvathy, Velamuri & Venkataraman, 2003). Ardichvili, Cardozo 
and Ray (2003) underscored the fact that a successful opportunity development process where 
entrepreneurial alertness and the types of opportunity will affect the core process in an 
enterprise. In addition, the type of opportunity plays an important role in shaping the “core 
process.” Through this perception, discovery and the creation of an opportunity, an 
entrepreneur will step into the phases of subsequent business development and evaluation. If 
the idea passes the evaluation stage, it moves to venture formation. If not, the entrepreneur 
goes back to the step of perception, discovery and creation of an opportunity and starts the 
process again. 
 


 
 


Figure 1:The opportunity identification and development theory, Ardichvili, Cardozo, and 
Ray (2003) 


2.2 The Lean Start-up and the Hypothesis-Driven Approach 


Based on his own entrepreneurship experience and being a consultant for start-ups, Ries 
(2011) illustrates that the innovation pattern of the IT industry has differed from that of the 
capital- and labor- intensive manufacturing industry in the past. In the internet era, the start-up 
is no longer a smaller version of a larger company. Learning from the market and responding 
to the market quickly are the best strategies for start-ups. Blank (2013) explains the three 
principles on how a lean startup should enter the market with effectiveness and efficiency. 
First, founders should keep the business hypothesis in mind. Second, the minimum viable 
product (MVP) can be developed to be tested in the market to get market feedback as soon as 
possible. Third, the agile development approach can be used to communicate with potential 
customers during the research and development (R&D) period. 


 
Based on Ries’s “Lean Start-up” concept, Eisenmann et al. (2012) derived the seven steps 


mentioned below. 







Step 1: Developing a Vision 
Entrepreneurs need to set up a clear vision for their product or service. Confronted with a 


dynamic environment, sometimes start-up founders are forced to revise the product, service or 
even the business direction in the entrepreneurial process. At these critical moments, the 
vision provides a comparable basis for founders to reposition their start-ups 


 
Step 2: Translating the Vision into a Hypothesis 


Three rules are suggested for start-up founders. The first rule is to build a business model, 
including a customer value proposition, technology and operations management, go-to-market 
plan and cash flow formula. The second is intended to collect data and verify the hypotheses 
through the evidence. The third rule is to detect the path-dependent order while the others are 
not. An Entrepreneur should have a comprehensive plan in order not to be stuck in uncertainty 
and chaos. 


 
Step 3: Specifying MVP test 


Start-ups should test the market effectively and efficiently with the lowest cost by 
launching the minimum viable product (MVP) with limited technology and operational 
capability and by testing them within the constraining customer sets. The test should be able 
to distinguish from false positive or negative results. Different MVPs may be needed for 
continuous tests. 


 
Step 4: Prioritizing Tests 


If the hypotheses are serially dependent, entrepreneurs can set the order to test them. For 
example, MVPs that are not welcome by the target customers can be abandoned. Moreover, 
start-ups can test a couple of hypotheses in parallel with carefully managed costs and budgets.  


 
Step 5: Learning from MVP Tests 


There are certain concerns in this stage. For example, the customer feedback might be 
false regardless of whether it is positive or negative. In addition, the unexpected test results 
might be an opportunity to pivot the business towards a new direction. 


 
Step 6: Persevere, Pivot or Perish 


If the MVP test validates the hypothesis, the start-up may persevere on its current 
direction and move on to step7. On the other hand, to pivot the business model, one needs to 
go back to step 1 to re-set the vision. However, if the MVP test turns out rejecting the 
hypothesis, it is better to stop the start-up altogether. 


 
Step 7: Scaling an Ongoing Optimization Business Model 


If the market feedback is positive, the founders may scale up the start-up and repeat steps 
4 to 6 to grow the business. 


3. RESEARCH METHODOLOGY 


In this paper, the author utilizes the multiple-case study method to compare and analyze 
the difference among the three cases. A multiple-case study is designed to develop a more in-
depth understanding of the phenomena than a single case can provide (Mills et al., 2010). The 
founders of all three cases are all graduates of the National Sun Yat-Sen University (NSYSU). 
In case two, the founder launched a start-up business on his 2nd year of the master’s program. 
On the other hand, the two founders in case one and case three both established their start-ups 







soon after graduating from the NSYSU. In addition, cases 1 and 3 were both incubated at 
NSYSU. Therefore, the author had the opportunity to observe the three cases closely. 


 
Each case study is developed based on interviews with the founders to clarify their real 


intentions at each start-up step. Besides, the author also reviewed a lot of documents, like 
venture capital evaluation records and media reports, to have an in-depth knowledge of the 
topic.   


4. COMPANY INTRODUCTION 


4.1 Case1 -- Idea Mobile Tech. Company 


4.1.1 Introduction 
The Idea Mobile Tech. Company had a registered capital at $27960 dollars, and was 


established by Calvin Chen in Sep. 2013. Calvin found by accident that the sensor device and 
chip inside the smart phone was quite complicated. He thought that it was necessary to 
provide smartphone users a much more comprehensive and precise way to diagnose their 
phones. The idea led to the emergence of the Phone Dr. App.  The Phone Dr. can detect up to 
25 different hardware defects quickly like the touchscreen, sound system, internal device, 
sensor, Wi-Fi issue, etc. Although the android system had a larger market share, Calvin had 
the opinion that the iOS users would be more willing to buy and download the Apps than the 
android users. Besides, Calvin was concerned that the android system was exposed to a much 
higher piracy risk than the iOS. Hence, he chose to develop an iOS version first. The Phone 
Dr. iOS version was released officially on 5th Sep, 2013 and stayed as the top 1 of the Taiwan 
iOS Top App chart for two weeks. Later, they decided to decrease the Phone Dr. prices from 
$3 to $2 to further stimulate the market. In Oct 2013, the Phone Dr. exceeded 10 thousand 
downloads and its single month revenues also reached 3 million dollars. 
 
4.1.2 Process 


Because the Apple Company set a lot of constraints on the iPhone device detection 
function, the Phone Dr. beta version finally passed a series of reviews after eight revisions and 
was successfully submitted to the App Store. The outstanding performance of the Phone Dr. 
ranking on the Taiwan iOS Top App chart encouraged Calvin to leave his job at ASE and 
became a full-time start-up founder. He also actively embarked on a campaign to get more 
funds to support his start-up business. Luckily, he received $150,000 from the U-Start 
program supported by the Youth Development Administration of the Ministry of Education. 
With this capital injection, he was able to focus on his start-up business without having to 
worry about money. 


 
4.1.3 Business Progress 


Today, Calvin owns 3 start-ups and devotes himself to three App developments. The 
main products include smart phone diagnosis, second hand product valuation and transaction 
App as well as smart phone maintenance and a match-making platform. At the same time, the 
Phone Dr. has also achieved 2 million downloads and generated $350,000 in revenues. 
Recently, Calvin has developed ten different language versions for Phone Dr. to explore the 
overseas market. Now, the largest Phone Dr. overseas market is in Germany. 


4.2 Case2 -- CTLTW 


4.2.1 Introduction 







Zheng, Sheng Lun and two other co-founders established CTLTW with a registered capital 
of  $16,700 in Oct. 2012. Its main product, Buycloud, is a price comparison App which can 
easily find the lowest priced products among the Taiwan websites. Similarly, CTLTW also 
received $25,000 from the U-Start program supported by the Youth Development 
Administration of the Ministry of Education in 2013. In 2015, the minimum monthly 
transactions through the Buycloud platform have reached more than 2 million dollars. 


 
4.2.2 Process 


Zheng had a start-up dream since the time he was studying at the graduate school in 
NSYSU. At that time, most of the price comparison Apps only covered the shopping sites that 
provided commissions. Zheng hoped to develop a price comparison Apps which could search 
all the shopping sites in Taiwan. Thus, he developed both an iOS and an Android versions of 
Buycloud at the same time. In the beginning, Zheng decided to outsource the inter-face design 
work for less than $16,000 and developed the other parts of Buycloud by himself. Concerned 
about the reputation risk, Zheng insisted on not releasing a beta version App. Instead, he 
submitted a minimum releasable product (MRP, a brief version after being strictly tested). 
However, the Android system developed too many versions. CTLTW spent six months to 
revise the Buycloud App. Because the Buycloud App used the free download strategy; 
CTLTW generated its main revenues from advertisements, Cost-Per-Click (CPC), group 
buying and direct sales. The group buying model was derived from a big data analysis of 
downloaders’ consuming preferences. Based on the analysis, CTLTW then targeted specific 
consumers to launch group buying. Therefore, group buying is its most profitable model for 
now.  


 
4.2.3 Business Progress 


CTLTW just set up a new affiliated branch in Xiamen recently. Originally, CTLTW 
intended to expand Buycloud’s China market. However, CTLTW found that there was 
another powerful competitor which just gained a one billion dollars injection of new funds 
these days. Consequently, Zheng decided to pivot the CTLTW business to develop a new E-
commerce service instead. At the same time, Zheng found that the group buying model was in 
conflict with the interest of the shopping sites in June, 2015. Hence, the business model in the 
Taiwan market was also shifted to focus on CPC and advertisements instead. 


4.3 Case3 -- Get HSR 


4.3.1 Introduction 
 “Get HSR” is an on-line HSR ticket group booking service proposed by Eugene Chang in 


March, 2014. In the second year of Eugene’s master’s program, HSR happened to launch a 
student ticket promotion scheme. However, the student ticket buyers must show their student 
IDs for verification. At that moment, Eugene felt that there was the opportunity for on-line 
HSR ticket group booking services. In addition to NSYSU, Eugene also promoted the “Get 
HSR” in another six universities. “Get HSR” once achieved a record of 1000 tickets booking 
in one day.      


 
4.3.2 Process 


Eugene and other two team members operated the “Get HSR” business on the Facebook 
Fan Page in the beginning. Running the “Get HSR” model needed one staff to spend 4 hours 
on campus and deal with the ticket business from 13:00 to 16:00. Each successful on-line 
ticket booking will be charged $1.67. The business model was very successful. “Get HSR” 
received a total of 200 to 300 tickets bookings per day in no time. To expand the scale of “Get 
HSR” business, Eugene invited eight students from different universities to be the Campus 







Representatives and deal with the ticket group booking affair separately. The “Get HSR” 
business has successfully entered into NTU, NCCU, NCU, NCKU, KMU and CCU. 


 
4.3.3 Business Progress 


After media reported the “Get HSR” start-up story, HSR decided to take the online 
booking business back and operate it by itself. With the emergence of the HSR online 
booking service, “Get HSR” came to an end in June, 2015. Eugene has now turned to joining 
the Idea Mobile Tech. Company. 


5. DISCUSSION 


The three cases are analyzed regarding the seven steps stated by Eisenmann et al. (2012) 
as the following. 
 
Step 1: Developing a Vision 


We found that all the three start-up founders had their own clear visions in Step 1. Their 
experience triggered their motivation to solve an inconvenience in life. The customer-oriented 
innovation fit the user’s need closely. Therefore, the market responded with a big welcome to 
their technology-based innovations. 
 
Step 2: Translating the Vision into a Hypothesis 


In this step, the three start-up founders all made initial hypotheses on their target audience. 
We also found that their hypotheses in this phase deeply affected the business model that they 
designed for the future. For example, Idea mobile Tech had the hypothesis that iOS users 
tended to pay money to download Apps. Therefore, following this logic, they designed a pay 
download business model. In the Get HSR case, its founder firmly believed that student will 
try every possibility to get a discounted student ticket. The maximum 50% ticket discount was 
appealing and attracted students to join the fee-based group booking service. On the other 
hand, in the CTLTW case, its founder adopted a free download strategy. It forced CTLTW to 
design a sustainable business model, like advertising, to generate revenues.   
 
Step 3: Specifying the MVP test 


In the Idea Mobile Tech case, we discovered that the part-time start-up founder spent 
$3.33 thousand dollars to develop the MVP prototype by outsourcing. He regarded this as a 
wise decision from the cost of labor point of view. Moreover, he chose to release the beta 
version App to gather feedbacks from App stores and users as soon as possible.  


Similarly, the Get HSR did not design a fully-functioning website. Instead, Get HSR 
operated its business directly on the Facebook Fan Page. Service, not an App, was the main 
product of Get HSR. Thus, Get HSR did not need a very complex technical support system in 
its early stages. The Facebook Fan Page provided Get HSR with an available platform. It 
largely decreased the necessary revision time at this stage.  


In both the Idea Mobile Tech and Get HSR cases, they exactly applied the MVP concept in 
Step 3. However, CTLTW was different from the former two cases. CTLTW firmly believed 
that the beta version will do harm to the release of the official version. In addition, CTLTW 
was not short of money in the early development phase. Hence, the founder released a 
minimum releasable product (MRP, a brief version after strict testing) instead of an MVP. 
 
Step 4: Prioritizing the Tests 


In the Prioritize Tests step, the Idea Mobile Tech chose to test the Phone Dr. download fee 
via community marketing. On the other hand, Get HSR decided not to make other tests for its 
price policy because its business already ran well. However, the CTITW situation is much 







complicated. It had to continually test its business models, including group buying, 
advertisements, Cost-Per-Click (CPC) and direct sales, in parallel and find the better model 
for its future development.  
 
Step 5: Learning from the MVP Tests 


In the Idea Mobile Tech case, its founder indicated that he could always learn something 
from the MVP tests. Idea Mobile Tech welcomed any kind of feedbacks. Those feedbacks 
helped Idea Mobile Tech to confirm that they have reached the right audience. One time, Idea 
Mobile Tech even spent four thousand dollars to design two versions, an auto and a non-auto. 
Idea Mobile Tech released two versions on purpose to gather more information from the 
users. Sometimes Idea Mobile Tech tried to get information in other ways. For example, Idea 
Mobile Tech once learned from 300 online questionnaires. They got information that if they 
raised the App price from $1 dollar to $2 dollars, then the potential users’ percentage will go 
down from 70% to 49%. And if they set the price at $2 dollars, that will maximize their 
profits. Based on this information, Idea Mobile Tech then decreased the price from $3dollars 
to $2 dollars. Likewise, in the Get HSR case, its founder realized the need for a labor force 
and the length of service time from his MVP test. Besides, he also confirmed that the business 
model did address the students’ needs from its outstanding sales records. In the CTLTW case, 
it was also confronted with a lot of unexpected problem even if it released the MRP instead of 
the MVP. However, CTLTW spent six months to revise and learn from its MRP test. 
 
Step 6: Persevere, Pivot or Perish 


This step is a turning point for start-ups – to decide whether to persevere, pivot or perish. 
Because of their impressive sales performance, all three cases not surprisingly selected the 
persevere strategy to expand their business scale in their first round.   
 
Step 7: Scaling an Ongoing Optimization business model 


At first, all three cases successfully expanded business scale. Both the Idea Mobile Tech 
and CTLTW were headed towards developing overseas markets. However, Get HSR chose to 
focus on the domestic market. 


 
In the Idea Mobile Tech case, it developed 10 different language versions for Phone Dr. 


Surprisingly, Germany became the largest overseas market for Phone Dr. without any special 
effort. To attract more users, Idea Mobile Tech also tried the “Giveaway” (free download for 
a limited period) marketing strategy. From the above evidence, Idea Mobile Tech apparently 
is still in the scaling model stage. However, The Idea Mobile Tech also gradually faced 
threats both from its imitators and the App stores. Recently, the App store considered further 
restricting related powerful iPhone diagnosis Apps. To respond to the situation, Idea Mobile 
Tech took the pivot strategy and sped up to develop its multi-product lines. In addition, Idea 
Mobile Tech also applied for a process patent and is gradually moving towards developing a 
well-designed platform service. 


 
In the Get HSR case, we can see its founders upgrading their operating system from the 


Facebook Fan Page to a website to better support its continuously growing business. Besides, 
Get HSR has further set up an early warning system to remind holders of ticket bookings 
which were going to expire. To increase advertisement revenues, Get HSR also promoted a 
cross-industry cooperation with KIRIN beer and some other European style restaurants. From 
the evidence above, we see that Get HSR has started to notice that the original business model 
needs to be revised. It’s a clear signal for step 7. However, facing the emergence of a 







powerful competitor, HSR online booking service, Get HSR had no choice but to select a 
perish strategy.  


 
In the CTLTW case, it is taking the pivot strategy after setting up its Xiamen branch 


office. Similarly, CTLTW has turned to developing a brand new E-commerce service after 
finding a powerful competitor in the China market. Likewise, CTLTW has selected the pivot 
strategy to eliminate potential conflict with the shopping site partners in the Taiwan market. 
At the same time, CTLTW has also stopped its group buying business and to focus on the 
advertising and CPC business model. 


 
Table1. 7 steps of the three Mobile App Start-ups 


 
 Idea Mobile Tech Get HSR CTLTW 


Step 
1:Developing 
a Vision 


 


 Provide smart 
phone users more 
comprehensive and 
precise ways to 
diagnose their 
phones 
 2 million 


downloads 


 HSR online 
ticket group 
booking service 


 Develop a 
price comparison 
APP which can 
search all the 
shopping sites in 
Taiwan. 


Step 2 
:Translating 
the Vision 
into a 
Hypothesis  


 iOS users tend 
to pay money to 
download apps 
 Develop an 


App for iOS first 


 Students will 
take every 
opportunity to get 
discounted student 
tickets 
 50% ticket 


discount is 
affordable and 
attracts students to 
join a fee-based 
group booking 
service 


 Free 
download strategy 
and make money 
from 
advertisements, 
Cost-Per-Click 
(CPC, group 
buying and direct 
sales. 


Step 3: 
Specifying 
MVP test 


 Outsource to 
develop an MVP 
prototype 
 Released the 


beta version App 


 Operated the 
“Get HSR” 
business on the 
Facebook Fan 
Page 


 Releases a 
minimum 
releasable product 
(MRP, a brief 
version after strict 
testing) instead of 
an MVP. 


Step 4: 
Prioritizing 
Tests 


 Online 
questionnaire to test 
the download fee. 


 Decides not 
to make other tests 
for its price policy  


 Tests and 
revises its 
business model 


Step 5: 
Learning 
from MVP 
Tests 


 Releases two 
versions, an auto 
and a non-auto, to 
test the market 
 Decreases its 


 Needs one 
person to spend 4 
hours on campus 
and deal with the 
ticket business face 


 Spends six 
months to revise 
the Buycloud App 







 App price from 3 
dollars to 2 dollars 


to face 
 Confirms 


business model 
does address 
students’ need 


Step 
6:Persevere,P
ivot or Perish 


 


 Owns 3 start-
ups and devotes 
time to three App 
developments(1st 
round) 
 Develops 


multi-product lines 
and applies for a 
process patent as 
well as  develops a 
platform service 
(2nd  round) 


 Upgrades 
operating system 
to website and sets 
up an early 
warning system as 
well as promotes 
cross-industry 
cooperation (1st 
round) 
 Faces the 


emergence of HSR 
online booking 
service, “Get 
HSR” comes to an 
end(2nd round) 


 Sets up 
Xiamen branch 
office (1st round) 
 Develops 


new e-Commerce 
service in China 
and shifts focus 
on CPC and 
advertisements  in 
Taiwan (2nd 
round) 


Step 7: 
Scaling an 
Ongoing 
Optimization 
Business 
Model. 


 Develops 10 
language versions of 
product and applies 
“Giveaway” 
marketing to explore 
overseas market 


 Promotes ” 
Get HSR” to 6 
universities  
 Authorizes 


Campus 
Representatives 
and deals with the 
ticket group 
booking affair 
separately 


 Extends 
Buycloud into 
China market via 
the Xiamen 
branch 


6. CONCLUSIONS 


This study examined three small technology-based start-ups from the lean start-up process 
viewpoint. From the above analysis, we can further understand how start-ups handled the 
challenges that they faced in the entrepreneurship process. The main findings of this article 
are as follows. 


 
First, the seven steps described the real situation in the lean start-up process at its different 


phases. However, we learned from the CTLTW case that MVP was not the only choice that 
the start-ups had. The MRP could be the other option. Besides, we also learned from the Idea 
Mobile Tech case that the initial success may deter a lean start-up’s subsequent steps. Calvin 
pointed out that the MVP test results far exceeded his expectations. The MVP outstanding 
performance did not only bring a lot of cash flow but also raised organizational inertia. Thus, 
they postponed the time to transform themselves into a platform service in Step 6. Taking 
smart steps rationally will benefit start-ups to survive and develop in the long run. 


 
Second, we found that both the Idea Mobile Tech and CTLTW partly outsourced the 


development task in the early stages. This is seldom discussed in the lean start-up steps. 







Outsourcing strategy is indeed helpful in shortening the MVP development time especially for 
part-time founders. If the start-ups did not have enough resources or advantages to develop 
the whole MVP, then outsourcing some of the research and development could be a better 
way for start-ups.  


 
Third, Idea Mobile Tech. and CTLTW were both U-START fund recipients and 


successful start-up survivors among our cases. The U-START college graduate 
entrepreneurship fund supported by the Youth Development Administration of the Ministry of 
Education aims to promote new start-ups and innovation among young adults. Calvin, the 
Idea Mobile Tech founder, acknowledged that the U-START fund encouraged him to be a 
full-time start-up founder. The college graduate entrepreneurship fund supported by the 
government is different from traditional venture capitals. It allows young start-ups to get their 
first bucket of gold and the six-month campus incubation opportunity. It effectively raises the 
survival rate of new start-ups. 
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